Government of
Bangladesh / ADB

ADB TA 4626-BAN: Corporatization of
Bangladesh Power Development Board

Final Report — Main Document
21 July 2008



Government of
Bangladesh / ADB

ADB TA 4626-BAN: Corporatization of
Bangladesh Power Development Board

Final Report — Main Document
21 July 2008

© PA Knowledge Limited 2008

PA Consulting Group

Level 4

Prepared by: PA Consulting Group 369 Queen St
in association with HB Auckland 1010

Consultants New Zealand

Tel: +64 9 306 8895
Fax: +64 9 306 8896
www.paconsulting.com

Version: 1.0

Government of Bangladesh / ADB 1/8/08



FOREWORD

This report represents the work conducted by PA Consulting Group in association with HB
Consultants Ltd under ADB TA 4626-BAN: Corporatization of Bangladesh Power
Development Board. The PA team included Mike Crosetti (Team Leader/Corporate
Restructuring & Governance Expert), Bernard Ivory (Financial Expert), Ed Hourihan
(Commercial Expert), Ashit Ranjan (Human Resources Expert), Bruce Wickes (MIS
Expert), and Nihad Kabir (Legal Expert). The HB team included Shawkat Ali Ferdousi
(Corporate Restructuring & Governance Expert), Kazi Mostafa Alam (Financial Expert),
Zakir Hossain (Human Resources Expert), Syed Arifuzzaman (MIS Expert), and Sheikh
Fazle Noor Taposh (Legal Expert).

The team submitted a Draft Final Report in November, 2007. That report consolidated the
analysis, findings and recommendations of the consultants since the inception of the
project in March, 2006. The project continued for longer than the 12 months originally
anticipated due to the numerous changes that took place in Bangladesh over this period,
at one point resulting in a six month suspension of project activities.

The Government of Bangladesh provided comments on that report in January, 2008. This
report addresses those comments as well as comments received separately from ADB.

The consultants gratefully acknowledge the guidance and support of the counterpart team
from the Ministry of Power, Energy and Mineral Resources (MPEMR) and Bangladesh
Power Development Board (BPDB) and its subsidiaries, in particular Dr. Fouzul Kabir
Khan, Secretary (Power), MPEMR, and Mr. Delwar Hossain, Director (System Planning),
as well as Mr. Pil-Bae Song of the Asian Development Bank and Mr. ANM Rizwan.
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ABBREVIATIONS

ADP Annual Development Plan

AGC Automatic Generation Control

AoA Articles of Association

APSCL Ashuganj Power Station Company Limited
BAS Bangladesh Accounting Standards

BB Bangladesh Bank

BERC Bangladesh Energy Regulatory Commission
BoD Board of Directors

BOI Board of Investment

BPDB Bangladesh Power Development Board
BSTI Bangladesh Standards Testing Institute
BTTB Bangladesh Telegraph and Telephone Board
BWDB Bangladesh Water Development Board
CCIE Chief Controller of Import and Export

CE Chief Engineer

CEO Chief Executive Officer

CFO Chief Financial Officer

Cl Controller of Insurance

CIFE Chief Inspector of Factories and Establishment
DESA Dhaka Electric Supply Authority

DESCO Dhaka Electric Supply Company Limited
DFSCD Department of Fire Service & Civil Defence

DOE Department of Environment

DOEXP Department of Explosives

DPDC Dhaka Power Distribution Company Limited
EGCB Electricity Generation Company of Bangladesh Limited
EP WAPDA East Pakistan Water and Power Development Authority
EPMS Employee Performance Management System
ERP Enterprise Resource Planning

FERA Foreign Exchange Regulation Act 1947

FFU Fund Facilitation Unit

FMU Financial Management Upgrade

FRRP Financial Restructuring and Recovery Plan

FY Financial Year

GM General Manager

GOB Government of Bangladesh

GPS Ghorasal Power Station

G, T&D Generation, transmission and distribution

HO Head Office

HPSP Health and Population Sector Program

IDCOL Infrastructure Development Company Limited
IPPs Independent Power Producers

IVVR Identification, Verification, Valuation, Recording
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Abbreviations...

IWTA
KPIs
KV
kWh
MD
MIS
MOA
MOC
MOF
MOHA
MPEMR
MVA
MW
NBR
NLDC
NWPGC
NWZzPDCL
O&M
P&L
PBS
PC
PDB
PGCB
PKSF
PO
POA
PPAS
PSIFP
PSRB
RAJUK
RCE
REB
RJSC
RLIF
RPCL
RTC
RTM
SAIDI
SAIFI
SBC
SCADA
SEC
SMU
SWM
TQM
VRS

Inland Water Transport Authority

Key Performance Indicators

kilo Volt

kilo watt-hours

Managing Director

Management Information System
Memorandum of Association

Ministry of Commerce

Ministry of Finance

Ministry of Home Affairs

Ministry of Power, Energy and Mineral Resources
mega Volt-Ampere

megawatts

National Board of Revenue

National Load Dispatch Center

North West Power Generation Company Limited
North West Zone Power Distribution Company Limited
Operation and Maintenance

Profit and Loss

Palli Bidyut Samiti

Planning Commission

Power Development Board (same as BPDB above)
Power Grid Company of Bangladesh Limited
Palli Karma Sahayak Foundation

Presidential Order

Power of Attorney

Power Purchase Agreements

Power Sector Investment Funding Program
Power Sector Reforms in Bangladesh
Rajdhani Unnayan Kartripakkha

Revenue to Current Expenditure

Rural Electrification Board

Registrar of Joint Stock Companies and Firms
Revenue Loss Impact Factor

Rural Power Company Limited

Regional Training Center

Registrar of Trade Marks

System Average Interruption Duration Index
System Average Interruption Frequency Index
Sadharan Bima Corporation

Supervisory Control and Data Acquisition
Securities and Exchange Commission
Systems Management Unit

Sector Wide Management

Total Quality Management

Voluntary Retirement Scheme
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Abbreviations...

WASA Water and Sewerage Supply Authority

WDB Water Development Board
WZPDCL West Zone Power Distribution Company Limited
ZRS Zonal Repairing Shop
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EXECUTIVE SUMMARY

ES.1 Background & Objectives

Despite economic growth averaging some 5.1% annually over the past 10 years,
Bangladesh continues to face daunting problems in the power sector, notably:

+ An electrification ratio of less than 40%.

« Extensive load shedding. Load shedding sometimes approaches 1,000 MW,
equivalent to about 25% of total de-rated generation capacity in the country.

The electrification ratio can be improved by extending rural electrification, and load
shedding can be reduced by adding and rehabilitating generation capacity, and where
necessary, upgrading transmission and distribution capacity. However, these actions
require capital investment, which is not available in sufficient quantities to make major
progress in addressing these problems.

The lack of capital investment is a symptom of more fundamental problems within the
sector. Specifically, tariffs and Government subsidies are inadequate to recover the cost
of supply, and the overall cost of supply itself is high due to excessive losses and other
inefficiencies. The current situation is summarized in Exhibit ES.1.

Exhibit ES.1: Fundamental Problems in the Banglades  h Power Sector

Root Causes Symptom Conseguences

Losses & Other
Inefficiencies Low Access

T&D losses are 23% of
total net generation.

Electrification ratio < 40%

State-sector generation
relatively inefficient.

Insufficient
Capital Funding

Inadequate Poor Reliability
Tariffs & . ,
. - Extensive load shedding due to
Subsidies estimated peak time shortfall of
Sector revenue generates operating profit some 1,000 MW
before depreciation & interest equivalent

to only 2.2% of net fixed assets.
Inadequate to maintain & expand capacity

Through the 1994 Power Sector Reforms in Bangladesh, the 2000 Vision and Policy
Statement, and the 2005 Power Sector Reform Roadmap, the Government of Bangladesh
has defined a comprehensive approach to addressing these problems. As part of this
approach, the Government has embarked on corporatization of the operating units of the
Bangladesh Power Development Board (BPDB). The Government’s corporatization effort
aims to expand the autonomy of these units to operate on commercial and technical
grounds while simultaneously introducing mechanisms to hold these companies
accountable for their performance. Experience with unbundling and corporatization of
BPDB operating units has demonstrated positive results such as lower losses and higher
collections.

\
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Executive Summary... B\

The corporatization process requires the creation of a new state-owned company in
addition to the existing public body, as shown in Exhibit ES.2. Successful corporatization
introduces new business processes that contribute to better governance, improved
performance management and greater efficiency. Existing business processes need to be
reviewed and if appropriate either re-designed or replaced entirely before the newly
corporatized entity commences operations. Once these processes have been established
and the new entity legally constituted, assets and liabilities may be transferred from the
legacy entity, contracts assigned, and personnel recruited and/or transferred. It can then
begin commercial operation.

Exhibit ES.2: The Corporatization Process

The Existing Entity (Public Body)

aluayds Jajsuel] yH

.........................

The New Entity (State-owned Company)

Legal Time
establishment >

A holding company is a company that owns other companies. A non-operating holding
company does not directly produce any goods or services for purchase by final
consumers but instead leaves that up to its subsidiaries. This is not a trivial role. An
effective non-operating holding company will actively drive performance in and seek to
optimize investment across its subsidiaries by virtue of its powers as shareholder in those
companies. Exhibit ES.3 depicts the principal functions and issues in a state-owned
holding company structure.

Exhibit ES.3: Functions and Issues in a Holding Com  pany Structure

LEVEL ROLE ISSUES
Shareholder . Appo(iintment, removal & composition of
«  Appoints Board Boar
Government . M%';itors Board performance *  Performance improvement mechanisms
against targets « Owner's representative
Holding Company «  Performance improvement mechanisms
« Shareholder of Subsidiaries . Olperating vs. r&qn-qperating .
I « Insulates against government * Planning, coordination, support an
HOIdIng Company interference Single Buyer functions

+ Drives commercial performance | ¢  Financial role
+  Corporate governance

Subsidiary Companies + Autonomy and boundaries of authority &
Regulator « Conduct operations responsibility _
« Contract with other firms «  Performance management mechanisms
o Tariffs « Serve customers « Commercial arrangements with outside
«Codes entities
eLicenses

r J_U
[
Qiher ﬁ Subsidiaries

Firms
eContracts
«Can be other «Payments
subsidiaries eService

Customers

vi
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Executive Summary...

This study aims to create the blueprint for corporatization of BPDB as a holding company.
This blueprint covers the organizational, financial, legal, human resource, and information
technology dimensions of the corporatization strategy. The report distinguishes between
BPDB and the new successor holding company, referred to here as HoldCo. While
corporatization of BPDB as a holding company can accelerate and expand the gains
achieved through reform efforts, it is not a panacea. To be effective in the long term,
corporatization must go hand-in-hand with tariff reform. Corporatized entities can improve
reliability and increase access only if they are financially viable.

ES.2 Target Corporate Structure & Migration Plan
Five options are considered for the medium-term target structure of HoldCo:

1. No holding company, i.e. HoldCo is not established and all operating companies
are owned directly by the Government.

2. An operating holding company, where HoldCo would continue to conduct the
generation and distribution activities currently conducted by BPDB

3. A non-operating holding company that owns the single buyer

4. A non-operating holding company with the single buyer as a separate entity owned
directly by the Government

5. Multiple holding companies, in which a separate Generation Holding Company and
Distribution Holding Company are established.

These options were assessed against seven criteria:

1. Financial coordination & optimization. The structure helps ensure that HoldCo can
optimally allocate whatever limited financial resources are available across
generation, transmission and distribution parts of the business, with a long-term
commercial view reflecting the Government’s broader policy objectives for the
sector.

2. Autonomy. HoldCo helps insulate state-owned power sector operations from
Government interference. The Government will of course remain involved in the
sector by virtue of its policy-making and funding roles, but HoldCo can take on
commercial management of the sector. Greater autonomy must of course be
accompanied by better performance management to ensure accountability, and
HoldCo can focus on developing and applying performance management systems
while providing operating entities with the latitude and incentives to make the best
possible commercial decisions.

3. G, T & D Differentiation. A HoldCo structure must balance the unbundling of
generation, transmission and distribution (G, T & D) operations to improve focus
on specific elements of the value chain, with creating synergy between various
parts of the business. Unbundling results in decentralization, where as creating
synergy requires some degree of centralized control.

4. HR Availability. Qualified human resources are at a premium in Bangladesh. Any
HoldCo design should minimize the number of personnel required in senior
executive positions.

Vii
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Executive Summary...

5. Institutionalization of Accountability. Many of the mechanisms to improve sector
performance could be implemented on an ad hoc basis by Government. However,
unless such mechanisms were enshrined in law, continued application would
depend upon the disposition of the Secretary (Power) and other senior
Government officials who happen to be in power at any given time. While such a
law is unlikely, the design of HoldCo can help to institutionalize mechanisms to
drive sector performance rather than relying on the personal vision and
effectiveness of Government officials who change frequently. Perhaps the single
most important mechanism is a system to impose accountability. The Articles and
Memorandum of Association for HoldCo can stipulate the performance monitoring
and associate functions to drive accountability across the entities it owns.

6. Simplicity. Any structural design that is adopted should avoid duplication of
function, and minimize complexity to facilitate implementation.

7. Compliance with laws, policies and contracts. Finally, any HoldCo structure must
comply with prevailing laws and policies, and accommodate existing contractual
arrangements with other parties such as IPPs.

The first three criteria above represent impediments to improved sector performance
explicitly identified in the 2000 Vision & Policy Statement. The last four represent other
practical considerations.

Based on analysis of the five options against the seven criteria, the non-operating holding
company with separate single buyer (Option 4) was identified as the most promising
option, as summarized in Exhibit ES.4. Under this option the generation, transmission and
distribution operations previously owned or conducted by BPDB are transferred to HoldCo
as subsidiary companies once they meet certain conditions. The residual BPDB continues
separately as the single buyer. (“Residual BPDB" refers to BPDB after establishment of
HoldCo and corporatization of its remaining generation and distribution operations as
HoldCo subsidiaries).

A principal benefit of this approach as opposed to creation of a single buyer subsidiary
owned by HoldCo, or transfer of the single buyer function to HoldCo, is that assignment of
PPAs is not on the critical path for operationalization of HoldCo. As single buyer, BPDB
serves as counterparty to all power purchase agreements (PPAS) with independent power
producers (IPPs). Assigning these PPAs to HoldCo or a new subsidiary would take
substantial time and effort, and likely delay the start of HoldCo operations and resulting
benefits. The residual BPDB could nonetheless be corporatized later as a Single Buyer
Company as soon as the PPAs are assigned and Presidential Order 59 (PO 59) is
amended to allow transfer of the system planning function to a successor company.

The non-operating holding company is also highly flexible and could be readily adapted to
meet changes as the sector evolves. Examples of further evolution include the complete
separation of generation from transmission and distribution, or the transfer of other power
sector entities currently not under BPDB, such as DESCO, to HoldCo. Therefore,
establishing HoldCo as a non-operating holding company with the separate single buyer
serves as an achievable interim target and if successful provides a platform for addressing
further changes in the power supply industry.

viii
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Exhibit ES.4: Evaluation of Structural Options for HoldCo

Financial Legal, Policy
. Optimization Business HR Institution- |.. . . &
Option & Autonomy focus [Availability | alization Simplicity Contractual
Coordination Compatibility
1. No Holding Company O ©) @) o b [ o
2. Operating HoldCo O O X ] O { X
3. Non-Operating HoldCo
that owns the Single Buyer o i ° ° i ° ©
4._ Non-Operatlr!g HoldCo o o o o o o °
with separate Single Buyer
5. Multiple HoldCos O o ([ O o O o
Evaluation key:
(] Fully meets or directly supports the criterion
o Partially meets or indirectly supports the criterion
O Slightly meets or supports the criterion
X Conflicts with the criterion

Two migration options were considered to reach this target structure from the existing
BPDB structure.

e Migration Option 1: First create HoldCo as an operating holding company and
transfer all people, assets, liabilities and contracts into it from BDPB, then transfer
operations into subsidiaries and separate the Single Buyer. This makes the
Operating Holding Company (Target Option 2 above) a transitional stage to reach
the target of a Non-Operating Holding Company with the Single Buyer separate
(Target Option 4 above).

* Migration Option 2: First create HoldCo as a non-operating holding company, and
then transfer BPDB operations as they are corporatized to become subsidiaries of
HoldCo. Residual BPDB remains the Single Buyer, which can later be corporatized
once PPAs are assigned.

Both approaches result in a residual BPDB and a separate HoldCo.
Four criteria were identified as a basis for selecting between these two migration options:

1. Speed. The migration path should minimize dependencies on outside events, such
as assignment of PPAs, amendment of PO 59, etc.

2. Effectiveness. The migration path should contribute to the development of a
commercial culture within the new entity.

3. Stakeholder Perceptions. The migration path should demonstrate “quick wins” that
can contribute to broad support for the restructuring effort.

4. Operational Risk. The migration path should minimize the likelihood of service
disruptions.

Based on analysis of the two options against these four criteria, establishing a non-
operating holding company from the outset (Migration Option 2) was identified as the most
promising option. Exhibit ES.5 summarizes the evaluation of the two migration options,
with green shading indicating reasons why an option meets a criterion, yellow indicating

iX
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Executive Summary... B\

uncertainty whether the option would meet the criterion, and red indicating reasons the
option does not fit the criterion.

Exhibit ES.6 shows the proposed migration from the current to the target corporate
structure.

Exhibit ES.5: Evaluation Summary of Migration Optio  ns

Criterion Non-Operating Holding Co. First I Operating Holding Company First

Minimize
outside
dependencies

(speed)

Depends on understanding &
acceptance of new conditions of

service, and commitment of ex-BPDB
managers to new system

Promote
commercial
culture

(effectiveness )

Demonstrate
“quick wins”

(stakeholder
perceptions )

Possibility that new systems

Minimize risk cannot be successfully rolled out
of service company-wide. “Putting all the
disruption eggs in one basket”.
(operational 2. BPDB employees may resist the

risk ) change, potentially feeling that

healthy operations are being
established at expense of BPDB.

X

Government of Bangladesh / ADB.1/8/08



Executive Summary...
Exhibit ES.6: Proposed Migration to the Target Hold  Co Structure

Stage 0: Current State Ownership Structure

e BPDB is a statutory corporation under MPEMR

e DESA isin process of being corporatized as the Dhaka Power
Distribution Company Ltd. (DPDC)

==

Dist Co. Ltd.

n Entities already established Existing Government
under the Companies Act agency or body

Establish &

7771 monitor

Stage 1: Create New Holding Company

e A new holding company (HoldCo) is established under the Companies Act
1994 as a non-operating holding company

e HoldCo will be established with clean opening balance sheets, new conditions
of service, as well as systems and processes that promote commercial
discipline and enable efficient and effective function as a holding company.

= Em

EL Co. Ltd.

New company created at Existing Government
this stage agency or body

Establish &

~7771 monitor
|
|

D Entities already established
under the Companies Act

Xi
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Stage 2: Transfer Existing BPDB Subsidiaries

o Existing BPDB subsidiaries are transferred to HoldCo when each is
ready and transfer prerequisites are met.

T —
‘est Zone

New company created at
this stage

Establish &
~7771 monitor

Co. Ltd.
Existing Government
agency or body

PGCB

Entities already established
under the Companies Act

Stage 3: Create New Subsidiaries

e Existing core business operations of BPDB (distribution, single buyer,
generation) will be corporatized as subsidiaries of HoldCo as they are ready.

« Non-core BPDB businesses will be either (i) spun-off (ii) incorporated into
subsidiaries or (iii) corporatized as separate subsidiaries of HoldCo, e.g. a

Services Company.

. HoldCo .

Establish &
-

1 monitor
I

Co. Ltd.

Existing Government
agency or body

est Zone New
Dlst Operating

Companies

PGCB

New company created at
thls stage

Entities already established
under the Companies Act

Stage 4: Holding Company Complete

o Once all operations of BPDB have been migrated to the new entities
or otherwise disposed of, the residual BPDB will continue to function

as the single buyer.

e

" DESCO

Establish &
7771 monitor

| B
Entities already established New company created at Existing Government
under the Companies Act this stage agency or body
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ES.3 Principal HoldCo Roles & Functions

HoldCo will be a non-operating holding company. Its Articles and Memorandum of
Association developed under this study preclude direct involvement in generation,
transmission or distribution. Its principal functions will be to drive performance in and seek
to optimize the allocation of capital investment across its subsidiaries by virtue of its
powers as shareholder. This latter function is particularly important given the constrained
availability of funds for capital investment in the Bangladesh power sector.

HoldCo will perform these two functions through the following activities:

* Financial Planning entails review and understanding of the least-cost system plan
prepared by the Single Buyer (BPDB), determining the availability of capital
funding for the investments identified in the plan, and then allocating the available
funds across the subsidiaries taking into account the dependency between various
investments (e.g. distribution extension first requires new transmission and
generation), and the individual contribution of these potential investments towards
the Government’s policy objectives for the sector, as reflected in HoldCo's
performance contract.

¢ Performance Management. HoldCo will enter into a performance contract with the
Government that transparently documents the measurable targets HoldCo is
expected to achieve. These targets should align directly with the Government’s
policy objectives for the sector. It will also specify the resources Government
commits to HoldCo in order to fulfil these responsibilities (e.g. capital funding and
baseline tariff levels). The provisions of the Government-HoldCo performance
contract will cascade down to individual HoldCo-Subsidiary performance contracts,
and ultimately to individual employees throughout the Group (i.e. HoldCo and its
subsidiaries together). Performance against targets will be monitored, reported
and rewarded through an integrated performance management system covering
all levels of the Group (building up from individual employee to HoldCo itself as a
corporate entity). HoldCo will take remedial actions as appropriate to improve
weak performance in subsidiaries, including provision of technical advice to
subsidiaries and, if necessary, replacement of subsidiary management.

Each performance contract will reflect powers and restrictions stipulated in the relevant
Articles and Memoranda of Association. Each will define the measurable targets for the
entity, consistent with the authority it has been granted and the resources it will receive. It
will also define how performance against these targets is to be measured and reported,
and the rewards (or sanctions) that will accompany achievement (or failure). Employee
performance management will follow an analogous process and rely on similar
documentation.

Exhibit ES.7 shows the corresponding HoldCo value chain.

Exhibit ES.7: The HoldCo Value Chain

Financial Planning Performance Management
—
— Y
4 Negotiate Negotiate Establish ’ -
Understand Detgrmlne Allocate GOB Subsidiary HoldCo Emlor & st W.'th
Available Report Remedial
System Plan Fundin Capital Performance Performance Personnel Performai Actines
9 Contract Contracts Targets
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Exhibit ES.8 shows how HoldCo will implement these functions with respect to
Government and its Subsidiary Companies (SubCos). HoldCo will have a business
orientation, not an engineering orientation. It will not be directly involved in the physical
production or delivery of electricity, but will hold its operating subsidiaries accountable for
their annual performance. These roles are institutionalized through the Articles and
Memorandum of Association for HoldCo.

Exhibit ES.8: Interaction between Government, HoldC o and SubCos

Rewards & remedial
Government actions, e.g. bonuses,

change of personnel

Targets Performance contracting
consistent with Government
with capex supervision based on
funding sector-level objectives

Consolidated
optimal capital
financing plan

Capital funding
(including loans &

grants from HoldCo
Development Partners)
following Government- Individual Targets Performance contracting with HoldCo
HoldCo agreement on capital consistent supervision based on specific generation,
financing plan financing plans with capex transmission & distribution targets to
funding support sector-level objectives

SubCos LU‘U Rewards & remedial

actions, e.g. bonuses,
change of personnel,
technical assistance

Exhibit ES.9 enumerates HoldCo’s core functions as well as subsidiary support functions.
ES.4 HoldCo Organizational Structure

HoldCo should be organized internally around the work that it does. Exhibit ES.10
identifies the principal organizational units that will execute the various elements of its
value chain. Based on this, Exhibit ES.11 depicts the proposed high-level organizational
structure of HoldCo. In addition to these structural units, there will be various ad hoc
teams that are constituted to perform work of a temporary or intermittent nature (e.g.
annual preparation or updating of the Government-HoldCo performance contract). It is
anticipated that HoldCo will require only 50 to 100 professional personnel.

An alternative organizational structure was proposed by BPDB personnel and is reviewed
in this report. Key features and associated concerns for that proposal include:

« It splits performance monitoring into two departments, one for generation &
transmission, the other for distribution. This could impede consistency of metrics,
measurements and rewards, and, of greatest concern, could result in these
departments attempting to control the subsidiaries they monitor. HoldCo is to impose
accountability on its autonomous subsidiaries, not control them, and the risk of control
increases by structuring HoldCo to mirror the operations of unbundled SubCos rather
than providing an overarching performance monitoring function.

« It establishes O&M and Commercial divisions within each performance monitoring
department, but these are operating functions. HoldCo is not involved in operations.

« It separates IT from performance monitoring, but the principal function of IT in HoldCo
is to facilitate performance monitoring.

« It moves system planning review out of the financial planning department. This
means there is no single unit responsible for preparation of the financial plan, which

Xiv
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Executive Summary...

integrates system planning considerations (the least-cost plan) with funding
constraints (which determine feasibility).

Exhibit ES.9: HoldCo Functions

Financial Coordination — Capex Screening . Financial Coordination — Corporate

« Develop a coordination process for subsidiaries to Finance .
provide inputs to system planner and to prepare * Negotiate with Government through
capex plans in a standard format. Power Division to secure block grant.

« Compile all government-financed capex plans from | « Compile all government-financed
subsidiaries. capex plans from subsidiaries.

« Review plans against system plan and ensure « Review plans against system plan
consistency. Assess linkages & prerequisites for and ensure consistency. Assess
each capex proposal. linkages/prerequisites for each capex

» Screen plans based on financial returns & other proposal.
impacts on other key performance indicators (KPIs), | « Screen plans based on financial
as well as on dependency/linkage with other returns and dependency/linkage with
operations or investment. other operations or investment.

« Present integrated plan to Power Division for review | « Determine how block grant to be
and forwarding to Planning Commission. allocated and delivered to

» Represent all operating companies in project public subsidiaries (e.g. debt, equity) taking
financing matters with Power Division & Planning into account approved projects
Commission. » Consider introduction of a Group

» Adjust capex plans based on final approval from Treasury function
Planning Commission.

Performance monitoring

« Agree with Government on HoldCo KPIs.

» Develop/agree with Government on HoldCo performance contract.

« Agree with subsidiaries on subsidiary KPIs.

« Develop/agree with subsidiaries on their performance contracts.

» Define information requirements from subsidiaries and mode of delivery.

« Conduct internal audits of subsidiaries as appropriate.

« Report monitoring results to Government on agreed schedule.

« Review monitoring results with subsidiaries on agreed schedule.

» Take actions with respect to approval of subsidiary director bonus and/or replacement.

Legal Compliance . HoldCo to ensure that subsidiaries are aware of and complying with all
health, safety, environmental, labor, tax, establishment, accounting and industry regulations.

Information Technology . HoldCo to:

« Define & establish system for delivery & reporting of subsidiary performance & compliance.

« Define & establish system for compilation and reporting of HoldCo performance & compliance.
« Establish IT Principles governing all subsidiaries.

« Monitor compliance/implementation of those principles, and report findings to HoldCo Board.

« Determine relative IT investment priorities among subsidiaries.

« Develop and support HoldCo IT systems.

Human Resources . HoldCo to:

» Conduct search for subsidiary directors

« Define/negotiate terms & conditions of subsidiary director appointments.

« Establish HR management principles for subsidiaries.

« Monitor compliance/implementation of those principles, and report findings to HoldCo Board.
* Manage HoldCo personnel

Stakeholder Management. (e.g. investor relations, public relations, advertising/branding, etc.)
No function anticipated.

XV
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Exhibit ES.10: Mapping of HoldCo’s Value Chainto O  rganizational Units

Financial
Planning
Dept.
—
~ Y
. Negotiate Negotiate Establish ’ -
Understand pnine Allocate GOB Subsidiary HoldCo jritor & -t vith
Available ) Report Remedial
System Plan Fundis Capital Performance Performance Personnel Perforca Actiol
9 Contract Contracts Targets £
Programs &
Projects
Dept.
Exhibit ES.11: High-Level HoldCo Organizational Str  ucture
| Board of Directors |
‘ Internal Audit
| Chief Executive Officer |
HR & Training
Corporate Communications |——| Legal & Company Sec'y |
[ |
Vice President Vice President Vice President
Financial Planning Performance Management Programs & Projects
GM Fundin GM IT & Systems | Project
9 _| y Monitoring
GM Accounting

|| GM Performance -
GM System
Planning Review

ES.5 Implementation Plan

Establishing HoldCo entails the following major steps:

1. Incorporation of HoldCo and provision of capital. This can occur as soon as the
Government approves the Articles and Memorandum of Association and
subscribes the funds for initial capitalization of the company. It can probably
occur within 2 months of the Government’s decision to proceed with HoldCo.

2. Appointment of directors. The signatories to the Articles of Association (AoA)
automatically become the first Board of Directors. However, this is only a
temporary step until a new board can be established following the process
outlined in the AoA. The Government may initiate this process by appointing a
selection panel following the provisions of the AoA even if the A0A has not yet
been executed. This is the initial critical path task in the establishment of
HoldCo. It is expected that the “real” Board can be established within 3to 5
months of the Government’s decision to proceed with HoldCo.
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3. Appointment of managing director (chief executive officer). This will be
conducted by the Board of Directors. The process should be complete within 3
to 4 months of the Board taking up its duties.

4. Acquisition of premises and initial assets. This can be performed under the
supervision of the managing director, in parallel with the employment of staff.

5. Employment of staff. A cascading recruitment process is envisioned in which
each level of management vets the level of management below it. It is
expected that Vice Presidents will be appointed within 4 to 6 months of the
Board taking up its duties. Employment of staff should be complete within 7 to
12 months of the Board taking up its duties, and will follow open recruitment.
As staff join, they can further define and document the new business
processes to be performed in their respective areas.

6. Acquisition of shares in power companies. This may happen after a critical
mass of personnel have been hired, most likely 5 to 8 months after the Board
takes up its duties. The transfer of former BPDB subsidiaries to or the spin-off
of remaining BPDB generation and distribution operations as subsidiaries of
HoldCo should be contingent upon the subsidiary achieving the following
conditions:

* Profitability of the company is at or near the level projected in the FRRP.
e The company’s debt service and trade purchase payments are up to date

* The ability to provide financial information in the detail necessary for
consolidation in Group financial statements has been established

« An adequate and effective management structure exists.

Overall, the establishment and operationalization of HoldCo will require some 10 to 17
months from the time the Government decides to proceed. This is consistent with the start
date of 30 June 2009 assumed in the financial projections.

ES.6 The Future of BPDB

Out of the 13,649 employees reported for BPDB in 2007, 10,561 will be transferred to
corporatized generation and distribution subsidiaries. Of the remaining 3,088 BPDB
employees, 2,232 will be transferred to a Support Services company.

Of the remaining 856 employees, all of whom are from the BPDB Head Office, it is
estimated that 268 will also be transferred to subsidiaries. The remaining 588 personnel in
the BPDB Head Office will be responsible for the preparing remaining BPDB operations
for corporatization and performing the single buyer function. Over time, as operations are
corporatized, BPDB will be left with only the single buyer function.

The single buyer function currently employees about 238 personnel. Consequently, there
could be as many as 351 excess personnel once corporatization of operating units is
complete. However, it is not clear how much natural attrition will have occurred by that
time, either through retirement or successful application to HoldCo. In any case, this
number of employees can be maintained without compromising the financial viability of
the HoldCo concept. Creation of HoldCo as proposed does not result in loss of
employment or redundancy. This is consistent with Government policy that no one will
lose his or her job as a result of power sector reform. (Given the limited number of
employees involved and problems with recent Voluntary Retirement Schemes in
Bangladesh, creation of a VRS to facilitate corporatization of BPDB is not recommended).
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As noted above, BPDB should continue to serve as the single buyer until the PPAs are
assigned to a corporatized successor, at which point all personnel should transferred on
an as-is, where-is basis to the newly corporatized single buyer company.

The single buyer typically performs the following functions:

e System planning . It forecasts demand growth and determines the least
cost generation and transmission capacity additions to meet that growth. In
the new funding mechanism proposed for the sector, BPDB will prepare its
system plan as it does now, but then forward it to HoldCo for review and
funding analysis.

e Procurement . It procures new generation, typically on a competitive basis,
to meet expected demand.

e Contracting . It contracts with generators and distributors for the purchase
and sale of bulk power. PPAs will have to be developed for each of the new

* Settlement . It settles (i.e. invoices distributors and pays generators)
monthly for bulk power transactions.

BPDB currently conducts all of these functions except for procurement. While it
participates in the procurement process for new independent power producers (IPPs),
Power Cell leads this process on behalf of the Government of Bangladesh. BPDB
employees participate with the Power Cell team for procurement and contracting.

Like HoldCo, the residual BPDB will not have an operating role for the physical delivery of
power. It will fulfill purely planning and commercial functions. Though it may participate in
monthly system operation coordination meetings with generators and PGCB, dispatch
should remain solely under PGCB’s National Load Dispatch Center (NLDC). The purpose
of the monthly coordination meetings will be to share information on the monthly load
forecast, plant operating costs, system constraints and scheduled maintenance so that the
NLDC can establish a supply curve against which merit order dispatch can be conducted.
The BPDB single buyer can contribute information on expected variable costs per the
PPAs it holds, as well as take note of forecast plant availability.

BPDB'’s current structure should therefore be retained initially. As remaining operations of
BPDB are corporatized, those branches of the organization will move to the subsidiaries.
By the time the corporatization of subsidiaries is complete and BPDB performs only the
single buyer function, all of the organizational units under Member Distribution and
Member Generation will have been spun off to new operating companies along with all
training, engineering, and logistics units to the Support Services company. (Organizational
units under Member Transmission have already been spun off). The remaining
organizational units under Administration and Finance will also slim down as personnel
and in some cases, entire units, move to the new subsidiaries. Ultimately, BPDB as the
single buyer will have on the order of 200 personnel and an organizational structure along
the lines of that shown in Exhibit ES.11. The functions of each department would be much
the same as in the existing BPDB.
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Exhibit ES.11: Structure of Residual BPDB as Single Buyer

| Energy audit, security
| Secretary | & investigations
Administration Finance System Planning
& Development
Director Director
Personnel Commercial Director
- System Planning
Director Director
Labor & Welfare Audit Director
- Procurement &
Director Contracting
Accounts
Director
Finance

ES.7 Power System Reliability in the Corporatized E  nvironment

Reliability of power supply remains a major concern for the Government and other
stakeholders. These stakeholders seek to understand how corporatization (in particular
the establishment of HoldCo and focusing of BPDB as single buyer) can contribute to
improved power system reliability.

Reliability depends directly on two sets of activities: system control and operations, which
are conducted on the short-term time scale of real time, hours, days and weeks, and
planning procurement, construction and commissioning, which occurs over the longer
term time scale of months and years.

This report presents several recommendations regarding planning and procurement that
are intended to enhance system reliability in addition to other benefits. These
recommendations include:

* Improved performance management among operating companies,
supporting timely implementation of investment plans (Chapter 3)

e Creation of a financial planning function under HoldCo to optimize
allocation of available capex funding (Chapters 3 and 8)

* Inthe longer term, introduction of new modalities for sector funding
(Appendix K)

System control and operations, on the other hand, are not directly performed or affected
by HoldCo or the residual BPDB functioning as single buyer. These entities provide
commercial functions, not technical functions. They are not responsible for physical
operation of the system. More generally, corporatization is about long-term management
of the power sector, not short-term operational control of the grid system. Both are
necessary for a successful sector, and they should be mutually reinforcing.
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As noted above, system operations should be the responsibility of PGCB (which includes
the NLDC). To perform this role, generators and distributors must follow the instructions of
the NLDC. Certainly implementation of Automatic Generation Control (AGC), transmission
SCADA and distribution automation systems can help centralize system control and
ensure compliance with instructions. However, such technology is not essential for
effective NLDC control. The fundamental requirement is that generators and distributors
comply with NLDC instructions regardless of how those are delivered.

Normally the specifics of such compliance would be documented in a grid code, which
ultimately would be enforced by a regulator. Although PGCB has developed a grid code, it
has not been fully introduced and the BERC is not yet in a position to formally adopt the
code and compel compliance.

These observations and suggestions are consistent with the findings of the Fact Finding
Committee convened by Power Division to investigate the grid failures resulting Cyclone
Sidr on 16 November 2007. That report concluded that there were both technical as well
as managerial reasons for the duration and extent of the system outages resulting from
Cyclone Sidr. Technical causes included unreliability of telecommunications facilities, poor
operator controls and displays, absence of AGC and inadequate number of self-starting
units. (These inadequacies could perhaps be addressed through optimal capex allocation
as envisioned under HoldCo). Managerial causes include lack of responsiveness by some
generators to NLDC instructions, imprecise or unheeded load allocation commands to/by
distributors, as well as poor internal processes and controls within NLDC itself (including
absence of contingency plans and emergency training).

Therefore, until a grid code is formally adopted and enforced by the regulator, the Minister
of Power, Energy and Mineral Resources, or the Secretary (Power) as appropriate, should
establish a grid system operations committee, chaired by the head of system operation.
The instruction establishing this committee should:

« Identify members of the committee as the heads of the all generators
(including IPPs), distributors, and the single buyer (BPDB).

e Establish the sole authority of NLDC to control the real-time operation of
the system, accountable for operational reliability.

¢ Mandate that that all entities connected to the transmission system must
take timely action on instructions issued by the head of system operation
regarding real-time operation of the system

e Compel members of the committee to participate in monthly system
coordination meetings chaired by NLDC, and provide information
requested by NLDC for planning system operations.

e Provide for NLDC to report member compliance to the Government
authority issuing the instruction, and outline penalties for non-compliance

System operation is but one element of the electricity value chain. Exhibit ES.12 depicts
the complete value chain.

Exhibit ES.12: The Electricity Value Chain

; . 4 Metering, Monitoring &
System
L Y Fman%rocurement Construction Dispatch joperations & Billing & Remedial

Forecasting Planning Planning Maintenance Collections Action
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Ultimately, reliability of power supply depends upon execution of each element of this
value chain. The table in Exhibit ES.13 shows how responsibilities for performance of
each element of the chain may be allocated across the power sector entities described in
this report. The exhibit also indicates the document(s) that govern the execution of each
element of the chain. Not all of these documents have been prepared, but eventually the
sector will require the development of and adherence to these documents to guide each of
the sector entities in fulfilling its role.

Exhibit ES.13: Post-Corporatization Responsibilitie

Value Chain
Element

(Governing document)

Load forecasting
(Grid Code)

Generation

companies

Prepare
forecasts of
their own
availability and

PGCB (incl.
NLDC)

Prepares,
ensures
consistency of,
and distributes

Distribution
companies

Each prepares
bottom-up
forecast for own
service area for

Residual
BPDB (Single
Buyer)

For operational
forecasts:
receives
forecasts from

s across the Power Sector

HoldCo

potential output |day-, week- both planning PGCB

for both and month- and operational | For planning

operational and |ahead time scales forecasts:

planning time forecasts for consolidates,

scales system checks & ensures

operations consistency

System planning Provides Provides Plans local Formulates -
(Grid Code, generation transmission distribution system least-cost
Planning Code) inputs to plan inputs to plan | systems plan
Financial Proposes Proposes Proposes Provides least- Optimizes capital
planning capital capital capital cost plan details | allocation from
(HoldCo MOA / requirements for | requirements | requirements to HoldCo Government
AOA) plan for plan for plan across entities to

implementation |implementation | implementation best achieve

performance
contract targets

Procurement Procures fuel & | Procures Procures Works with Establishes
(Government spares, and transmission | distribution line | Power Cell to procurement
procurement may procure and grid sub- | materials and procure new authorization
regulations, new capacity as | stations sub stations generation and levels for
Tendering Code) authorized serves as PPA subsidiaries via

separately by counterparty shareholder role

regulator &

shareholder.
Construction Constructs new | Constructs Constructs new | - -
(Grid Code, other generation new distribution

codes & regulations)

transmission

Dispatch Follows system | Performs Follows system | Provides cost -
(Grid Code) operator system operator inputs to system
instructions operator role instructions operator per

through NLDC PPAs

Operations & Operates & Operates & Operates & - -

Maintenance maintains maintains maintains

(Grid Code, AOA / generation transmission distribution

MOA of entities, and NLDC

contracts & licenses)

Metering, Billing Bills Single Bills Performs retail | Bills distributors & | -

& Collections Buyer for power | distributors for | customer pays generators

(Grid Code, Supply produced transmission metering, billing | for bulk power
services & collections supply

Code)
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Value Chain aneratio S~ Sistributic Residua
Element - g - BPDRB gle oldCo
(Governing document) ompa D SIpe BUVve
Monitoring & Internal Internal Internal Depends on Monitoring and
Remedial Actions monitoring and | monitoring and | monitoring and | whether Single performance
(Annual: HoldCo performance performance performance Buyer establishes | management of
MOA / AOA management to | management | management to | performance SubCos in line with
Operational: meet SubCo- to meet meet SubCo- contract with HoldCo-
Grid Code, HoldCo SubCo-HoldCo | HoldCo Government or Government
contracts) performance performance performance becomes SubCo |performance
contract contract contract contract
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1. INTRODUCTION

11 BACKGROUND AND OBJECTIVES

1.1.1 Sector Overview

Exhibit 1.1 summarizes key electricity generation and consumption statistics for
Bangladesh for the past several years.

Exhibit 1.1: Key Electricity Statistics

e cading Juve 30 2002 2003 2004 2005 2006
Electricity sent out (GWh) 17.445 18422 | 20,066 | 21.150 | 23,023
Growth in electricity sent out 71.3% 5.6% 8.9% 54% 8.9%
Transmission loss 3.8% 3.8% 3.5% 3.6% 3.5%
Distribution loss 24 5% 22.3% 21.3% 20.0% 19.2%
Electricity sales (GWh) 15,243 16332 | 18.024 | 19122 | 20.836
Growth in electricity sales 8.9% 7.1% 10.4% 6.1% 9.0%
Average number of -:.usrumers 5652 6376 7137 7973 3813
(-000s)*

source: BPDE, REB

Despite economic growth averaging some 5.1% annually over the past 10 years,
Bangladesh continues to face daunting problems in the power sector, notably:

* An electrification ratio of less than 40%.

» Extensive load shedding. Load shedding sometimes approaches 1,000 MW,
equivalent to about 25% of total de-rated generation capacity in the country.

The electrification ratio can be improved by extending rural electrification, and load
shedding can be reduced by adding and rehabilitating generation capacity, and where
necessary, upgrading transmission and distribution capacity. However, these actions
require capital investment, which is not available in sufficient quantities to make major
progress in addressing these problems.

The lack of capital investment is but a symptom of more fundamental problems within the
sector. Specifically, tariffs and Government subsidies are inadequate to recover the cost
of supply. The average retail tariff is approximately US cents 5.1/kWh. Though IPPs such
as Haripur and Meghnaghat produce power for as little as 2 US cents/kWh, IPPs
represent only about one-third of total generation. The overall cost of supply is relatively
high due to high technical losses and other inefficiencies in the sector. For example, some
23% of net generation is lost through the transmission and distribution system, and state-
sector generation far less efficient than IPP generation.
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The best way to obtain an overall picture of the sector’s finances is to identify the total
revenue earned from retail sales and deduct the out-of-pocket cash expenses incurred by
all entities in the process. The difference indicates the sector’s net funds available
annually to reward owners and lenders, repay debt capital and contribute towards growth.

This simple but fundamental analysis shows that the Bangladesh power sector is
insolvent. It generates insufficient cash to finance all the necessary major rehabilitation
work and needed new generation capacity let alone service its long term debt capital.

Exhibit 1.2 summarizes the sector funds flows on revenue account for FY 2005. BPDB's
expense includes the cost of power purchased from IPPs, which, as private parties, are
outside the sector for the purpose of this analysis, which is based on revenue billed to
consumers. The resulting surplus, i.e. operating profit before depreciation and before
interest on long term debt capital (BDBI), was about Tk 4,100 million.

The book value of fixed assets in service in the

sector is over Tk 180,000 million.* The ‘cash’ Exhibit 1.2: Sector Cash Balance

surplus of Tk 4,100 million is only 2.2 per cent of the Retail Out-of-
value of fixed assets. Assuming an average Entity Revenue pocket
depreciation rate of three per cent of cost and Expense
allowing a return to capital of 10 per cent of fixed M Tk
assets in service,” the revenue requirement is BPDB 16 985 42 838
Tk 85,000 million. Actual revenue at just under DESCO 5475 265
Tk 60,000 million leaves a shortfall of more than WZPDC 1116 303
Tk 25,000 million.® DESA 12129 1050
o , , REB 23 246 6733
If efficiency could be improved and tariffs and/or PGCB 593
subsidies increased, the sector would be able to APS 3071
self-finance a greater portion of its capital needs,
and would be a creditworthy borrower with access 58 951 54853
to private capital®. Currently it relies solely on Surplus BDBI 4098
funding from the state budget, including funds 58 951 58 951

provided by development partners.

Exhibit 1.3 summarizes the fundamental problems of the Bangladesh power sector.

The depreciated replacement cost may well be more than half as much again based on
BPDB's asset values restated to 2005.

This is the target return on net fixed assets used in the Financial Restructuring and
Recovery Plan (FRRP) recently adopted by GOB. This metric is commonly used by
multilateral lending agencies.

The only direct Government subsidy to the sector is Tk 80 million to REB. The sector is
indirectly subsidised to the extent of unpaid debt service, capital grants, and the like.

Although IPPs represent 27% of total nameplate capacity of 4,680 MW and 33% of total
generation, these plants have been constructed largely on the basis of sovereign
guarantees and multilateral bank partial risk guarantees rather than on the basis of the
fundamental commercial attractiveness of investing in the power sector.
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Exhibit 1.3: Fundamental Problems in the Bangladesh Power Sector

Root Causes Symptom Conseguences

Losses & Other
Inefficiencies Low Access

T&D losses are 23% of
total net generation.

Electrification ratio < 40%

State-sector generation
relatively inefficient.

Insufficient
Capital Funding

'
S

Inadequate Poor Reliability
Tariffs & . ,
. - Extensive load shedding due to
Subsidies estimated peak time shortfall of
Sector revenue generates operating profit some 1,000 MW

before depreciation & interest equivalent
to only 2.2% of net fixed assets.
Inadequate to maintain & expand capacity

1.1.2 The Government Response

These have been chronic problems for Bangladesh. To simply increase tariffs without
improving the efficiency of the sector would disregard the Government’s obligation to
properly manage the sector, and would be politically untenable. Conversely, simply
increasing efficiency without adjusting tariffs to ensure financial viability is unsustainable.
To be effective in the long term, any restructuring (including corporatization) must
go hand-in-hand with tariff reform.  Hence, the Government vision for the sector
contains three elements that implicitly recognizes the linkage between tariffs, access,
guality of service and efficiency:

* To make electricity available to all

* To ensure reliable and quality supply of electricity

» To provide electricity at a reasonable price.
The Government has taken a comprehensive approach to achieve this vision. In 1994, the
Government issued a policy statement titled Power Sector Reforms in Bangladesh
(PSRB). The PSRB envisioned:

» Separation of regulation from operations

* Unbundling of generation, transmission and distribution

* Increased commercial orientation of the sector

» Greater private sector participation in the sector

The Government further defined the goals and means of sector reform in 2000 with its
Vision and Policy Statement. Among other things, this statement called for:
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» Corporatization of state-owned operating entities in the power sector, including
BPDB

* Progressively adjusting tariffs to reflect cost of supply

More recently, the Government published Power Sector Reform Road Map in 2005, which
laid out a three-year time-bound action plan to implement policy. A principal element of the
Road Map was corporatization of BPDB as a holding company by June 2007. A number of
other assignments have been conducted over recent years to support other Government
objectives for the sector. These reports are summarized in Supplemental Appendix A.

1.1.3 Project Objectives

To assist the Government with the corporatization of BPDB as a holding company, this
ADB technical assistance project aims to:

» Formulate a design and strategy for the holding company
0 Legal & commercial aspects
0 Accounting & financial management
0 Human resources management
0

Management Information System (MIS)
» Assist with the corporatization itself, including implementation planning,
preparation of articles of association (AOA) and memorandum of association
(MOA), etc.

The complete terms of reference for the Assignment are given in Appendix A along with a
table of compliance.

1.2 KEY CONCEPTS

Over the years, Government policy in the sector has referred to three elements as noted
above:

* Unbundling

* Corporatization

* Introduction of a holding company
Each of these concepts is discussed in turn.
1.2.1  Unbundling

Unbundling is the process of breaking up a single entity into smaller ones. There are two
principal motivations to unbundle an entity:

» Toimprove business focus. Breaking an organization into smaller ones can help
limit the span of control to what can be (cost) effectively managed. Consequently,
unbundling is typically conducted on either a geographic basis, or along the value
chain.
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* To enhance accountability. Driving accountability is an essential aspect of power
sector reform, especially in terms of improving efficiency. As shown in Exhibit 1.4,
there are four elements that comprise accountability. Defining discrete pieces of a
business through the unbundling process facilitates clear allocation of authority,
target setting and performance measurement.

Exhibit 1.4: The Elements of Accountability

Set Measure Reward or
Expectations Performance Sanction
 Grant authority  Set targets commensurate ¢ Report performance * Commensurate with
* Provide resources with authority against targets to relevant performance in terms of
¢ Implement a system to parties time and magnitude
measure performance (effective incentives)

Supplemental Appendix B provides case studies of utility unbundling from other countries.
1.2.2 Corporatization

Corporatization, in this context, is the transfer of the role of a public body to a company
established under the Companies Act 1994. The new company may remain fully state-

owned, or could accommodate any degree of private sector ownership the Government
may deem.

Corporatization enables:

» Improved accountability. Corporatization institutionalizes and helps make
transparent authority, governance and accounting to drive commercial
performance. Governance structures and processes are both stipulated by law, i.e.
the Companies Act 1994, as well as by the Articles and Memorandum of
Association. Such structures and processes are typically not adopted in a
government setting.

* Creation of a new culture. More generally, corporatization facilitates a shift from
bureaucratic to commercial orientation, and in the case of a utility, from an
engineering mindset to a business mindset. This is reflected in the new language,
behavior and processes adopted by personnel as the structural change takes
place. Ideally, the culture should shift from entitlement-based to performance-
based, where decisions are made to maximize profits rather than simply follow
regulations.

* Commercial funding. A profitable company can tap private sources of capital. This
is particularly important in Bangladesh, where the Government (in the Vision and
Policy Statement) has explicitly recognized inadequate government funding as a
major impediment to improved sector performance. Moreover, continued nearly
exclusive reliance on Government funding only keeps the sector subservient to
political, rather than commercial, interests, which has enabled abuse in the past.

» Partial privatization. As indicated above, a company can be partially privatized to

generate additional resources for government.
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Specifically, corporatization is the process of moving people, relationships with outside
parties, assets & liabilities from a public body to a state-owned company to undertake the
functions previously performed by the public body. As shown in Exhibit 1.5, there are
always two entities in the corporatization process that exist for some time in parallel. It is
not possible to simply have an existing public entity become a company overnight, since it
takes time and much legal work to transfer people, contracts, assets and liabilities to the
new organization.

Moreover, if corporatization is to successfully achieve one of more of the above
objectives, it necessarily entails the development of new work processes that will result in
greater accountability, commercial orientation, etc. The design of new processes often
begins before the formal establishment of the new company, and these processes are
implemented as people, contracts assets and liabilities are transferred to the new
company, culminating in the subsequent starts operations.

The transfer of assets and liabilities is frequently referred to as the financial transfer
scheme. This will determine the opening balance sheet for the new entity. Contracts, of
course, also need to be assigned from the legacy public body to the new entity. The
transfer of people (and the acceptance of most likely new conditions of service within the
new entity) is referred to as the human resource transfer scheme. These transfers need
not necessarily happen in any particular order, but none the less must be planned in a
comprehensive manner to ensure that linkages are taken into account (e.g. settlement of
pension liabilities — a financial transfer scheme issue — as people are transferred.

Exhibit 1.5: The Corporatization Process

The Existing Entity (Public Body)

Wind-up

aluayas Jajsuel] HH

_________________________

Legal Time

establishment —

Finally, the process of corporatization need not take place only as a complete transfer of
roles from one public entity to a single new company. Certainly that can be
accommodated but many other arrangements are possible: the roles of a public body
could be transferred to a number of new companies (e.g. as part of a process of
unbundling), or only certain roles could be transferred to a new company, while the legacy
public body retains only a subset of functions and continues to operate.

1.2.3 The Nature of a Holding Company
The Government has stipulated, and ADB agreed to support, the establishment of BPDB

as a holding company. A holding company is a company that owns other companies, i.e.
subsidiaries. A holding companies ownership is not passive, however. At a minimum, it:
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Provides strategic guidance and coordination for operations across the group, i.e.
the holding company together with all its subsidiaries. The aim is for the Group as
a whole to achieve better results than the companies would individually.

Drive performance of the group companies to achieve shareholder objectives. It
does this through authorities granted it as shareholder of the subsidiaries, hamely:

0 It appoints subsidiaries’ directors
o0 It drives accountability by:
* monitoring subsidiaries’ performance
» ensuring competent internal & external audits
= reporting Group performance to HoldCo shareholders against

agreed objectives, and takes action as appropriate in its role as
shareholder of the subsidiaries to ensure targets are met.

In addition to this essential, defining function of owning subsidiaries, a holding company
can itself perform services or operations other than to support the above functions. A
holding company that only performs the core shareholding function is referred to as a non-
operating holding company, whereas one that also conducts activities in addition to those
supporting its core shareholding functions is referred to as an operating holding company.

The degree to which a holding company may function as an operating holding company
depends on several factor, which may sometimes overlap:

Regulatory requirements. Sometimes regulators or laws may require corporate
ring-fencing between entities (e.g. that a competitive generation company and a
monopoly distribution company should not be in the same company, or that one
should not own the other), so that a holding company would own separate
subsidiaries for these businesses and each would undertake operations of its own.

Economics of centralization vs. decentralization. In some cases it may be
advantageous to provide certain common services for all subsidiaries in the
holding company, for example finance and accounting, or IT. The holding company
would then “sell” these services to the subsidiaries.

Feasible span of control / adequate business focus. Sometimes having a
preponderance of operations in the holding company creates an unmanageable
span of control or dilutes business focus. Too many business activities or too large
a service territory under a single entity may inhibit timely decision making or
impede effective management.

Need for transparency. Shareholders or other stakeholders may want greater
visibility of how various parts of the business perform. Establishing subsidiaries
can create greater access to senior management, and provide a clearer picture of
operational performance in specific business or geographical areas.

Risk management. Establishing subsidiaries for specific business can help to
insulate the risk of those activities from the broader operations of the group. The
liability of shareholders is limited to their share capital, and by establishing a
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business as a subsidiary limits the potential risk to the rest of the group from
events that could affect that particular part of the business.

» Liquidity and access to capital. A holding company can serve as a conduit for
funds between various operating subsidiaries, and can function as a “bank” to the
rest of the companies in the group, borrowing on the strength of its balance sheet.
Alternatively, it may be possible to segregate subsidiaries by financial
performance, so that at least some operations may be able to pursue private
financing. In Bangladesh, by establishing DESCO and PGCB as financially-viable
subsidiaries, they have been able to float shares and issue bonds. That would not
have been possible if these operations had remained part of larger, loss-making
operations.

Exhibit 1.6 depicts the roles and various issues that must be resolved at each level in
setting up a state-owned holding company structure for a power utility. The following
sections of this report propose solutions to address these issues in the establishment of a
BPDB holding company.

Exhibit 1.6: Roles & Relationships in a Holding Com  pany Structure

LEVEL ROLE ISSUES
Shareholder Appointment, removal & composition of
«  Appoints Board Board
Government Monitors Board performance «  Performance improvement mechanisms
against targets Owner's representative

Holding Company

Holding Company

» Shareholder of Subsidiaries

* Insulates against government
interference

» Drives commercial performance

Performance improvement mechanisms
Operating vs. non-operating

Planning, coordination, support and
Single Buyer functions

Financial role

Corporate governance

Regulator
e Tariffs I
«Codes
eLicenses

Other
Firms
eContracts
«Can be other «Payments
subsidiaries eService
Customers
1.3

= JJJ
[
ﬁ Subsidiaries

Subsidiary Companies
« Conduct operations

» Contract with other firms
» Serve customers

PREVAILING INDUSTRY STRUCTURE

Autonomy and boundaries of authority &
responsibility

Performance management mechanisms
Commercial arrangements with outside
entities

The Government of Bangladesh (GOB) plays a major role in supplying power. The state
ownership structure of the industry is shown in Exhibit 1.7. The state is involved in the
sector operations through the following entities:

* Ministry of Power, Energy and Mineral Resources (MPEMR). MPEMR sets sector
policy and controls the statutory boards with operating responsibility (BPDB, REB,
DESA) through its Power Division. The Power Cell is a separate unit established to
manage the reform program and tenders for Independent Power Producers (IPPs).
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« The Bangladesh Power Development Board (BDPB) is a statutory authority
responsible directly or through its subsidiaries for state-owned power generation,
transmission and urban distribution outside of Greater Dhaka. It also serves as the
single buyer, functioning as off-taker for all IPPs and state generators.

* The Power Grid Company of Bangladesh (PGCB) is the subsidiary of BPDB
responsible for system operation and transmission throughout Bangladesh.

* The Ashuganj Power Station Co. Ltd (APSCL) is a subsidiary of BPDB that owns and
operates 724 MW of the 3,420 MW of capacity under BDPB. It is not considered as an
IPP.

* The West Zone Power Distribution Company Ltd (WZPDCL) is responsible for
distribution in the western part of the country, while the North West Zone Power
Distribution Company Ltd (NWZPDCL) will take over distribution in the northwestern
part of the country.

* The Electricity Generation Company of Bangladesh Ltd (EGCB) is a subsidiary of
BPDB which will own the Siddhirganj and Haripur plants, and perhaps other
generating assets of BPDB. The North West Power Generation Company Ltd
(NWPGC) is another recently-established subsidiary will own and operate generating
assets in that part of the country.

« The Dhaka Electric Supply Authority (DESA) is a statutory authority responsible for
distribution in the greater Dhaka area. Some distribution areas of DESA were broken
out and corporatized as the Dhaka Electric Supply Company Ltd. (DESCO). DESA
itself is in the processes of being corporatized as the Dhaka Power Distribution
Company Ltd. (DPDC).

» The Rural Electrification Board (REB) is responsible for rural electrification, either
directly or through the establishment and monitoring of the 70 Palli Bidyut Samiti (PBS,
or Rural Electrification Cooperatives).

« Rural Power Company Ltd (RPCL) is an IPP established as a joint venture between 5
of the PBS and REB.

Corporatization of other parts of BDPB as subsidiaries, such as the Central and South
Zone distribution operations, is also underway.

Exhibit 1.7: State Ownership in the Bangladesh Powe  r Sector

MPEMR

| | Establish &
BPDB ‘ DESA/DPDC* }' ~7771 monitor

Single Other Dist Other |

Buyer Zones Generation DESCO

Ashuganj West Northwest Northwest o
PGCB Power Zone Zone Power EGCB ural Power
Station Dist Dist Gen Co. Ltd.

Entities already established Existing Government  * DPDC, which has been established under the Companies
under the Companies Act agency or body Act, will be the corporatized successor to DESA
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Power and financial flows are shown in Exhibit 1.8. BPDB plays a key role in the sector as
the single buyer. This exhibit also shows the Bangladesh Energy Regulatory Commission
(BERC), which was established under the Bangladesh Energy Regulatory Commission
Act 2003 (BERC Act) to, among other things:

» Determine tariffs throughout the entire electricity value chain

* Prepare and issue licenses

Establish codes and standards
» Resolve disputes between licensees, as well as between licensees and consumers
The Government nonetheless retains the authority to promulgate overall sector policy. In
practice BERC has been slow to function effectively as a regulator. For example, although
BERC was established 4 years ago and despite the chronically poor condition of the
sector as described above, BERC did not issue its first retail tariff order until March 1,
2007. (That order raised tariffs 5 to 15% depending on the tariff class).
Exhibit 1.8: Industry Structure of the Bangladesh P ower Sector
MPEMR

Conducts Sets sector

IPP tenders policy

|:| Government Agencies

Generation
RPCL APSCL |:| State-owned companies
BPDB [] sroB
Generation
|:| Other Statutory Auth.
NWPGC [] Private IPPs

. Power Flows
Issues licenses
Financial Flows

BPDB | single
Buyer

PGCB
Transmission

BERC

BPDB
R DESCO
Sets tariffs, codes REB || Distribution -
& standards r‘ . DESA /
PBSs | |WZPDCL|[NWZPDCL || pppe | /mm)
Distribution

1.4 PREVAILING BPDB STRUCTURE AND STAFFING

BPDB is constituted under the leadership of a Chairman, assisted by five Members
managing 2 non-technical formations, that of Administration and Finance, and 3 technical
formations, that of Systems Planning & Development, Power Generation, and Power
Distribution. The internal organization of BPDB is shown in Exhibit 1.9. Directors and
Chief Engineers manage their respective departments and report to their respective

1-10

Government of Bangladesh / ADB 1/8/08



1. Introduction. . . H\

Members of the Board. They are responsible not only to their respective Member but to
the Board as a whole including the Chairman.

Exhibit 1.9: Current Organizational Structure of BP DB

Chairman

—| Office of the Chairman

Administration Systems Planning Power _ Power
and Development Generation Distribution

Director of GM | CE Project Planning | | CE Generation | | CE Central Zone |
Personnel Commercial
- Operations | CE System Planning | | CE Ghorasol P/S | CE
Dlrectgr of SouthernZone
33?25: ACICTG Director of CE Design and CE 0&M
Audit Inspection Chittagong P/S | CE North Zone |
Director of - :
Enquiry and Director of | CE Projects | | CE Comilla Zone |
Discipline Purchase | CE Sylhet Zone |
Director of Director of
Labour and Finance CE Rangpur
Welfare Zone
Director of
Director of Estate Accounts
and Transport . .
: : CE — Chief Engineer
Chief Medical GM — General Manager
Officer

Exhibit 1.10 shows the number of sanctioned positions and actual number of employees
for principal BPDB units and subsidiaries.
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Exhibit 1.10: BPDB Personnel by Class

Staffing of Internal BPDB Units

MANPOWER DISTRIBUTION

UNIT DIVISION Sanctioned Existing Vacant
Post Manpower Post
Head Office 2284 1588 696
Total 2284 1588 696
CE Generation Dhaka 1640 1164 476

(Tongi, Bheramara, Baghabari,
Ranjpur, Fenchuganj, Barisal DPS,
Barisal GT, Syidpur DPS, Syidpur
GT, Thakurgaon DPS, Sylhet GT,
Vhola DPS, Haripur, Shahzibazar)

CE Chittagong 1708 903 805
Generation (Chittagong, Karnaphuli,
Barzmauntain, Sikalbaha)
CE Siddhirganj 660 435 225
CE Ghorasal 1184 947 237
CE Khulna 834 542 292
CE Barapukuria 276 150 126
Total 6302 4141 2161
Central Zone 2182 1669 486
Distribution North Zone 3385 2283 1102
South Zone 4280 2468 1812
Total 9847 6420 3427

26 RAOs, 4 RTCs, Kaptai
Others Academy, DTC, DD Store,

Energy Authority 1900 1800 100
Total 1540 1500 100
Grand Total 19,973 13,649 6324

Staffing of Principal BPDB Subsidiaries

Companies Sanctioned Existing Vacant Post
Post Manpower
APSCL 1047 878 169
EGCB 46 46 0
WZPDCL 4213 2841 1372
PGCB 2110 1868 242

1.5 POWER SECTOR CORPORATIZATION EXPERIENCE IN BANG LADESH

Although the concept of a holding company is new to the Bangladesh power sector, there
is considerable experience with corporatization of power sector entities. PGCB and
DESCO were legally incorporated in 1996, APSCL in 2000, and WZPDCL in 2003. These
companies began functioning one to two years after incorporation. Companies
incorporated more recently such as EGCB, NWPGC, and DPDC have yet to become
commercially operational, or are at early stages of operation.
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Experience with PGCB, DESCO and WZPDCL shows the benefits of corporatization.
PGCB and DESCO, for example, have raised equity through minority listings on the
Bangladesh Stock Exchange. Exhibit 1.11 shows the reductions in losses and
improvements in service quality that have been achieved subsequent to corporatization.

As described in Section 1.2.2, corporatization in itself does not create these benefits, but
rather when properly carried out creates the environment in which such benefits can be
realized. Corporatization is a hecessary, but alone not sufficient, condition for improved
power sector performance. The remainder of this report suggests how BPDB may be
corporatized as a holding company to achieve further performance improvement.

Exhibit 1.11: Examples of Improved Performance Post

-Corporatization

Transmission Losses
6%
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Transmission Interruption
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2. STRUCTURE OF THE HOLDING COMPANY

2.1 CRITERIA FOR SELECTING A TARGET STRUCTURE

The first step in establishing a power sector holding company is to determine its target
corporate structure, i.e. the identification of the companies that make up the industry and
the shareholding relationships between them. By defining this “destination” from the
outset, the Government can then plan the restructuring journey to reach that destination
accordingly.

There are many options for a target structure. It is therefore necessary to establish
selection criteria by which these options can be compared and one ultimately selected.
Exhibit 2.1 describes the overall process used to reach a proposed target structure for the
holding company successor to BPDB. (For the remainder of this report, we refer to this
new company as “HoldCo").

Exhibit 2.1: The Target Structure Selection Process

Limited national budget
Poor sector financial viability
Limited autonomy

GOB Vision & Policy Constraints to better
Lack of performance systems
Inadequate business

Statement (2000) sector performance
differentiation

v Financial optimization

L]
o Autonomy
L]
L]

Degree to which option G,T,D differentiation

overcomes constraints Criteria for selection of HR Availability
identified in Policy target structure « Institutionalization of accountability
o Simplicity
« Consistency with laws & policies

¢

« No HoldCo
Five options representing Candidates assessed  Operating HoldCo
. . . X T « Non-Operating HoldCo
different final end-points against criteria « Non-Operating HoldCo with

Single Buyer separate

{) « Multiple HoldCos

August 6 Steering Guidance on Target

Committee Meeting

structure & migration

The Government’s Vision and Policy Statement provides the starting point for the
selection process. Among other things, the Vision and Policy Statement defines five
principal constraints affecting performance of the power sector as follows:

» Scarcity of financial resources from the national budget prevents direct
Government funding of all necessary capital expenditure. This is the limited
national budget constraint.

» High losses and receivables, combined with prevailing tariffs, limit the
attractiveness of domestic and foreign investment in the sector, i.e. private sector
financial resources are scarce as well. This is the poor sector financial viability
constraint .
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» Lack of autonomy and incentives for operating entities to perform better. This is the
limited autonomy constraint.

» Lack of differentiation of responsibilities for generation, transmission and
distribution, resulting in inadequate ability of management to focus on specific
corrective measures in each industry segment. This is the lack of business focus
constraint.

» Lack of appropriate accounting and operational performance management
systems across generation, transmission and distribution. This is the lack of
performance management systems  constraint.

The introduction of HoldCo can address at least three of these constraints as follows:

* Financial coordination & optimization . Given the scarcity of both public and
private financing for the sector, HoldCo can help ensure that whatever limited
financial resources are available are allocated optimally across generation,
transmission and distribution parts of the business. Moreover, by establishing a
HoldCo structure that facilitates a comprehensive and strategic view of funding
needs across the sector from a commercial perspective in place of the
Government’s current project-by-project approach, the financial optimization role
can enhance the operational autonomy discussed below.

e Autonomy . HoldCo can insulate state-owned power sector operations from
Government interference. HoldCo will assume the shareholder’s authority for
operating entities in the sector, and HoldCo’s Articles and Memorandum of
Association will prescribe how Government will exercise its shareholding
authorities over HoldCo. This may involve requirements and conditions for
selection of and decision-making by the HoldCo Board of Directors, the objects
and role of the HoldCo, etc. The Government will of course remain involved in the
sector by virtue of its policy-making and funding roles, but HoldCo can take on
commercial management of the sector. In particular, greater autonomy must be
accompanied by better performance management to ensure accountability, and
HoldCo can focus on developing and applying performance management systems
while providing operating entities with the latitude and incentives to make the best
possible commercial decisions.

* G, T & D Differentiation . A HoldCo structure must balance the unbundling of
operations to improve focus on specific elements of the value chain, with creating
synergy between various parts of the business. Unbundling results in
decentralization, where as creating synergy requires some degree of centralized
control. The way HoldCo is structured and the authorities it is granted will help
determine how it can strike this balance, and promote effective business focus in
generation, transmission and distribution segments.

The degrees to which the structure of HoldCo facilitates each of these three
characteristics indicate the effectiveness of that HoldCo design in overcoming constraints
to better performance described in the Government’s Vision and Policy Statement. These
parameters can therefore serve as criteria for evaluating target HoldCo designs.

In addition, any design of HoldCo must be feasible and sustainable. Three additional
criteria have been identified accordingly:
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* HR Availability. Qualified human resources are at a premium in Bangladesh. Any
HoldCo design should minimize the number of personnel required in senior
executive positions.

» Institutionalization of Accountability. Many of the mechanisms to improve
sector performance could be implemented on an ad hoc basis by Government.
However, unless such mechanisms were enshrined in law, continued application
would depend upon the disposition of the Secretary (Power) and other senior
Government officials who happen to be in power at any given time. While such a
law is unlikely, the design of HoldCo can help to institutionalize mechanisms to
drive sector performance rather than relying on the personal vision and
effectiveness of Government officials who change frequently. Perhaps the single
most important mechanism is a system to impose accountability, and the Articles
and Memorandum of Association for HoldCo can stipulate the performance
monitoring and associate functions to drive accountability across the entities it
owns.

» Simplicity. Any structural design that is adopted should avoid duplication of
function, and minimize complexity to facilitate implementation.

Finally, any HoldCo structure must comply with prevailing laws and policies, and
accommodate existing contractual arrangements with other parties such as IPPs.
Therefore, the seventh criterion for the selection of HoldCo's target structure is
compliance with laws, policies and contracts

2.2 LEGAL CONSIDERATIONS

In assessing compliance with prevailing laws, Presidential Order 59 (PO 59) specifically
designates BPDB as responsible for system planning & system operations. It is
understood that a simple amendment was prepared to facilitate the transfer of the system
operations function to PGCB. Since HoldCo will be a different entity from BPDB, if HoldCo
were to take the system planning function a similar amendment would be required.

If HoldCo were to be an operating holding company and take on any activities that require
a license per the BERC Act, it would of course need to apply and receive the necessary
licenses. However, as with the amendment to PO 59 in the event of taking on the system
planning function, this is a straightforward requirement.

Contractual issues, particularly with respect to power purchase agreements (PPAs) may
pose more challenging issues. PPAs such as those for Haripur and Meghnaghat may be
assigned only with mutual consent, though it is specifically anticipated that an IPP may
assign to lenders or qualified operating company. BPDB may assign to any entity provided
the Government provides the same guarantees.

Therefore, the process for BPDB to assign a PPA to a new Single Buyer (whether HoldCo
or another new company performs this function) entails the following:

* The Government must decide whether it will extend the sovereign guarantee to
the new Single Buyer company. This would likely require input and agreement of
the Prime Minister’s Office, MPEMR, the Ministry of Finance, the Ministry of Law,
et al.
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« Once the Government decides to extend the guarantees, it negotiates with the
IPPs

« The IPPs in turn must obtain concurrence of their lenders

* The associated legal documents are drawn up, circulated and reviewed by all
parties

e The new company prepares for operations

* Assignment of the PPA would follow signing by both parties, and the new
company takes over the Single Buyer function.

These steps would require considerable time given the number of parties involved.
Moreover, the process could be used by IPPs as a negotiation re-opener to secure
additional concessions or benefits. While transfer of the single buyer function to a new
company as part of the corporatization process should be considered, it should probably
not be on the critical path for the overall restructuring effort. If it were, it could delay other
changes of greater potential significance.

2.3 STRUCTURAL OPTIONS FOR BPDB CORPORATIZATION

Five options spanning the entire spectrum of HoldCo configurations have been identified.
Given the numerous changes that have taken place in Bangladesh since the Terms of
Reference for the assignment were originally agreed between the Government and ADB,
options to forego a holding company altogether, and to create multiple holding companies
have been defined. Each option is discussed in turn below, and evaluated against the
criteria defined in the previous section.

The evaluation system is as follows:
o Fully meets or directly supports the criterion
o Partially meets or indirectly supports the criterion
O Slightly meets or supports the criterion
X Conflicts with the criterion

Evaluation is conducted relatively between the options rather than against some absolute
standard.

2.3.1 No Holding Company
This option is characterized by the following features:
» All existing BPDB subsidiaries are transferred to direct Government ownership.

» All existing BPDB operations are corporatized as companies directly owned by the
Government.

* The remaining (residual) part of BPDB can continue as the Single Buyer, which
can be corporatized later once PPAs can be assigned to the new entity.

The resulting structure is shown in Exhibit 2.2, and evaluation of this option against the
seven criteria is shown in Exhibit 2.3.
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Exhibit 2.2: The No Holding Company Option

GOB

Residual West A Ashuganj ’
Support : . DESA/DPDC REB
Ser'?,?ces BPDB (Single | | PGCB || zone || DiStfibution Power || EGCB GOt et_ l ]
Buyer) Dist S Station eneration
' DESCO ‘ ' PBS ‘

former BPDB subsidiaries & operations

|:| New company

Exhibit 2.3: Evaluation of the No Holding Company O  ption

Option 1: No Holding Company

Criterion Rating Rationale
Depends upon Power Division, which may not have
Financial coordination & o requisite financial, technical and commercial capacity to
optimization optimally coordinate and monitor a dozen companies on a

continuous basis

Limited insulation against Government involvement in

Autonomy O operations, as all companies are directly owned by
Government.
. All functions fully unbundled, but strategic guidance on
Business focus O . 2
commercial matters depends on Power Division
HR Availability o No need fo_r holding company staff, l_aut requires additional
resources in Power Division to function properly
Institutionalization X Depends upon initiative of Power Division
Simplicity (] No duplication in any function; least complex
Discrepancy from previous Government policy calling for
corporatization of BPDB as Holding Company, but
Compatibility with Laws, o otherwise complies with objective to individually corporatize
Policies & Contracts operations. Corporatization of BPDB's single buyer

function is not on the critical path to achieve this structure,
which is desirable.

This option expands the Government’'s commercial management responsibilities
considerably, without any formalization of the requirements of that role. As such, this
option could be viewed as increasing Government involvement in the sector.

2.3.2 Operating Holding Company

This option in effect represents continuation of the status quo. Under this option HoldCo is
created, and all existing BPDB operations and subsidiaries are transferred to it.
Presumably HoldCo business processes, internal organization, and employee conditions
of service would differ from current BPDB practice and standards, but the corporate
structure otherwise remains unchanged. Exhibit 2.4 depicts this option, and Exhibit 2.5
evaluates it against the seven criteria.
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Exhibit 2.4: The Operating Holding Company Option

2. Structure of the Holding Company. . .

GOB
I
| | |
HoldCo DESA REB
Single Other Dist Other | l
5 ,
uyer Zones Generation DESCO PBS
Ashugan]
PGCB Power West Zone EGCB
Station Dist ] New company
former BPDB subsidiaries & operations
Exhibit 2.5: Evaluation of the Operating Holding Co  mpany Option

Option 2: Operating Holding Company

Criterion Rating Rationale

Since HoldCo would remain the single buyer, it will lose
money until tariffs are rationalized. It will also have a vested
interest to direct investment into its own operations, rather
than subsidiaries. This arrangement potential creates a
conflict of interest.

Financial coordination & o
optimization

o Does little to expand insulation against Government

Autonomy involvement in operations; maintains the status quo.

Maintains the status quo with respect to differentiation of

. X .
Business focus G,T,D functions.

HR Availability ([ No change from current staffing requirements

Independent performance monitoring role formally defined
for HoldCo with respect to its subsidiaries, but many
operations remain in HoldCo itself.

Institutionalization O

HoldCo only fulfills functions that operating companies do
not have. This essentially represents continuation of the
status quo.

Simplicity [ J

Prevailing policies call for establishment of generation,
distribution and single buyer functions as

X corporatized/separate entities. Single Buyer as part of
HoldCo requires change in law (PO 59) and assignment of
PPAs, which could compromise timeliness of the reform

Compatibility with Laws,
Policies & Contracts

The Operating Holding Company option does little to advance the objectives of the reform
process. The Government notes in its Vision and Policy Statement that “...desirable
results could not be achieved as DESA was created without addressing the fundamental
institutional deficiencies.” Similarly, this option replaces BPDB with a HoldCo design that
does not address the basic problems of the sector.
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2.3.3

Under this option:

Non-Operating Holding Company

* A non-operating holding company (HoldCo) is established.

» All existing BPDB subsidiaries are transferred to HoldCo.

» All existing BPDB operations are corporatized as subsidiaries of HoldCo.

* The Single Buyer is established as HoldCo subsidiary from the residual BPDB
once PPAs can be assigned to the new entity.

Exhibit 2.6 depicts this target structure, and Exhibit 2.7 summarizes the evaluation of the

option.
Exhibit 2.6: The Non-Operating Holding Company Opti  on
GOB
I
|
HoldCo } DESA/DPDC ‘ } REB ‘
} DESCO ‘ } PBS ‘
Single Buyer Ashuganj s
Support (fr. residual PGCE Power Distribution EGCB Other.
Services BPDB) Station Zones Generation |:| New company
former BPDB subsidiaries & operations

Exhibit 2.7: Evaluation of the Non-Operating Holdin g Company

Option 3: Non-Operating Holding Company

Criterion Rating Rationale
Financial coordination P Provides best coordination among all options, and facilitates
& optimization optimization.
Provides a complete layer of corporate insulation between
Autonomy o .
Government and operations
. Provides basic commercial support, strategic guidance and
Business focus o o X ;
performance monitoring across all operating companies
HR Availability o Would require an additional Board and HoldCo staff
Institutionalization [ Performance monitoring role formally defined for HoldCo
L HoldCo only fulfills functions that operating companies do not
Simplicity o o . .
have (no duplication), but would require some restructuring.
Compatibility with Depends upon assignment of PPAs to new Single Buyer
Laws, Policies & ©) company, which will require IPP concurrence.
Contracts

This option compares well with others, except for the dependence on corporatization of
the Single Buyer, which requires assignment of the PPAs.
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2.3.4 Non-Operating Holding Company with Separate S  ingle Buyer

Under this option:
* A non-operating holding company (HoldCo) is established.
» All existing BPDB subsidiaries are transferred to HoldCo.

» All existing BPDB operations are corporatized as subsidiaries of HoldCo, except
for the single buyer function.

* The residual BPDB organization remains, and continues to perform only the single
buyer function. This residual BPDB can be corporatized as a new Single Buyer
company directly owned by the Government once PPAs can be assigned.

Exhibit 2.8 depicts this target structure, and Exhibit 2.9 summarizes the evaluation.

Exhibit 2.8: The Non-Operating Holding Company with Single Buyer Separate

GOB

Residual ’DESA/DPDC‘ ’ REB ‘
BPDB (Single HoldCo

Buyer)
DESCO PBS

West Ashuganj o
Support Distribution Other
) PGCB Zone Power EGCB .
Services Dist Station Zones Generation New company

former BPDB subsidiaries & operations

Exhibit 2.9: Evaluation of the Non-Operating Holdin g Company with Single Buyer
Separate

Option 4: Non-Operating Holding Company with Single Buyer separate

Criterion Rating Rationale

Diminished by separation of Single Buyer, resulting in
system planning and financial coordination by unaffiliated
entities. Depends on Power Division to drive coordination.

Financial optimization o
and coordination

Provides a layer of corporate insulation between

Autonomy ° Government and operations (except for Single Buyer)
. Provides basic commercial support, strategic guidance and
Business focus o o ; ;
performance monitoring across all operating companies
HR Availability o Would require an additional Board and HoldCo staff
Institutionalization o Performance monitoring role formally defined for HoldCo,

but Single Buyer excluded

HoldCo only fulfills functions that operating companies do

Simplicity ° not have, but would require some restructuring
Compatibility with Laws, ° Residual BPDB can function as Single Buyer, therefore can
Policies & Contracts maintain PPAs without renegotiation.
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This option seeks to achieve the benefits of the Non-Operating Holding Company Option
without depending on assignment of PPAs to a new company. However, this benefit
comes at the expense of financial optimization and autonomy.

2.3.5 Multiple Holding Companies

Under this option, separate non-operating holding companies are established for
Generation and Distribution, which hold operating subsidiaries accordingly (including
DESCO and DESA/DPDC). PGCB is moved to direct ownership by Government, and the
residual BPDB would continue to serve as Single Buyer, which could later be corporatized
as a directly Government-owned company once PPAs can be assigned. Exhibit 2.10
shows depicts this option and Exhibit 2.11 presents the evaluation.

Exhibit 2.10: The Multiple Holding Companies Option

GOB

|

S Residual . REB
Distribution HoldCo PGCB BPDB (Single Generation HoldCo

Buyer)

)DESCOH ppoc | [ West | [ picripu Support ——
Tone |st;but|on Se:/?ces EGCB | | o Othert_ Power
-l ones eneration Station

[ New company

former BPDB subsidiaries & operations

Exhibit 2.11: Evaluation of the Multiple Holding Co  mpanies Option

Option 5: Multiple Holding Companies with Single Bu yer & PGCB Separate

Criterion Rating Rationale
Financial optimization o No corporate coordination across sector. Requires greater
and coordination coordination role by Power Division
Autonom o Provides a layer of corporate insulation between Government
y and operations, except for Single Buyer and PGCB
Business focus [ Provides focused holding companies
HR availability o Requires boards and staffing for two holding companies, plus

greater capacity within Power Division

o Performance monitoring role formally defined for holding

Institutionalization companies, except for PGCB and Single Buyer

Some duplication of compliance and support functions between
Simplicity ©) the two holding companies. Establishing & communicating
about two holding companies may be more difficult.

Compatibility with Single Buyer can maintain PPAs without renegotiation.
Laws, Policies & o However, not clear if multiple holding companies are
Contracts compatible with government policy.
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Specific generation and distribution problems faced in Bangladesh are not so
sophisticated that separate holding companies will add much additional value. More is lost
by the lack of financial coordination and optimization. As a practical matter, this would be
far more difficult to implement.

2.3.6

Evaluation Summary and Target Structure

Exhibit 2.12 summarizes the results of the evaluations.

Exhibit 2.12: Evaluation Summary

Financial Legal, Policy

Option Optimzation Autonomy Bl;(s)icnuesss Avai:_z:lEiIity Inasl?izt;':iigﬂ- Simplicity Contrictual

Coordination Compatibility
1. No Holding Company O O O (o) X [ o
2. Operating HoldCo O X [ O [ X
3. Non-Operating HoldCo [ ] [ o o o o O
with separete Single Buyer  © °© o o o o °
5. Multiple HoldCos O o [ O o O o

A number of observations result from this:

Options 3, 4 and 5 all represent non-operating holding companies, and are
consistent with the vision of a lean (~40 employees) HoldCo(s), with limited, well-
defined functions and authority.

Option 1 increases role of Government for coordination & driving performance
without institutionalizing that role, contrary to policy objective of increasing
autonomy & commercial orientation of the sector.

Option 2 preserves the status quo.

Options 3 and 4 enable the Government to still play a role in monitoring, planning
and funding the sector, but provide a foundation for that role to shrink over time.

Options 3 and 4 trade-off the difficulty of assigning PPAs with coordination and
autonomy

Option 5 over-complicates a small system, and also relies largely on the
Government for coordination and optimal commercial planning. However, it may be
suitable as a long-term target if the Government were to eventually introduce a
competitive power market.

Option 4 can serve as an intermediate step to either Option 3 or Option 5.

Based on the above considerations, the Government advised that corporatization of
BPDB should aim for Option 4, a hon-operating holding company with a separate
single buyer, as an interim target. Option 3 or Option 5 can subsequently be selected
as the ultimate long term target depending on plans to introduce competition and the
initial operating experience gained with Option 4.
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24

THE MIGRATION PATH

To reach the interim target of a non-operating holding company with the single buyer
separate, there are two options for migration from the existing structure:

Migration Option 1: First create HoldCo as an operating holding company and
transfer all people, assets, liabilities and contracts into it, then transfer operations
into subsidiaries and separate Single Buyer. This makes the Operating Holding
Company (Target Option 2 above) a transitional stage to reach the interim target.

Migration Option 2: First create non-operating holding company, then transfer
BPDB operations as they are corporatized to become subsidiaries of HoldCo.
Residual BPDB remains the Single Buyer, which can later be corporatized.

In both cases there is a Residual BPDB and HoldCo.

Four criteria were identified as a basis for selecting between these two migration options:

Speed. The migration path should minimize dependencies on outside events, such
as assignment of PPAs, amendment of PO 59, etc.

Effectiveness . The migration path should contribute to the development of a
commercial culture within the new entity.

Stakeholder Perceptions . The migration path should demonstrate “quick wins”
that can be contribute to broad support for the restructuring effort.

Operational Risk . The migration path should minimize the likelihood of service
disruptions.

Exhibit 2.13 evaluates these two migration options against these four criteria. Green
indicates areas in which that option meets the criteria, yellow where there may be some
guestion, and red where it does not meet the criteria. Based on this analysis, Migration
Option 2, the establishment of a non-operating HoldCo first, appears the preferred
approach. Exhibit 2.14 shows the stages by which this migration will take place.
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Exhibit 2.13: Evaluation of Migration Options

Criterion Non-Operating Holding Co. First I Operating Holding Company First

Minimize

outside

AEPENUBNGIES [
(speed)

Promote Depends on understanding &
commercial acceptance of new conditions of
culture service, and commitment of ex-BPDB

) managers to new system
(effectiveness )

Demonstrate
“quick wins”

(stakeholder
perceptions )

Possibility that new systems

Minimize risk cannot be successfully rolled out
of service company-wide. Putting all eggs
disruption in one basket.

(operational BPDB employees may resist the

risk) change. View that healthy operations

are being established at expense of
BPDB.
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Exhibit 2.14: Structural Evolution of HoldCo

Stage 0: Current State Ownership Structure

e BPDB is a statutory corporation under MPEMR

e DESA is in process of being corporatized as the Dhaka Power
Distribution Company Ltd. (DPDC)

==

Dist Co. Ltd.

n Entities already established Existing Government
under the Companies Act agency or body

Establish &

~7771 monitor
1
1

Stage 1: Create New Holding Company

e A new holding company (HoldCo) is established under the Companies Act
1994 as a non-operating holding company

e HoldCo will be established with clean opening balance sheets, new conditions
of service, as well as systems and processes that promote commercial
discipline and enable efficient and effective function as a holding company.

New HoldCo

est ;on EGCB
I Co. Ltd.

D Entities already established New company created at Existing Government
under the Companies Act this stage agency or body

Establish &

777! monitor
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Stage 2: Transfer Existing BPDB Subsidiaries

e Existing BPDB subsidiaries are transferred to HoldCo when each is
ready and transfer prerequisites are met.

Establish &
HoldCo ~77 7! monitor
1
1
DESCO
R Co. Ltd.

Entities already established New company created at Existing Government
under the Companies Act this stage agency or body

PGCB

Stage 3: Create New Subsidiaries

e Existing core business operations of BPDB (distribution, single buyer,
generation) will be corporatized as subsidiaries of HoldCo as they are ready.

¢ Non-core BPDB businesses will be either (i) spun-off (ii) incorporated into
subsidiaries or (iii) corporatized as separate subsidiaries of HoldCo, e.g. a
Services Company.

. HoldCo .

Establish &
~7771 monitor

st Zon New
* EGCB operating
Companies

Entities already established New company created at Existing Government
under the Companies Act thIS stage agency or body
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Stage 4: Holding Company Complete
¢ Once all operations of BPDB have been migrated to the new entities

or otherwise disposed of, the residual BPDB will continue to function
as the single buyer.

i )

Establish &

7771 monitor

DESCO

Support Single
D Entities already established New company created at Existing Government
under the Companies Act this stage agency or body
2-15

Government of Bangladesh / ADB 1/8/08



PA

3. HOLDING COMPANY ROLES, FUNCTIONS AND ESTABLISHME NT

3.1 HOLDCO ACTIVITIES

Section 2.4 builds the case for HoldCo to function as a non-operating holding company.
As defined in Section 1.2.3, a non-operating holding company performs the following two
functions:

* Provides strategic guidance and coordination for operations across the Group, i.e.
that the Group as a whole achieves better results than the companies would
individually. (“Group” refers to the holding company together with all its
subsidiaries). Since system planning is a single buyer function, and HoldCo will not
serve as the single buyer, it will not coordinate via the system planning process.
On the other hand, the scarcity of funding is a major constraint to better sector
performance, and consequently a premium on financial planning, particularly
allocation of capital expenditure (capex allocation). Given that the gap between the
optimal investment requirements as determined by the system plan and the
feasible investment determined by availability of funds is so large, capex allocation
is arguably the most important planning function in the sector today. HoldCo’s
principal mechanism for financial optimization ad coordination will be capex
allocation. The design and execution of this process is discussed further in Section
7.

» Drive performance of the Group to achieve shareholder objectives. It does this
through authorities granted it as shareholder of the subsidiaries, namely:

o0 It appoints subsidiaries’ directors
o It drives accountability by:
= monitoring subsidiaries’ performance
= ensuring competent internal & external audits

= reporting Group performance to HoldCo shareholders against
agreed objectives, and takes action as appropriate in its role as
shareholder of the subsidiaries to ensure targets are met.

To facilitate effective governance of the subsidiaries, the Articles and
Memorandum of Association specifically prescribe means and objects to achieve
greater accountability amongst the Group companies. These documents, along
with other establishment issues, are discussed below in Section 3.2. In addition,
one of the principal tools to help drive this accountability will be the use of
performance contracts at all levels of the Group. These are discussed in Section
3.3.

Exhibit 3.1 depicts in further detail how HoldCo will execute the financial planning
and performance management functions. This represents HoldCo’s value chain.
Each element is discussed below. Financial planning precedes performance
management, since the resulting capex allocation determines the resources
available to each subsidiary, and hence is an important input towards establishing
what each subsidiary is accountable for.
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Exhibit 3.1: The HoldCo Value Chain

Financial Planning Performance Management
—
Negotiate Negotiate Establish y
Understand iscrmine Allocate GOB Subsidiary HoldCo e ror & JE-rwith
Available Report Remedial
System Plan Capital Performance Performance Personnel
Funding Performance Actions
Contract Contracts Targets

Financial Planning Activities

Understand System Plan. The Single Buyer (the residual BPDB, at least initially)
will be responsible for the development of a system plan. Such plans are
developed on the basis of minimizing the costs of developing and operating the
power system subject to meeting demand at some level of reliability. System plans
are therefore optimal, but because they do not take into account financing
constraints, may not be feasible. Nonetheless, to determine which projects should
receive financing when financing is scarce, it is essential to fully understand the
dependencies implicit in the system plan. For example, investments in the least
cost generation expansion plan might only make sense if accompanied by
investments in transmission. The first step in financial planning is therefore to
understand the optimal configuration of the system suggested by the system plan,
and the inherent dependencies between various elements of the plan.

Determine Available Funding. Regardless of what the system plan prescribes,
what actually gets built will depend on which components of the plan are funded.
During this activity, HoldCo will determine how much funding is available. Until
funding of the sector is commercialized further, with the Government providing
equity and debt to the Group untied to particular projects, HoldCo will need to
assess how available funding is tied to specific projects. This is discussed further
in Section 8.

Allocate Capital. Once HoldCo understands the system plan and has determined
how much funding is available (and for what projects, if any of it is tied), it will need
to allocate the available capital amongst the subsidiaries. This would typically
entail screening candidate projects on the basis of return on investment, taking into
account any tied funding and technical dependencies between projects.

Performance Management Activities

Negotiate GOB Performance Contract. Once HoldCo knows the capital
resources the Group will receive, it will discuss, agree and document its
performance targets with Government. (Though Government is the shareholder of
HoldCo and therefore retains full authority over HoldCo, we describe this process
as a “negotiation” as it is anticipated that Government and HoldCo will jointly agree
on the targets). It is expected that this activity will take place during a relatively
intensive period each year, rather than involve continuous activity. The resulting
GOB-HoldCo performance contract will note the resources received, the
measurable targets to be achieve, how performance will be monitored and
reported, and the rewards or sanctions that will apply depending upon
performance against target. The performance contract must include all of these
elements to ensure accountability, as described in Section 1.2.1.
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* Negotiate Subsidiary Performance Contracts. The terms of the GOB-HoldCo
will flow down to the HoldCo-Subsidiary performance contracts, which will be
structured and “negotiated” in a similar manner.

» Establish HoldCo Personnel Targets.  Once HoldCo has fully documented the
targets and resources granted each Group company, it will establish performance
targets for its own personnel to align with relevant corporate targets.

* Monitor and Report Performance.  Over the course of the year, HoldCo will
monitor the performance of each subsidiary, itself, and the Group as a whole, and
report these results to stakeholders on a regular basis as agreed with the
Government.

» Assist with Remedial Actions.  When performance of a subsidiary falls below
target, HoldCo as shareholder must take action to help improve that performance.
In the most extreme case, that action would include replacing the Board of the
under-performing subsidiary. However, it is hoped that HoldCo can also take pre-
emptive actions that will avoid such steps. In particular, HoldCo will have visibility
over all operations of the Group. It may find that where one subsidiary is failing,
another is improving. As a result, HoldCo can help mobilize and direct assistance
to underperforming subsidiaries to help them improve.

In addition to the core activities described above, HoldCo will also need to perform
supporting activities in the areas of:

* Legal services. Not only will HoldCo have its own legal issues to look after, but as
part of its performance management mandate will ensure that subsidiaries are also
in compliance with applicable regulations.

* Information Technology (IT). Section 9 discusses management information system
(MIS) needs in detail. IT will provide the platform on which an MIS can be installed
and maintained. An effective MIS will be key for timely and accurate performance
monitoring and reporting.

* Human Resources (HR). HoldCo will need to manage its own HR, as described in
detail in Sections 5, 6 and 7. In addition, it will have a policy function for the Group.

Another supporting function that could have been included is Stakeholder Management,
e.g. investor relations, public relations, regulatory interaction, advertising/branding, etc.
However, these functions are more appropriately lodged with the subsidiaries as they are
responsible for interaction with all stakeholders except the Government shareholder, as
suggested in Exhibit 1.6.

More generally, given that several subsidiaries have already been created under BPDB
and some of these have already established their own supporting systems, it appears
more practical for HoldCo to take strategic oversight of support functions across the Group
companies, rather than deliver these services on a centralized basis.

Exhibit 3.2 summarizes the above discussion, and provides an overview of HoldCo
functions. Details on the specific functions proposed for each activity area are provided
elsewhere in the report. Unlike the other functions, the financial coordination role is
expected to evolve over time as Government funding of the sector moves from project-
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based to corporate-based financing. In general, HoldCo will function more as a financial
manager rather than as a utility performing technical functions, like BPDB currently.

Exhibit 3.2: HoldCo Functions

Financial Coordination — Capex Screening . Financial Coordination — Corporate

» Develop a coordination process for subsidiaries to Finance .
provide inputs to system planner and to prepare » Negotiate with Government through
capex plans in a standard format. Power Division to secure block grant.

» Compile all government-financed capex plans from | « Compile all government-financed
subsidiaries. capex plans from subsidiaries.

» Review plans against system plan and ensure » Review plans against system plan
consistency. Assess linkages & prerequisites for and ensure consistency. Assess
each capex proposal. linkages/prerequisites for each capex

» Screen plans based on financial returns & other KPI proposal.
impacts, as well as on dependency/linkage with » Screen plans based on financial
other operations or investment. returns and dependency/linkage with

» Present integrated plan to Power Division for review other operations or investment.
and forwarding to Planning Commission. » Determine how block grant to be

» Represent all operating companies in project public allocated and delivered to
financing matters with Power Division & Planning subsidiaries (e.g. debt, equity) taking
Commission. into account approved projects

» Adjust capex plans based on final approval from » Consider introduction of a Group
Planning Commission. Treasury function

Performance monitoring

» Agree with Government on HoldCo KPIs.

» Develop/agree with Government on HoldCo performance contract.

» Agree with subsidiaries on subsidiary KPIs.

» Develop/agree with subsidiaries on their performance contracts.

» Define information requirements from subsidiaries and mode of delivery.

» Conduct internal audits of subsidiaries as appropriate.

» Report monitoring results to Government on agreed schedule.

» Review monitoring results with subsidiaries on agreed schedule.

» Take actions with respect to approval of subsidiary director bonus and/or replacement.

Legal Compliance . HoldCo to ensure that subsidiaries are aware of and complying with all
health, safety, environmental, labor, tax, establishment, accounting and industry regulations.

Information Technology . HoldCo to:

» Define & establish system for delivery & reporting of subsidiary performance & compliance.

» Define & establish system for compilation and reporting of HoldCo performance & compliance.
Establish IT Principles governing all subsidiaries.

» Monitor compliance/implementation of those principles, and report findings to HoldCo Board.

» Determine relative IT investment priorities among subsidiaries.

» Develop and support HoldCo IT systems.

Human Resources . HoldCo to:

» Conduct search for subsidiary directors

» Define/negotiate terms & conditions of subsidiary director appointments.

Establish HR management principles for subsidiaries.

» Monitor compliance/implementation of those principles, and report findings to HoldCo Board.
» Manage HoldCo personnel

Stakeholder Management. (e.g. investor relations, public relations, advertising/branding, etc.)
No function anticipated.

3-4

Government of Bangladesh / ADB 1/8/08



3. Holding Company Roles, Functions and Establishment. . . H\

It is also useful to highlight activities and functions that HoldCo will not undertake:

It will not be directly involved in the physical deliver of power or party to the
associated commercial transactions. It is a business organization
functioning as a shareholder, not a technical organization functioning as an
operator.

As a corollary to the above, it will not be involved in generation dispatch or
system operations, though it may participate as an observer in monthly
system operation coordination meetings between generators, PGCB
(including the National Load Dispatch Center, NLDC) and BPDB single
buyer. NLDC should be responsible for system dispatch.

It will not direct the day-to-day operations of its subsidiaries.

It will not control or conduct the back-office operations of its subsidiaries,
for example:

= it will not recruit or manage personnel employed by the subsidiaries
(except to the extent that it is permitted to supervise senior
management in its role as shareholder, and to the extent that
HoldCo personnel may sit on the boards of the subsidiaries)

= |t will not carry out accounting or provide IT systems for the
subsidiaries.

3.2 HOLDCO ESTABLISHMENT

Establishing HoldCo entails the following major steps:

1.

R e

Incorporation of HoldCo and provision of capital
Appointment of directors

Appointment of managing director

Acquisition of premises and initial assets
Employment of staff

Acquisition of shares in power companies

Each of these steps is discussed below in turn, followed by a discussion of the need to
assign contracts to HoldCo and treatment of Government obligations under loan
agreements and sovereign guarantees.

There are little or no fixed assets, receivables, employment liabilities, or debt capital to be
transferred to be transferred to HoldCo since it is a non-operating holding company. The
valuation and transfer of such items, and the creation of corresponding opening balance
sheets, are typically referred to as a financial transfer scheme. In the case of HoldCo, the
financial transfer scheme consists simply of the initial capitalization of the company and
the acquisition of shares in power companies as part of items (1) and (6) above.
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3.2.1 Incorporation of HoldCo and Provision of Capi  tal

Under prevailing law, the capital structure of HoldCo requires that it be formed as a public
limited company®. A public limited company must have a minimum of 7 shareholders, and
as such 7 subscribers to the memorandum and articles of association.

HoldCo is brought into legal existence on issuance of a certificate of incorporation by the
Registrar of joint Stock Companies & Firms following lodgment of the completed
memorandum and articles of association. These documents have been prepared taking
into account the expected role and activities of HoldCo as described above.

The Memorandum of Association (MOA) describes the objects of HoldCo, i.e. its principal
purposes and functions. The Articles of Association (AOA) on the other hand describe the
shareholding and governance of the company. These documents have been prepared
taking into account the expected role and activities of HoldCo as described above.
Appendix B contains the proposed MOA, and Appendix C the proposed AOA. A list of
other documentation, licenses, registrations, permits and approvals required to
operationalize HoldCo is given in Appendix D. Appendix E provides responses to specific
gueries and comments received from BPDB pertaining to company establishment issues.

The capital of the company is to be Tk 150,000 million divided into 150 million shares of
Tk 1,000 each (see Section 3.5.6). Apart from qualifying shares to be held by the directors
(in trust for the Government), the remaining shares will be unallocated at time of
incorporation.

Government will subscribe and pay for Tk 15 million initial capital to permit the company to
commence operations and to tide it over until it receives dividend income from SubCos.

3.2.2  Appointment of Directors

The subscribers to the memorandum for the purposes of getting the company
incorporated become the first directors of HoldCo. Since HoldCo is wholly state-owned,
these subscribers, and hence the initial directors, will be Government officials.

This is only a temporary arrangement. HoldCo directors will be appointed on the basis of
their professional qualifications, regardless of whether they come from Government or
elsewhere. Therefore, while the process for incorporation is proceeding, Government is to
appoint a Search committee the sole task of which is to prepare and maintain a long list of
potential candidates from which nominees for the first elected Board (and subsequent
additional or replacement directors) will be selected.

The Search committee will comprise representatives of the state and various prominent
institutions or their nominees:

* a Government representative;
» the President of the Institution of Engineers;
* the Vice-Chancellor of BUET;

» the President of the Bangladesh Institute of Chartered Accountants; and

® Securities and Exchange Commission Notification No. SEC/CMRRCD/2006-159/Admin-03/23
dated 8 February 2006
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» the President of the Federation of Bangladesh Chamber of Commerce
and Industries.

The committee should be assisted in its search and evaluation of candidates by
professional executive search consultants.

Government will indicate its choice of future directors from the list provided to it by the
Search committee. The initial directors will, as soon as practicable after receipt of the
Government’s choices, convene a special General Meeting at which they will elect the
nominees and immediately following tender their resignations so that the number of
directors remains within the limits in the Articles.

Those directors in turn will be responsible for electing a Chairman from among their
number, and selecting and appointing a chief executive to be appointed to the position of
Managing Director. They will be responsible on a continuing basis:

* Approving the appointment of the MD’s immediate subordinates
» Appointing directors to subsidiary companies’ (SubCos’) boards

» Appointing new directors from the current long list—-should any become
necessary or desirable in the best interests of the company-to hold office until
the General Meeting next following appointment, at which time their
appointments will be subject to shareholder scrutiny and vote.

SubCos’ boards will have similar responsibilities with respect to their companies, except
that the appointment of new directors to SubCos will always be the responsibility of
HoldCo’s Board.

The articles provide a term of three years for each director, who may be re-elected for not
more than three consecutive terms. They also provide that one third of their number shall
retire each year in rotation.

Provided that directors are not employees of HoldCo or SubCos or employed by or have
an interest in major suppliers they will be deemed to be ‘independent’ within the meaning
of the Security and Exchange Commissions (SEC’s) Notification regarding corporate
governance.®

3.2.3 Appointment of Managing Director

Following a search with professional assistance for suitable candidates to be evaluated
against job and man specifications, the Board will appoint a chief executive officer who will
be a director of HoldCo pari passu with those named in the Memorandum or subsequently
elected and carry the title of President and CEO. (The AOA, per standard convention,
refers to the Managing Director (MD). This convention is used in the rest of this section).

The Board will enter into a suitable employment contract with the MD for a period not
exceeding five years.

6 Notification dated 20th February, 2006: No. SEC/CMRRCD/2006-158/Admin/02-08.
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Several of the existing BPDB subsidiaries have issued powers of attorney (POA) to their
respective managing directors to enable them to carry out certain activities in the day-to-
day running of the companies. POAs must be spelt out very carefully to give all necessary
powers yet not to mislead third parties as to the extent and scope of the powers. In case
such a POA include dealings with real property, it must contain in a schedule the specific
description of the property, and be registered. Any revocation of a registered POA also
has to be by way of a registered deed.

However, standard corporate practice is to provide the powers and authorities required by
a managing director to run the day-to-day affairs of a company in the AOA of the company
itself. The AOA presented in Appendix C for HoldCo take this approach:

» the control of the Company shall be vested in the Directors and the
business of the Company shall be managed by the Directors.

* subject to overall control and supervision of the Board of Directors, the
business and affairs of the Company shall be managed by the Managing
Director who shall exercise such powers and responsibilities which may
from time to time be delegated to him by the Directors.

The delegation of authority may be general in nature and made by a board resolution. In
addition, the AOA spell out several authorities automatically delegated to the Managing
Director. This approach removes the necessity of providing POAs to each succeeding
managing director, and revoking them after the end of service of each managing director.

3.2.4  Acquisition of Premises and Initial Assets

The MD, in consultation with the Board, will secure suitable premises for HoldCo and its
staff and other necessary assets, including office furniture and fittings, vehicles, computer
services, etc.

3.2.5 Employment of Staff

The MD will be responsible for confirming the positions to be filled in HoldCo and for
recommending to the Board suitable appointees to immediately subordinate positions The
MD will be solely responsible for appointments to all other positions. Chapter 5 discusses
transfer and recruitment of personnel in detail.

3.2.6  Acquisition of Shares in Power Companies

The MD will proceed as soon as possible to cause HoldCo to acquire the shares in all
Government power companies that are to become subsidiary companies and to have
HoldCo shares issued by way of consideration.

Ideally, he should ensure that the following conditions are met before any company is
acquired:

» Profitability of the company is at or near the level projected in the FRRP
» The company’s debt service and trade purchase payments are up to date

* The ability to provide financial information in the detail necessary for
consolidation in Group financial statements has been established

* An adequate and effective management structure exists.
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As a practical matter it may be difficult to fulfill the first two conditions by the target date.
The Government may wish to proceed with the transfer of subsidiaries to HoldCo before
these conditions are met, but targets in the relevant Performance Contracts should be
modified accordingly.

The principal steps in transferring investment assets to HoldCo are:
a. Establish present legal owners of SubCo shares

b. Establish transfer value of HoldCo shares to be issued in consideration of purchase:

* Make transfers as at the day next after the date of the latest audited
financial statements

» the beneficial ownership of shares is unchanged by transfer and the
simplest approach should be used, i.e., except for PGCB, net asset value
as shown in the companies’ latest audited financial statements—this
avoids issues of goodwill/ill will, which latter may exist at present given
the level of sector unprofitability

 For PGCB shares market value should be used

C. Secure agreement of vendor’s and purchaser’s representatives; prepare and
execute share transfers, pay stamp duty’

d. Check if any third party approvals are required or if the transaction has to be
notified to any body; if so, comply accordingly®

e. Have the name of HoldCo entered in the registers of members of SubCos as a
shareholder, following Board approval

f. Establish in HoldCo an asset (investment) register and record transactions in it

g. Within 60 days of appointment, prepare transfers of qualification shares to each
proposed director of HoldCo together with accompanying declarations that the said
shares are held in trust in favor of the owner; prepare also blank signed transfers
from each director to be held for completion on his/her ceasing to be a director.

The shares of existing subsidiary companies of BPDB are to be transferred to HoldCo by
following the procedures laid down in the relevant Articles of the Articles of Association of
the companies concerned and Section 38 of the Companies Act, 1994. Exhibit 3.3
provides a detailed list of necessary actions and sequence for carrying them out.

The Stamp Act 1899 provides that an instrument of transfer of shares in a company shall be
stamped with adhesive stamps to the amount of 1.5% of the value of the consideration for the
transfer, unless the shares are of a company listed in a stock exchange, in which case no
stamp duty is chargeable. The contracting parties may agree in the contract as to who will bear
the expense of the stamp duty, and in the absence of such agreement, in the case of such a
transfer the stamp duty would be borne by both parties equally. By an order made under
Section 9 of the Stamp Act 1899 and published in the official Gazette, the Government may
reduce or remit in the whole or in part the stamp duties on the instrument of transfer.

Although the constitution of HoldCo prohibits the reduction of the Government’s interest below
51 per cent, there is no such provision in existing SubCos.

8
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To ensure that the shares in the existing qualifying subsidiaries of BPDB are registered in
the name of HoldCo by 1 July 2009, the Company Secretary of BPDB should commence
the transfer process as soon as financial statements for the preceding financial year are
available

Review of the MOA and AOA of the existing BPDB subsidiaries listed below indicates that
no amendments are required for the transfer of shares in the subsidiaries by BPDB to
HoldCo:

» West Zone Power Distribution Company Limited

» Electricity Generation Company of Bangladesh Limited
* Ashuganj Power Station Company Limited

* Power Grid Company of Bangladesh Limited (PGCB)

* North West Zone Power Distribution Company Limited

» Dhaka Electric Supply Company Limited (DESCO) (This AOA was
reviewed but is no longer considered as a candidate for transfer to HoldCo
at this time).

However, several of the subsidiaries have articles in their respective AOA detailing the
composition of the Board of Directors. These articles may need to be amended to provide
for HoldCo to nominate [majority] directors on to the Board of each subsidiary, thereby
providing shareholder control through Board composition. Currently, these articles
typically provide for the Government to nominate all or a majority of directors, or for some
directors to be selected from among designated fields of occupation or expertise. A list of
these articles is given in Exhibit 3.4.
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Exhibit 3.3: Steps for Transfer of SubCo Shares to HoldCo

1. An application is to be submitted to SubCo by the transferor or the transferee (HoldCo) for
the registration of the transfer of shares in SubCo. (Section 38(1) CA 1994)

2. An instrument of transfer of shares in SubCo is to be submitted to SubCo at its registered
office, which should contain the following: (Section 38 CA 1994)

a. The instrument of transfer of shares should be in any of the following forms:
i. Regulation 19, Schedule I, CA 1994; or
ii. Form 117 (generally used in Bangladesh for transfer of shares); or
iii. in any other similar form approved by the BoD.

b. Stamp duty at the rate of 1.5% of the value of the consideration® (price) of the
transfer of shares, as stated in the instrument of transfer of shares. The payment
of stamp duty is generally evidenced by the affixation of adhesive stamps,
cancelled® (by signature and name of the transferor, and lines, across the
stamps), before or at the time of signing the instrument of transfer of shares.

C. The instrument of transfer of shares should be completed and signed by the
transferor and transferee.

d. The original share certificates evidencing the shares to be transferred are to
accompany the instrument of transfer of shares. (Section 38(3) CA 1994)

e. Payment of a fee prescribed by the BoD for the transfer of shares in SubCo.

3. The transfer of shares is to be approved by a resolution passed at a meeting of the BoD,

which is to observe and comply with the following:

a. Verify completion of all formalities mentioned in paragraph 2 above.

b. If SubCo is a private limited company, ensure that the transfer does not result in

the number of shareholders of SubCo exceeding fifty (50) in number, which is the
maximum number of shareholders allowed by the Companies Act, 1994 for a
private company. (Section 2(q) CA 1994)

C. Ensure that there is no violation of the AoA, dealing with transfers of shares in
SubCo.
d. Ensure that the transferor and transferee are competent to contract, e.g. neither is

a minor or otherwise incapacitated from entering into contracts.

4, If the transfer of shares is compliant with applicable laws and the AoA, and approved by
the BoD, SubCo shall enter the name of the transferee and details of the transfer, in the
SubCo Register of Members and Register of Transfer of Shares. After entry of the name of
the transferee in the Register of Members, the transferee becomes a shareholder of
SubCo. (Section 32(2) CA 1994)

5. No filings are required with the RISC, except that when the annual return of the SubCo is
filed after the holding of its annual general meeting, the change in shareholding will be
reflected in the annual return.

6. It may be noted that for the transfer of the shares held by a director of a company, the prior
permission of lending banks is required, under the Bank Companies Act, 1991.

® Article 62(a) Stamp Act 1899 (SA 1899), as amended by the Finance Act 1998.
1% Section 12, SA 1899.
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Exhibit 3.4: Subsidiary Articles Relating to Board

Composition and Requiring
Amendment

Subsidiary

Articles Requiring Amendment

Ashuganj Power
Station Company
Limited

No articles requiring amendment.

Dhaka Electric
Supply Company
Ltd (DESCO)

“73. Until otherwise determined by the Company in general
meeting the number of Directors shall be 9 (nine), out of which 3
(three) from Shareholders of the Company, 3 (three) shall be
person representing consumer or professional interest and 3
(three) from Ex-officio of DESCO, i.e. Managing Director,
Director (Technical) and Director (Finance).”

Electricity
Generation
Company of
Bangladesh Limited

No articles requiring amendment.

North West Zone
Power Distribution
Company Limited

“72. (i) Until otherwise determined by the Company in General
Meeting the number of directors shall be not less then 4 (four)
and not more than 12 (twelve) excluding the Managing Director.
The Managing Director shall be the ex officio member of the
Board of Directors.

(ii) As long as the Government holds 100 percent/majority
shares in the company, the Directors including the chairman of
the Board shall be appointed by the Government.

(iii) Any Director including the Chairman of the Board may be
removed from office by the Company in General Meeting at the
option of the Government; otherwise no Director be liable to
rotation or retirement.

(iv) Any vacancy in the office of Director shall be filled in from the
nominees of the Government.

(v) A Director need not be a member of the Company when
nominated by the Government.

73.(v) The Government shall nominate a person from amongst
the members of the Directors to act as Chairman of the Board
who will preside over General Meetings.

(vii) The Board of Directors shall be appointed by the members
(Subscribers) in a general meeting as soon as majority shares in

" The meaning of this provision is not clear. The Subscribers would have all the shares of the
company. Who would sell what shares to whom for this article to come into operation?

3-12

Government of Bangladesh / ADB 1/8/08

PA




3. Holding Company Roles, Functions and Establishment. . . H\

the Company are sold to the subscribers™. Until new Directors
are so appointed by the subscribers (shareholders), the first
Board of Directors of the Company shall be constituted as

follows: ....”
Power Grid “33. Until otherwise determined by the Company in General
Company of Meeting the number of Directors shall be not less than 4 (Four)
Bangladesh Limited | and not more that (sic) 12 (Twelve) including ex-officio directors.
(PGCB) Not more than 4 (Four) persons representing professional

institutes, consumer associations and chamber bodies shall be
appointed as Directors of the company. They may be the Head
of such institutes, associations and bodies or properly nominated
representatives. They shall have the right to vote in a Board
Meeting. Not more than three Directors shall be serving or
retired personnel of the government or its agencies other than
ex-officio Directors.

34.(i) The Board of Directors shall be appointed by the
Members. Till the time the new Directors are appointed the
subscribers and the representatives of professional institute,
consumer association and chamber body and the ex-officio
directors shall be deemed to be Directors of the Company. ...

(iif) The Managing Director, and other Directors including
Director (Finance) and Director (Technical) of the Company,
nominated by the Government and they need not themselves
hold any qualification shares in their own name. They shall be
ex-officio members of the Board of Directors and shall have the
right to vote in a Board Meeting.”

West Zone Power “72. Until otherwise determined by the Company in General
Distribution Meeting the minimum 3 (three) and maximum 12 (twelve)
Company Limited number of Directors, out of which 6 (six) from Subscribers™? of

the Company, 3 (three) shall be person representing consumer
or professional interest and 3 (three) from Ex-officio of WEST
ZONE POWER DISTRIBUTION COMPANY LIMITED i.e.
Managing Director, Director (Technical) and Director (Finance).”

An instruction'® was issued by the Power Division, Ministry of Power, Energy and Mineral
Resources on 15.11.07 in relation to the boards of directors of state-owned companies
formed in the power sector. That instruction stipulates the following. All power sector
companies were asked to amend their memoranda and articles of association to give
effect to the instruction:

i) The Secretary, Power Division, would not be chairman of any board of
directors. The Secretary to any other ministry/division, a retired secretary or an
eminent citizen shall be the chairman of the board of directors.

2 The word “Shareholders” overwritten by hand.

13 Memo No.BiJaKhoSho/BiBi/Pro:-2/2Bi-1/2007/668
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Vi)

vii)

viii)

Xi)

3.2.7

The necessary™* number of representatives from shareholders will be included
in the board of directors. Officials representing the Power Division will take part
in the decision-making process of companies within their subject area.'

No official of the Power Division or its agencies shall be on the board of
directors of more than 2 companies.

No executive officer other than the managing director of a company shall be
permitted to be on the board of directors.

A person with expertise in the relevant subject (generation, transmission,
distribution) shall be included in the board of directors.

A consumer representative shall be included in the board of directors.

A representative of the business community shall be included in the board of
directors.

An expert on financial matters shall be included in the Board of directors.

In order to ensure the accountability of state-owned companies, the no-
objection of the Power Division shall have to be obtained in matters concerning
the appointment, extension of contract, removal etc of the chief executive
officer (managing director).

No meeting of the board of directors will be held without the presence of a
majority of members.

The Director (Finance) and Director (Technical) of the companies, even though
not members of the board, shall be present at all its meetings.

Assigning Contracts to HoldCo

Since HoldCo will not be an operating company, it will not be necessary to assign PPAs,
fuel supply agreements, or other trading contracts from existing BPDB operations. The
principal agreements necessary for the day-to-day operation and management of HoldCo
may include:

* employment contracts with employees;
* service contracts for maintenance of offices, security etc;
» supply contracts for stores including stationary etc.

» supply arrangements and contracts for gas and other fuel for purposes
other than generating electricity;

* The number is not specified, and may be determined on a case to case basis.

' This provision is not clear. It may relate to the subject areas of generation, transmission and

distribution.
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» service contracts for technical support such as information systems;
» transport and travel service contracts;

* insurance contracts for employee and third party accident and injury.

contracts for lease of premises.

These are largely expected to be new contracts, though in certain cases they could be
assigned by BPDB to HoldCo.

3.2.8 Government Obligations under Loan Agreements and Sovereign
Guarantees

The Government of Bangladesh has entered into several loan and other financing
agreements with various multilateral and bilateral donors and lenders such as the World
Bank and the ADB in respect of BPDB, its various plants and operations. Some of these
loan agreements are specific to individual power stations. Some are accompanied by
subsidiary loan agreements, whereby the Government has re-lent the borrowed funds to
BPDB.

Standard terms in World Bank and ADB loan agreements provide, for example, that BPDB
cannot sell, lease or otherwise dispose of any of its assets without the prior approval of
the lender, be it World Bank or ADB. Moreover, BPDB is usually prohibited from assigning
any rights or obligations under any subsidiary loan agreement in relation to any of the loan
agreements, without the approval of the lender. Some of these loan agreements may have
sovereign guarantees attached to them. They may also have terms and conditions
prohibiting or restricting the amendment of the constitutional documents of BPDB and/or
its restructuring.

These provisions would restrict the right of BPDB to transfer relevant assets as it is
unbundled. Further, there may be similar clauses in any or all the other existing loan
agreements to which the Government and/or BPDB are a party, and any transfer of assets
or liabilities, or restructuring envisaged in this corporatization project could trigger off a
default in such loan agreements, which in turn may trigger off cross-default clauses in any
or all of these loan agreements. Each of these loan agreements would have to be
reviewed for such express or implied bars on the envisaged restructuring, and transfers of
assets and liabilities of BPDB.

It is expected that no loans or other financial obligations will be assigned to HoldCo, since
HoldCo will be a non-operating company. Rather, existing BPDB loans and obligations will
be transferred to the relevant operating company that is spun off from BPDB. In some
cases it may not be possible to identify a single new operating company to which a given
loan or obligation should be transferred. In such cases, the liability should be allocated
among operating entities following a clear rationale, e.g. proportionally to the assets
transferred. Even so, it is not expected that HoldCo will be involved in any such transfers.
On the other hand, this will remain an issue for the establishment of new HoldCo
subsidiaries from BPDB operations.
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3.3 CORPORATE GOVERNANCE
3.3.1 Basic Requirements

Following several major enquiries and legislative decisions in various countries over the
last 20 years the need for specific actions, policies and disclosures by companies in the
interest of investors and participants in the capital markets has been well defined. The
Bangladesh Enterprise Institute published in April 2004 The Code of Corporate
Governance for Bangladesh. In December 2005 the SE Asian Association of Accountants
published Best Practices on Corporate Governance. It incorporated ideas and
contributions from member Institutes including the Institute of Chartered Accountants in
Bangladesh. The OECD has also published a code of practice.

The minimum for companies’ Codes of Corporate Governance in Bangladesh has been
specified by the Securities & Exchange Commission.*® The Notification sets out certain
conditions that are to be included in each company’s code on a ‘comply or explain’ basis.
The principal requirements are:

* The size of boards of directors should lie between 5 and 20

» Independent directors should number at least 10 per cent of the total with
a minimum of one

* The positions of Chairman and CEO should, preferably, not be held by
the same person

» Chief Financial Officer (CFO), Head of Internal Audit and Company
Secretary should have defined responsibilities; the CFO and Secretary
should attend Board meetings.

» The Directors’ Annual Report to shareholders should include statements
concerning the fairness and the bases of the presentation of the
company'’s affairs in the financial statements, the adequacy of the books
of account and internal control processes; the ability of the company to
meet its debts; disclosures on major plans, prospects and risks; three
years’ performance data; details of directors’ shareholdings and meeting
attendance; the voting interest of holders of per cent of shares or more;
the reasons for not declaring a dividend; and explanations of non-
compliance with conditions of the Notification.

* Audit and Risk Management committees should be established with
specified minimum obligations, including reporting to the SEC of failure to
rectify shortcomings or inadequacies relating to conflicts of interest,
internal control systems; infringements of relevant laws; anything having a
material impact on the company. The external and group internal auditors
should report to this committee.’

External/statutory auditors should be barred from providing certain services, e.g.,
appraisal, IT systems, bookkeeping and internal audit.

6 Notification Dated the 20th February, 2006 No. SEC/CMRRCD/2006-158/Admin/02-08,

" We recommend that HoldCo should have one committee covering both audit and risk issues.
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3.3.2 Additional Recommendations for HoldCo

Considering the nature and situation of the BPDB Group and the need to secure uniform
policies and action on key issues such as capital works, funding, and the need to prepare
consolidated accounts, certain other Board committees should be established:

* Finance & planning

* Information technology

« Human resources, nomination and remuneration

» Technical
The roles and responsibilities of the Board collectively, directors severally, and the
committees established to assist the Board in its work need to be set out in manuals.
Amongst other things, the extent to which the Board reserves to itself or limits the exercise
of powers assigned to the MD in the Articles of Association need to be spelled out very
clearly. The Board manual should also set out the desirable composition of the Board in

terms of skills and resources, procedures for identifying candidate directors and the
performance appraisal of directors collectively and severally.

A Code of Conduct should be prepared setting out the standards of corporate and
personal behavior expected of all directors, employees and contractors with respect to
customers, shareholders, Government, the environment and the public.

The roles of the Board committees are summarized below.
3.3.3 Finance & Planning

The Finance & Planning committee:

* Reviews the expected cost of meeting long term power demand
projections prepared by Single Buyer and proposals for meeting them and
recommends priorities where it is hecessary to ration capital

* Reviews SubCos’ financing plans and ensures that collectively they
optimize the Group’s cost of capital and average cost of borrowing

» Reviews Treasury proposals for managing finance and foreign exchange
costs and short term financing arrangements

* Reviews the Group’s business plan

* Makes appropriate recommendations to the Board
3.3.4 Audit & Risk Management

The Audit committee should also be responsible for oversight of risk management and
compliance throughout the Group because at HoldCo level the Group’s financial risks
(e.g., exchange rate, interest rate, counterparty) will become increasingly more significant
as the Group becomes progressively less reliant on Government and aid agencies for
finance and should be managed with the other risks faced by the Group, e.g., major plant
failure, public and personnel injury, fire and earthquake.

3-17

Government of Bangladesh / ADB 1/8/08



3. Holding Company Roles, Functions and Establishment. . . H\

The Audit & Risk Management committee:

Ensures that satisfactory arrangements exist for identifying, monitoring
and mitigating financial and operational risks within the Group, including
those associated with major contracts

Ensures that satisfactory arrangements exist for measuring and reporting
SubCo and group operational and financial performance

Ensures that satisfactory arrangements exist for internal control and audit
of the Group

Receives the report and management letter of the external auditor and
considers issues raised in it

Ensures that satisfactory arrangements exist within the Group for
monitoring compliance with all laws and regulations, including taxation,
health and safety and environment

Makes appropriate recommendations to the Board.

3.3.5 Information Technology

The Information Technology committee:

Ensures that a long term group IT strategic plan is prepared and updated
from time to time

Reviews SubCos’ IT plans and ensures that they are consistent with
overall group IT strategy

Ensures that group IT security plans are prepared and implemented

Makes appropriate recommendations to the Board

3.3.6 Human Resources, Nomination and Remuneration

The Human Resources, Nomination and Remuneration committee:

Ensures sound overall group health, safety, welfare, staff development
and remuneration policies are prepared and ensures that they are
implemented by SubCos

Receives succession plans from HoldCo’s and SubCos’ management,
identifies pending vacancies at Board and top management level
throughout out the Group and assists in development of short lists of
potential appointees

Recommends on remuneration policies for directors and senior managers
throughout the Group

Makes appropriate recommendations to the Board

3.3.7 Technical

The Technical committee:

Ensures that SubCos’ proposals for meeting future power demand are
technically sound and consistent with international best practice

Approves performance standards for major items of equipment
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* Reviews SubCos’ asset management plans and ensures that they are
economic, mutually consistent and support the Group’s long term power

supply strategy
* Makes appropriate recommendations to the Board

3.3.8 Delegation of Authority

The Articles of Association grant extensive powers to the MD to expedite the business of
HoldCo. Since the Articles is a public and statutory document it may be relied upon by
third parties doing business with the company as evidence of the MD’s power to deal with
them on HoldCo'’s behalf. However, the Board should consider what decisions should be
reserved to itself.

The following are examples of matters decisions on which the Board should consider
reserving to itself. Quantitative limits in them are purely illustrative.

* Appointment, termination and remuneration of the immediate
subordinates of the MD of HoldCo

* Appointment, termination and remuneration of directors and chief
executives of subsidiary companies

» Signing off major reports to Government

* Commitment of capex in excess of Tk 100 million per project

» Executing contracts in excess of Tk 500 million

» Capital raising in excess of Tk 100 million per occurrence

» Investment in new generation etc including contracts with IPPs
» Sale of shares in HoldCo or any of its SubCos

» Sale of any of SubCos’ major plant items

* Amendment of the Articles or Memoranda of Association of any SubCos

3.4 CORPORATE PERFORMANCE MANAGEMENT

As discussed above in Section 3.1, HoldCo will have two principal functions: to help
ensure optimal allocation of scarce capital across its subsidiaries, and to drive improved
performance of those subsidiary operating companies. Proposed mechanisms for capital
allocation are discussed in Section 8.3. This section describes HoldCo’s performance
management function.

The 2000 Vision and Policy Statement highlights the lack of effective operational
performance evaluation as a major constraint to improved sector performance. While
there has been some focus to help improve commercial viability through setting up targets
at the corporate level, these targets have neither been derived systematically nor linked to
individual performance. In some companies (e.g. DESCO, PGCB) bonuses are paid on
achievement of corporate targets but the allocation of bonus amount is not linked to level
of individual achievement. In BPDB, bonuses are paid against set targets on zonal basis
under a Punishment and Reward Scheme. However, there has been no case of penalties
in case of underachievement of targets.
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Effective performance measurement and performance management systems are essential
to create well-performing organizations, whether public or private. Since HoldCo will be
the apex company of many power sector corporatized bodies, it is all the more important
that it takes the lead in developing, implementing and promoting a performance-oriented
culture across not only in its own business but in that of its subsidiaries as well.

Given that HoldCo will have sector-level objectives, the goal for the company should be to
wield individual efforts into a common effort where, while each member of the organization
(subsidiaries) contributes something different but in all they must all contribute to a
common Goal or Vision for the sector. Such contributions must be mandated through
performance contracts where targets for achievement are clearly laid out and are
measured on a regular basis. Achievements must be rewarded and corrective actions
taken in situations of non-performance.

3.4.1 The Performance Management Framework

Performance management is a systematic approach to performance improvement through
an ongoing process of establishing strategic performance objectives; measuring
performance; collecting, analyzing, reviewing, and reporting performance data; and using
that data to drive performance improvement. Performance management aims to impose
accountability, and therefore incorporates the elements of accountability shown in Exhibit
1.4.

Performance-based management has many benefits, including:

e It provides a structured approach to focusing on strategic performance
objectives. In other words, performance management focuses on the
achievement of results, not on the number of activities. It promotes a work
culture that values results over bureaucratic processes, and encourages
dynamism and initiative.

e It provides a mechanism for accurately reporting performance to upper
management and stakeholders. Because all work is planned and done in
accordance with the strategic performance objectives, the end result is an
accurate picture of individual, program, and organizational performance.

e It provides a mechanism for linking performance and budget expenditures. At
the beginning of the cycle, performance management provides a framework for
showing what goals will be accomplished and what resources will be necessary
to accomplish those goals. At the end of the cycle, it shows what was actually
accomplished and what resources actually were used to achieve those results.

« It provides an excellent framework for accountability. Performance management
ensures accountability for results. In the performance management framework,
all actions, decisions, expenditures, and results can be easily explained,
justified, and reported.

« It shares responsibility for performance improvement. In the performance-based
management process, performance improvement becomes a joint responsibility
between the organization and its stakeholders/customers or between the
individual and his/her management.
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To be effective, a performance management framework should span all levels of the
sector, just as accountability must cascade from the top to the bottom of the sector.
Exhibit 3.5

Exhibit 3.5: The Cascade of Accountability
Authority Responsibility

The Voters

Elections . . L
Pledge to achieve basic objectives

The Government

Establishes targets thru Performance Contract.
Appoints/dismisses Board members

HoldCo performance Enabling funding.
against targets Autonomy

The Board of Directors of the Holding Company

Establishes targets thru a Performance Contract.
Appoints/dismisses Board members

Enabling funding.

Subsidiary performance
Autonomy

against targets

The Board of Directors of a Subsidiary Company

Establishes targets thru Performance Contract.

) Y= . Enabling resources.
Appoints/dismisses Senior Management

Unit performance
Autonomy

against targets

The Management of a Subsidiary

Allocate project resources.
Hire/dismiss employees

Enabling resources,

Performance against . .
incentives

individual targets

The Employees

Therefore, HoldCo’s performance management system will define the key relationships
that will exist between HoldCo and the Government, HoldCo and its subsidiaries and
HoldCo and its employees. Promoting this performance culture will enable sector-level
gain in efficiencies and achievement of goals that the government has set for itself.

The framework is a three-step model where performance contracts are drawn between the
following:

e The Government and HoldCo
« HoldCo and its subsidiaries
* HoldCo and its employees

The targets in these performance contracts must cascade down from the performance
contract drawn between the Government and HoldCo to the employees of HoldCo in the
end. In this way both the goals of the Government (sector level goals) and the goals laid
down for the subsidiaries by HoldCo will be linked to the employees of HoldCo. In
addition, HoldCo must influence and promote adoption of similar performance
management framework in its subsidiaries. This framework is shown in Exhibit 3.6.
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Exhibit 3.6: HoldCo's Performance Management Framew  ork

Managing performance is one of the biggest challenges faced by organizations today.
Often this is caused by a lack of clarity of performance expectations and unwillingness on
the part of leaders to make to a commitment to strategically manage performance.
Performance contracts provide a means to address this challenge.

A performance contract is a document that clearly lays down goals / targets for
achievement within a specified timeframe (milestone). Such achievement or non-
achievement is then reviewed and analyzed, and appropriate actions taken to either
reward the achievement or set corrective actions for improvement. The aim of creating a
performance contract as a document is to ensure it is always available for reference and
review and it removes ambiguity and bias from the performance process / framework.

The Performance Contract prepared annually by the Board of Directors and “negotiated”
with the shareholder. It shall contain:

* Objectives of company

* A summary of the nature and scope of commercial activities of the group
» Details of capital structure

» Accounting policies to be followed

* Operational and financial performance targets and measures to be met over the
next five years

» Dividend policy and estimates
* Information to be reported
* Procedures for share subscriptions or purchases

» Assumptions regarding factors outside the control of HoldCo, including obligations
of the Government, that will affect target performance, including (i) fuel prices,
inflation, force majeure events, etc. (ii) availability/provision of financing, (iii) tariff
levels, and (iv) subsidies.
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» Other matters agreed with the shareholder

When the Performance Contract is agreed and signed by the parties it will constitute a
statement of the targets against which a company’s achievements will be judged and of
the obligations Government has undertaken to meet. An example is given in Appendix F.

Exhibit 3.7 depicts the three steps for preparing a performance contract. Each is
discussed in turn below.

Exhibit 3.7: Steps for Preparing a Performance Cont  ract

Set Goals Set Milestones 'Set Accountability
Set Goals which are Set timelines for - Review Progress
- Simple and specific achievement. Such - Make adjustments
= Measurable timeframe should be - Performance Coaching
- Attainable realistic for achievement - Reward
- Relevant - Set corrective actions:
for improwaimant

SET GOALS (TARGETS)

The process for Performance Contract starts with setting performance expectations or
Goals. Performance contracts should include Routine, Stretch and Development goals
that incorporate expectations or specific actions to be taken.

Routine goals include actions that encompass performance expectations that are
expected to be completed in the normal course of work, business or project.

Stretch goals include actions that challenge the skills, abilities and knowledge
(competencies) and resources of an individual or collectively as group or company.
Attempt must be at all times to make the Stretch Goals realistic and not unreasonable.

Development goals include actions that are directed at development and which enhance
current and future value of the organization.

While devising goals it must be kept in mind that the goals are:

» Simple and specific — so that everyone in the company, from the top management
to the field staff, can easily comprehend and relate to them, and work to achieve
them. The targets should also not be unnecessarily complicated in their design or
applicability.

* Measurable - so that all targets are objective and not subject to too much
interpretation or discretion. The calculation of the achievement should be
transparent and easily defined. The means by which the data will be compiled
must be explicitly considered.
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» Attainable — so that the target is within reach with a reasonable amount of stretch
and time, and with the resources that have been made available. Targets should
be such that they are do-able and acceptable to all concerned, especially the
implementing agencies. It is not prudent to set targets that are beyond reach and
unattainable in a reasonable timeframe.

* Relevant - so that they reflect the priorities of the sector, the company and its
subsidiaries. Targets over which there is little or no, control would not be relevant,
and one of the principles in setting targets is to pick areas where there is control,
and the means to meet the targets.

SET MILESTONES

Milestones or dates for specific actions to be completed for each goal are critical to accept
accountability. And, the overall contract should extend to a reasonable time in order to
promote systematic accountability checks. It must be ensured that the timeframe is not
too large as it would weaken the commitment to a goal. This dimension of timeliness,
together with the four characteristics noted above, suggest that targets need to be
SMART: Simple and specific, Measurable, Attainable, Relevant and Timely

SET ACCOUNTABILITY

Accountability sessions are important components of the contracting process and include
reviewing progress, determining what additional resources may be needed, adjustments
of the milestones and performance coaching. Schedule a final review to establish
completion of the contract, negotiate a new contract and deliver any rewards associated
with contract completion or set corrective actions to improve performance.

3.4.2 The Government — HoldCo Performance Contract

The performance contract between HoldCo and the Government is a two step process.
On one hand the contact must represent a cumulative target of the subsidiaries and on the
other it must also incorporate the goals that the Government has set for the power sector
overall. It must also be noted here that many of the goals / targets set under this
performance contract will be more long term and a minimum time frame of yearly reviews
or updates should be set up.

The 2000 Vision and Policy Statement and the Three Year Roadmap for the Power Sector
Reform updated in 2005 should serve as a guiding document for framing the goals at the
sector level. These sector-level goals will cascade down to the subsidiaries and in turn to
the employees of the HoldCo, hence they must be free from ambiguity; as noted
previously, they should be SMART targets. In addition, the targets should indicate the
baseline information against which performance is measured, and also the prioritizing of
targets. These are detailed further below.

Exhibit 3.8 provides some examples of targets that could be used in the Performance
Contract between HoldCo and the Government. A sample Performance Contract is
provided in Appendix F.
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Exhibit 3.8: Example of Targets for Government — Ho  |dCo Performance Contract

The Policy Statement on Power Sector Reform states the following;
“Provide electricity service to the whole country by the year 2020”.

This can be then used to set up a yearly target for the HoldCo which can state:
» ‘Achieve electrification of 40,000 (or X number) household in the financial year
2008 — 2009’

The above target in itself could lead to or be set in conjunction with other targets for the
HoldCo such as the following:
e ‘Commission a 40 Km (or X Km) Transmission Line extension at 132 kV during
the financial year 2008 — 2009’
» ‘Ensure an overall plant availability factor of Y% during the year 2008-2009’

There could be other financial targets like
* Return on Capital Employed
» Debt Servicing ratio

In addition, the performance contract would document corresponding Government
commitments or assumption such as:
» The Government will arrange debt funding of BDT X million for HoldCo and its
subsidiaries to meet this target.
e ‘The above targets assume an increase of Y% in the sales weighted tariff during
2008 - 2009’

3.4.3 The HoldCo — Subsidiary Performance Contract

The performance contract between HoldCo and a subsidiary is linked directly to the
subsidiary’s activities and must be more operational in nature. For each subsidiary a
separate performance contract must be drawn up, which will be dependent on the nature
of business of the subsidiary. Distribution, transmission and generation companies will
each have a separate set of targets but they must also carry some targets that are drawn
from or are derived from the sector-level targets which HoldCo has agreed with the
Government. Such linkage is also to some extent based on the sector-level priorities. A
note on this linkage is mentioned in another chapter later.

The nature of the targets in this performance contract may be more near-term and the
goals / targets set under this performance contract should have a yearly timeframe with a
six monthly review mechanism built in. Again, the performance contract process must be
used as a guide for setting targets at all levels, and the targets must be SMART.

Some examples of targets to be laid down in the Performance Contract between the
HoldCo and different types of subsidiaries are given in Exhibit 3.9. These Performance
Contracts would utilize the same format as that between HoldCo and Government, as
shown in Appendix F. A complete list of candidate key performance indicators (KPIs) are
provided in Exhibit 3.10.
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Exhibit 3.9: Examples of Targets for HoldCo — Subsi  diary Performance Contracts

For Distribution Companies , targets could include;
* Reduce Losses by 20% from existing level in year 2008 — 2009
0 Calculated as Loss % = Enerqgy Input — Energy Sold X 100
Energy Input
» Improve Collection Efficiency by 20% from existing level in year 2008 - 09
o Calculated as CE % = Total Billed — Total Collected X 100
Total Billed
* Improve Revenue to Current Expenditure Ratio by 20% in year 2008 -09
o Calculated as RCE Ratio = Revenue
Current Expenditure

Other targets related to SAIFI, SAIDI, Customers Serviced per Employee may also be set as
targets for a Distribution Subsidiary

For Transmission Companies targets could include;
e Improve SAIFI by 15% from existing level in year 2008 — 09
0 Calculated as SAIFI = Total no. of customer interruptions (Interruptions/Customer/Year)
Total no. of Customers Served
* Improve SAIDI by 15% from existing level in year 2008 — 09
0 Calculated as SAIDI = Sum of Customer Interruption Duration X (Hrs/Customer/Year)
Total no. of Customers Served
* Improve RLIF (Revenue Loss Impact Factor) by 10% in year 2008 — 09
o0 Calculated as RLIF = Actual Energy Transferred
Total energy Available for Transfer

Where, Actual Energy Transferred = Total Energy transferred (including wheeling) in a Year

And, Total Energy Available for Transfer = Actual energy transferred and the energy lost
during outage (million Units)

Other targets related to Km of Lines serviced per Employee, MVA per Employee, Revenue to
Current Expenditure Ratio may also be set as targets for a Transmission Subsidiary

For Generation Companies targets could include;
* Plant Availability
* Generation Losses
s PLF
e Actual Vs Capacity Generation
» Per Employee Generation
e Outage %
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PA

Exhibit 3.10: Sample KPIs by Value Chain Segment

Distribution Transmission Generation

* Losses (energy billed /
incoming energy)

» Collection ratio
(collected/billed)

» Cash generated from
private sources as a % of
all non-tariff cash funding
(DESCO only; represents
proceeds of IPO, bonds
and any corporate
borrowing)

» Customers per employee

» Operating cost of service
(Total operating costs
divided by kWh billed)

* Losses (energy
transferred to distribution
/ energy injection from
generation)

* Transmission charge
collection ratio

e Cash generated from
private sources as a % of
all non-tariff cash funding
(PGCB only; represents
proceeds of IPO, bonds
and any corporate
borrowing)

 Circuit-km per Employee

* MVA of transformers per
Employee

« Operating cost of service
(Total operating costs
divided by kWh billed)

e Transmission SAIDI
(exclude interruptions
due to generation
outage)

e Transmission SAIFI
(exclude interruptions
due to generation
outage)

Station Losses

Plant Availability

Plant Load Factor

MW capacity per
Employee

Net MWh generated per
Employee

Forced outage rate
Planned outage rate

3.4.4 The HoldCo — Employee Performance Contract

The HoldCo must set up a separate Employee Performance Management System
(EPMS). It must form an integral part of the conditions of service guiding the employees’
tenure with the company. Such EPMS must enhance the alignment of team and individual
goals with the broader strategic goals of the company. While this Performance
Management Framework lays down the guidelines for the overall efficiency in the sector
by building a performance culture through Performance Contracts, the Performance
Contracts for employees must be addressed through a separate EPMS where each
individual employee is communicated in detail of what the process is about, why it is being
implemented, and how it works.

Essentially the EPMS must be a three step process and must entail;
» Aface to face meeting between the staff member and line manager to discuss the
Individual Performance Contract
* Mid term Review of Performance
* Final Appraisal at end of term
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In an EPMS the performance contract must cover elements of both quantitative and
gualitative targets. The assessment process must cover both quantitative and qualitative
elements of the work carried out to date and must be rated on a well defined rating scale.
All increments or salary increases must be set as a percentage of salary, dependent on
the performance level achieved against agreed targets at start of performance period.

At the end of each performance period and upon completion of the review, all employees
must be advised in writing of salary increases, bonus payments, and promotions. It must
also be set that continued non performance could lead to corrective actions which may
also lead to termination in situations of no improvement.

It is also proposed to introduce Forced Ranking in the EPMS as a first step towards
adopting a modern system. Forced Ranking eliminates bias in the administration of any
employee performance system that may result on account of inter-personal dynamics
within the organization. It also provides direct incentive for higher performance and
motivates individual employees towards achievement of individual goals.

Forced ranking is a performance intervention, which can be defined as an evaluation
method of forced distribution, where managers are required to distribute ratings for those
personnel under evaluation into a pre-specified performance distribution ranking. A typical
distribution would have four ratings: Failing to Meet Expectations, Meeting Expectations,
Exceeding Expectations, and Greatly Exceeding Expectations. Forced ranking mandates
that a certain number of employees will be assigned to each rating class, including Failing
to Meet Expectations. The exact distribution may vary by unit depending on the
performance of that unit. For example, units that are exceeding their organizational targets
will allow for a higher percentage of employees in Exceeding/Greatly Exceeding
Expectations, and a lower percentage in Failing to Meet Expectations when compared to
units that are not meeting their organizational targets. Forced ranking has also been
defined as a workforce-management tool based on the premise that in order to develop
and thrive, a corporation must identify its best and worst performers, then nurture the
former and rehabilitate and/or separate the latter.

The Employee Performance Management system is detailed in the proposed HoldCo
Human Resource Manual presented in Supplemental Appendix C.

3.4.5 The Subsidiary — Employee Performance Contrac t

For the HoldCo to meet its targets, each Subsidiary must meet its own targets, which in
turn is possible only if all or most of the units under each Subsidiary and their employees
are able to meet their own targets. Thus, the targets for most activities must be set in such
a way that if the units under the subsidiary achieve their targets, then the Subsidiary will
also achieve their targets, ultimately leading to the HoldCo meeting its goals. Such a
cascading of targets is an important element of the structure of the Performance
Management Framework.

The system of cascading of targets links the various companies in the sector together and
brings them under a common framework. It promotes the culture of performance to
permeate across the sector and motivates different companies to achieve common goals.
An example of cascading of targets is given below in Exhibit 3.11 and the linkages
represented diagrammatically in Exhibit 3.12.
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Exhibit 3.11: Examples of a Cascading Target

An example of this cascade can be:
“Provide electricity service to the whole country by the year 2020

This can be then used to set up a yearly target for HoldCo which can state:
» ‘Achieve electrification of 40,000 (or X number) household in the financial year
2008 — 2009’

The above target in itself could lead to other targets for the Subsidiaries which could be as
follows; (Assume 30,000 household electrification works goes to WZPDCL)

Target for WZPDCL
» Ensure electrification of 30,000 households in 2008 — 09

WZPDCL can then set target for its Procurement Division
» Ensure procurement of all electrification items for 30,000 household by August
2008

WZPDCL can also set target for its Project Implementation team
« Complete all surveys and material requirement specification for additional
30,000 household electrification by April 2008
* Award contracts for electrification works for 30,000 households by August
2008

WZPDCL can also use this for setting targets for its Employees (Say the Project Manager for
Project Implementation Team)
* Ensure completion of 3,0000 household electrification by March 2009

Similarly the HoldCo can set target for its employees which could be;
e Secure capex funding for electrification of additional 40,000 households by July
2008

Exhibit 3.12: Linkages in the Cascade of Targets
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Another feature of the target setting is that the performance targets for various activities
must generally be made more stringent from year to year. Such a ratcheting of targets will
lead to progressively improved performance. However, for certain activities, once a
specified minimum/maximum level is reached, ratcheting may not be possible (e.g. once
overall losses in a unit are brought to the level of allowable technical losses; it may be
difficult to lower them further without substantial capital investment). Thus, in setting
targets at the various levels, the unique characteristics of each unit should be considered
along with the principles of cascading and ratcheting.

3.4.6 Delivering Incentives

The Performance Management Framework aims to improve sectoral performance by
increasing employee productivity and motivation. While most companies and government
bodies currently have their own performance management systems to assess individual
performance there is no system to monitor group performance or to link individual
performance targets with unit and ultimately sector targets. The proposed Performance
Management Framework provides a mechanism to monitor Sector Performance and link it
to individual employee performance. HoldCo must lead application of this framework
throughout the sector so as to improve the overall sector functioning and bring efficiencies
in the system.

At a very basic level the overall mechanism of the Performance Management Framework
is straightforward - set targets at the beginning of the year; measure achievement against
the targets at the end of the year; and provide bonus/incentive payments based on how
much of the targets have been realized. The Performance Management Framework
creates a direct link between achieving targets/results and receiving rewards in the form of
end-of-year incentive/bonus payments. It promotes a work culture that values results over
bureaucratic processes, and encourages dynamism and initiative.

An important factor to consider is that performance is measured at two levels;
- At a company/organization level which is rewarded through bonus and,
- At an individual employee level which must be rewarded through
increments and/or payouts towards variable pay.

While bonus ultimately is paid to a company to be distributed among employees it is the
collective effort of the employees in the company which determines the company
performance, whereas payments towards increments and/or variable pay determine the
individual effort of an employee and his/her contributions. Both of these are linked in the
Performance Management Framework.

In considering the structure of the incentive/bonus payouts to be made to employees,
there were two main issues to consider:

1. The link between performance and reward must be strong enough to actually
incentivize employees to work harder, perform better, and, in some cases, change
their attitude or behavior. This means that, as far possible, the rewards should be
targeted so that it is not the case that all receive the same payouts (as has been
the practice for corporate entities in Bangladesh, e.g. a 2 months bonus across-
the-board). Ideally, the bonus payouts should differ, and be tied to individual and
overall company performance.

2. The overall well-being of the company must be kept in mind. Even if certain
employees, units or subsidiaries perform well, if overall Group or company
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performance declines substantially, then bonuses for all (even good performers)
will be affected, perhaps even to the point that no bonuses are paid.

Supplemental Appendix D provides further details on how bonuses may be determined.

3.5 SUMMARY BUSINESS PLAN
The basis for an initial baseline can be derived from HoldCo's first business plan.

This business plan is drafted from the point of view of the first Board of HoldCo and is
designed to help the directors to identify and to consider the main issues that confront
them and to decide the priorities for the new company and group. The business plan will
be amended or redrafted as appropriate by the Vice President Finance & Planning to
reflect their decisions.

HoldCo’s business plan sets out its strategic roles & functions within the Bangladesh
power sector. It includes the major strategies to be followed over a planning period that
corresponds with the power system planning period, i.e., 10 years, and indicates the
amount and timing of investment requirements of the Group. It summarizes the expected
means of financing them, including firm sources of funds and unsourced amounts for
which sources need to be found. It sets out target performance criteria and objectives for
the group.

3.5.1 Situation

Following receipt of the FRRP and subsequent Government decisions, HoldCo is to be
incorporated in FY 2008 and is to acquire by 30 June 2009 the shares held by
Government or its nominees in the following Government owned power utility entities:

* Ashuganj Power Station Co Ltd

« BPDB Power Generation Co Ltd"®

» Electricity Generation Co of Bangladesh Ltd
* Power Grid Company of Bangladesh Ltd

* West Zone Power Distribution Co Ltd

» Central Zone Power Distribution Co Ltd

* North West Zone Power Distribution Co Ltd
» South Zone Power Distribution Co Ltd

The latter three companies are in the course of being established as going concerns.

DESCO has taken over part of DESA’s business in the Greater Dhaka region and a new
company, Dhaka Power Distribution Co Ltd, has been formed to take over the remainder.
It is not Government’s intention that these companies should become subsidiaries of
HoldCo at the same time as BPDB’s subsidiaries.

B As surrogate for such other companies that may be established to acquire and operate the other

generation assets of BPDB.
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3.5.2

Issues Analysis

The role and functions of HoldCo have been discussed in Section 3.1. The starting point
for the Business Plan is a SWOT analysis relative to these functions, the results of which
are summarized below.

STRENGTHS

The Group enjoys the support of Government and international aid agencies
such as the World Bank and the ADB

The group is a monopoly supplier of power in its zones

It is inheriting subsidiary companies that in part reflect the financial and
operational recovery and rehabilitation plan (FRRP)

WEAKNESSES

The power sector as a whole, including HoldCo’s areas of operations, is
undercapitalized and does not generate sufficient cash to support growth and
to service capital

The tariff structure has been excessively politicized and current tariffs are
inadequate to ensure the operational and financial viability of the entities in the
sector

The sector plant and infrastructure have not been maintained adequately and
effective plant utilization is low

The public holds the power sector in low esteem because of its chronic inability
of meeting its needs

While SingleBuyerCo remains outside the HoldCo group HoldCo will not itself
have the capacity to identify future national needs for power and plan to meet
them

OPPORTUNITIES

THREATS

The new corporate structure frees management from the restrictive controls
pertaining to personnel and procurement that prevail in the Government sector

Improved governance practices and improved credit ratings will enable
additional funds to be secured for investment in the sector by various means
including bond issues, share sales, joint ventures, etc

A large inventory of run down assets places system reliability and therefore
income at risk and raises O&M costs

Uncertainty about the availability and cost of primary fuels may delay power
station commissioning and require continuation of load shedding

If timely, soundly argued and documented tariff requests cannot be submitted
to the Regulator, or if the Regulator is tardy in making satisfactory tariff orders,
group revenue will be at risk resulting in difficulties in establishing both financial
and operational standing in the community
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Major issues to be resolved progressively by HoldCo and its subsidiaries include the
following:

« Establishing group-wide policies on key issues such as:
o Evaluating and financing capital works
o Accounting and financial and operational reporting
0 Risk management
0 Incentive remuneration, retirement benefits
0 Health, safety and environmental protection

« Establishing a uniform basis reporting the value of fixed assets in service and
providing for depreciation and major maintenance

3.5.3 Critical Success Factors

There are four factors critical to the success of the HoldCo group:
¢ Right people
* Right performance management
* Right policies and procedures

* Right, i.e. optimal, capital allocation.

The general nature of the strategies required to meet these critical factors are set out
below.

RIGHT PEOPLE

HoldCo should ensure the highest level of direction and management of all companies in
the group. It should employ capable professional staff to implement its policies.

As described in the AOA, a selection panel of eminent persons is to be appointed to
prepare and submit to the shareholder a long list of candidates for initial election to
HoldCo’s Board. Those directors will be responsible for:

» Electing a Chairman from among their number

» Selecting and appointing a chief executive to be appointed to the position
of Managing Director.

On a continuing basis the Board of HoldCo will be responsible for:
» Approving the appointment of the MD’s immediate subordinates
» Appointing directors to subsidiary companies’ (SubCos’) boards

* Appointing new directors from the current long list—-should any become
necessary or desirable in the best interests of the company—to hold office
until the General Meeting next following appointment, at which time their
appointments will be subject to shareholder scrutiny and vote.

SubCos’ boards will have similar responsibilities with respect to their companies, except
that the appointment of new directors to SubCos will always be the responsibility of
HoldCo’s Board.
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RIGHT PERFORMANCE MANAGEMENT

The Performance Management Framework has been described at length in the preceding
section. It stipulates that the Group business plan, the strategies to put it into effect and
the planned results should be agreed with the shareholder and the essential features
incorporated in a Performance Contract between the Board and the shareholder. The
business plan objectives become contract targets against which results will be regularly
measured and reported and remedial action taken if necessary.

In like manner SubCos’ business plans will be the basis for performance contracts
between their boards and HoldCo.

Business plans should not be confined to managing assets, customers and money-they
need to have regard to personnel and environmental issues as well as Government'’s
objectives for the power sector. They should include finding and adopting innovative ways
of working with the private sector to achieve Government’s reform objectives.

RIGHT POLICIES AND PROCEDURES

People and plans need to be supported by sound policies and procedures in all important
fields, including:

¢ Human resources management

» Health, safety and environmental protection

» Accounting and financial and operational reporting
* Information and communications technology

» Evaluating and financing capital works

* Risk management

e Procurement
RIGHT, I.LE. OPTIMAL, CAPITAL ALLOCATION

The power system master plan sets out the least cost means of achieving Government’s
objectives for the power sector, the principal of which is to make electricity available to all
by 2020. The plan will be updated from time to time to reflect changes in demand and
implementation progress amongst other factors.

The power system master plan provides basic inputs to SubCos’ long term physical and
financial planning. An important role of HoldCo is to ensure that capital and other funds
available for investment by the group are directed to the most effective projects. This will
require stringent economic and financial evaluation of projects and the proposed means of
financing them.

3.5.4 Key Performance Criteria

Meeting the goals of the business plan depends on two main factors in addition to having
right people:

» Having funds available to meet the planned expenditures on planned works
o Funds from operations and known capital sources
o Government paying for each year’s tranche of capital on time
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o Timely Government payments for uneconomic projects and subsidized
supply
» Effective project planning and management.
The periodic SubCos’ performance criteria to be developed include the following:
» SubCos' individual and joint cash generation as a percentage of plan

* SubCos’ expenditure (less known overruns) on planned works as a
percentage of planned expenditure

» Achievement of major milestones on time, eg, commissioning major new
assets

» Capital receipts and loan drawdowns as a percentage of plan.
Other group operating performance measures are illustrated in Exhibits 3.13 and 3.14.
3.5.5 SubCos’ Business Plans

Consolidated projections of SubCos’ business plans prepared to implement the power
system master plan and accompanying financial projections will indicate the extent to
which the group will be able to finance its capital works and service its debt capital from
operations year by year. They will also show committed and identified (but not committed)
sources of debt capital and the unsourced amount of funds required.

SubCos’ business plans may also identify non-financial constraints to meeting the plan
objectives, e.g., lack of gas supplies at the place of a proposed power station.

Selected major items from SubCos’ plans may be included or appended in HoldCo's, e.g.,
major additions or extensions to plant, new external financing arrangements.

3.5.6 HoldCo Financial & Operational Projections

Consolidated financial and operational projections for the Group have been prepared
based on the projections in the FRRP. They indicate the impact of the group’s strategies
on financial and operational performance.

CAPITALISATION OF HOLDCO

The projected net asset value of the group on 1 July 2009 is Tk 106,000 million including
PGCB shares valued at market price in June 2006. The authorized capital should provide
for future expansion and fund raising as may be decided from time to time. The nominal
capital of HoldCo is therefore recommended to be 150 million shares of Tk 1000/- each.

Shares should be issued paid up to the value of shares acquired and initial operating
funds.

PERFORMANCE MEASURES
The performance measures for the group shown in 3.12 and 3.13 are selected from a

more extensive range of targets used at the SubCo level. Where practical, projected
measures have been taken from the FRRP.

3-35

Government of Bangladesh / ADB 1/8/08



3. Holding Company Roles, Functions and Establishment. . .

Exhibit 3.13: Indicative Operational Performance Ta  rgets
Item Unit | 2010 2011 2012 2013 2014 2015

Total energy sent out GWh 41295 44665 48298 52220 56443 61002

Retail sales GWh 8342 9092 9911 10803 11775 12835

HV %

Y\ %

LV %
Customer connections k
Customers/FTE distribution employee No./FTE
Revenue yield

Bulk - Single Buyer Tk / kWh 1.38 1.49 1.43 1.37 1.29 1.21

Customers Tk / kWh 5.58 5.77 5.85 573 5.69 5.47
System losses

Transmission % Sent out 34 34 3.3 3.3 3.2 3.2

Distribution % Received 15.6 147 13.8 12.9 12 1.1
Generation plant factor % Energy capacity
Transmission outages No
Transmission outages Av duration mins
Distribution outages No
Distribution outages Av duration mins
System peak demand MW
Load shed at peak %
Capital works

Expenditure % budget

Completed works % on time by value

Completed works % budget

Exhibit 3.14: Indicative Financial Performance Targ ets
Item Unit 2010 2011 2012 2013 2014 2015
Profitability
Operating Return on Av. Net Fixed Assets ils % BTBI 11.1% 11.0% 11.0% 11.0% 11.1% 11.1%
Return on Revenue % BTBI 26% 27% 26% 26% 25% 24%
Net return on Equity % ATAI 7.5% 9.1% 9.3% 9.2% 8.8% 8.5%
Productivity
Revenue : Total Capital Employed % 31% 34% 36% 37% 39% 39%
Return on Total Capital Employed % BTBI 7.9% 8.9% 9.2% 9.3% 9.3% 9.2%
Liquidity
Current assets : current liabilities ratio 1.50 1.47 1.61 1.70 1.71 1.74
Trade debtors Days' av revenue 49 45 49 50 50 51
Long Term Debt : Equity ratio 24 2.3 21 2.0 1.8 1.7
LT Liabilities : (LT Liabilities + Equity) % 71% 70% 68% 67% 65% 63%
Debt Service Cover % 10% 1% 13% 13% 14% 14%
Selffinancing % 3 yr CapEx
Commercial financing % Cap Ex
BTBI : Before Tax, Before Interest
ATBI : After T ax, Before Interest
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INDICATIVE FINANCIAL PROJECTIONS

Government has adopted the recommendations of the FRRP; the following have therefore
been assumed for the purpose of preparing indicative financial projections for the group:

» HoldCo will be in a position to acquire its first subsidiaries by 30 June 2009

» All prerequisites will be met by that date and all companies will exist by that
date and will be taken over with effect from 1 July 2009.

Accordingly, the figures from Appendix G to the FRRP have been drawn on to prepare
summary financial statements for FYs 2010-2015. The total equity shown in the balance
sheets is divided between HoldCo’s shareholders and the minority shareholders in PGCB.
(Because the statements were prepared from the printed Appendix G of the FRRP some
rounding errors have accumulated; they do not detract from the general financial situation
portrayed.)

Major assumptions made in the FRRP (and therefore in the projections that follow)
include:

* Financial reconstruction recommendations are implemented

* Macro economic parameters (inflation and exchange rates and fuel prices)
as stated in FRRP Table 6-1

« Expansion of generation in line with the Power System Master Plan® as
summarized in FRRP Table 6-4 and the energy balance in FRRP Table 6-2

e Sector CapEx and financing as set out in various tables
* O&M costs of each part of the sector also as set out in various tables

* Retalil tariffs raised to give full cost recovery (or Government will make
revenue up to full cost recovery if necessary) including a return of 10 per
cent of net fixed assets in service. %

Consolidated income statements for the HoldCo group are in Exhibit 3.15. PGCB'’s
wheeling income derived from DisCos has been offset against the corresponding expense
in DisCos’ income statements.

Consolidated balance sheets are in Exhibit 3.16. In like manner, amounts owing between
PGCB and DisCos have been eliminated. The assumed goodwill paid on the acquisition of
PGCB'’s shares at market value (being the difference between the value assigned to the
shares allotted and 75 per cent of the net assets of the PGCB) is shown as a deduction
from shareholders’ equity. The amount of shareholders’ equity attributable to the minority
shareholders in PGCB is shown separately.

Consolidated cash flows of the Group are in Exhibit 3.17. An analysis of projected capex
by SubCo is in Exhibit 3.18.%*

19 power System Master Plan Update, 2006, ADB TA 4379-BAN: Power Sector Development Program I,.

Component B:

% The FRRP assumes that operating subsidies will not be required from Government after FY 2008.

2L |tis noted that the level of capex projected in the FRRP for SZDPC is some 40 per cent greater than that

in the projections made by Soluziona in their corporatisation report.
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Exhibit 3.15: Consolidated Income Statements

PA

Item | 2010 2011 2012 2013 2014 2015
Operating revenue
Bulk power 45 551 53129 54963 56645 57663 58458
Retail 46523 52419 57991 61907 67039 70229
Total energy revenue 92074 105548 112954 118552 124702 128687
Wheeling 6 624 7780 8374 8831 9296 9778
Other 2151 2510 2696 2 857 3026 3147
M Tk 100849 115838 124024 130240 137024 141612
Operating expense
Fuel 18787 21028 21115 22573 23178 25202
Purchased power 27 151 30772 34487 36755 40363 42054
Operating & maintenance 11 230 13 209 13748 14 576 15288 16 339
Personnel, admin & genrl 4 837 5299 5 861 6491 71% 7974
Depreciation 13092 15432 16748 17317 18138 16862
M Tk 75097 85740 91959 97712 104161 108 431
Operating income 25752 30098 32065 32528 32863 33181
Net interest expense 11117 11419 11 551 11 394 11 221 11074
Other finance expense 2 946 3141 3255 3329 3 384 3473
Net income before tax 11689 15538 17259 17805 18258 18634
Income tax 4 381 5828 6473 6677 6 846 6990
Net income after tax 7308 9710 10786 11128 11412 11644
Dividends 788 1221 1505 5 255 2 804 5574
Retained income M Tk 6520 8 489 9 281 5873 8 608 6 070
Exhibit 3.16: Consolidated Balance Sheets
ltem | 2009 oBs 2010 2011 2012 2013 2014 2015
Working capital
Cash 16 583 18 981 23181 28618 30730 34775 31886
Other current assets 21656 19 021 21493 22735 23723 24 787 25377
less Current liabilities 25488 25785 27 747 30 202 31756 34 304 36 819
Net working capital 12 750 12 217 16 927 21151 22697 25258 20 444
Fixed assets
In service 208149 257861 291306 292800 297690 295974 301523
Under construction 89 537 56 328 28 521 32713 28 648 33 257 37 252
297686 314189 319827 325513 326338 329231 338775
Investments 28 28 28 28 28 28 28
Total Capital Employed M Tk 310464 326434 336782 346692 349063 354 517 359247
Financed by
Long term liabilities & provisions 219008 228481 230293 230963 227464 224305 222965
Shareholder's Equity
Paid in capital 90 615 90615 90615 90615 90 615 90615 90615
Retained income - 5654 13511 21902 26 852 34 475 39493
less Share purchase premium 3481 3481 3481 3481 3481 3481 3481
Shareholders' equity 87 134 92788 100645 109036 113986 121608 126 626
Minority interest in PGCB 4322 5167 5844 6692 7615 8602 9 656
91 456 97955 106489 115728 121601 130210 136 282
Total Capital Employed M Tk 310464 326436 336782 346691 349065 354515 359247
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Exhibit 3.17: Consolidated Cash Flows

Item [ 2009 oBs 2010 2011 2012 2013 2014 2015
Operating cash flow 23265 28205 30696 31672 32820 31865
Change in noncash wkg capital -158 -1471 671 -394 -421 -166
Change in provisions 676 708 761 824 891 971
Capital investment -29607 -21069 -22435 18141 -21028  -26 407
Net financing flows 8 221 -2 169 2913 -11848 -8 218 -9 151
Change in cash balances 2397 4204 5438 2113 4044 -2 888
Cash balance M Tk 16583 18980 23184 28622 30735 34779 31891
Exhibit 3.18: Expenditure on Capital Works
Subsidiary 2010 2011 2012 2013 2014 2015
Ashuganj Power Station Co Ltd
BPDB Power Generation Co Ltd 8 687 3612 5761 3944 6 291 11109
Electricity Generating Co of Bangladesh Ltd 2550
PowerGrid Company of Bangladesh Ltd 6 550 8814 7676 8021 8 382 8759
West Zone Power Distribution Co Ltd 1150 1050 1098 1147 1199 1253
Central Zone Power Distribution Co Ltd 2184 694 725 758 792 828
North Zone Power Distribution Co Ltd 594 932 974 1018 1063 1111
South Zone Power Distribution Co Ltd 7892 5967 6 201 3253 3301 3347
M Tk 29 607 21069 22435 18 141 21028 26 407
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4, ORGANIZATIONAL DESIGN

4.1 ORGANIZATIONAL DESIGN PRINCIPLES

Organizational structure is the configuration of the hierarchical levels and specialized units
and positions within an organization, and the formal rules governing these arrangements.
This section describes some of the principles of organizational design that are relevant to
HoldCo.

As shown in Exhibit 4.1, organizations should be structured around the work to be
performed. The purpose of an organization defines its value chain and work processes.
Organizational units can be designed around these processes as either ad hoc teams, or
as permanent structural units depending on the nature of the work (e.g. on-going vs.
temporary, single task vs. multiple tasks, etc.)

Exhibit 4.1: Work Processes Define Organizational S tructure

For HoldCo:
Purpose « Financial coordination
» Performance management

"~

ORGANIZATION

People organized into groups
to perform work

Work defined by the

( N conducted by
enterprise value chain people

» Perform ad hoc « Perform

work continuous and ad
* Single clearly- hoc work

defined purpose « May perform

» Temporary multiple tasks

¢ Permanent

By designing an organization in this manner, the resulting organization achieves the
following characteristics:

* Lean. An organization should not be top or bottom heavy. By designing an
organization around the work it does helps ensure optimal staffing levels since
staffing inherently reflects only what is necessary to conduct the work.

» Performance-focused. Delineating organizational groups according to the work to
be performed focuses the organization on performance. It facilitates the clear
allocation of authority, minimizes hand-off of work between units, and enables the
key performance indicators for various work processes to be readily mapped to
organizational units. This helps build a performance culture at all individual and
organizational levels.

» Adaptable. As the business environment changes, the work that is done changes.
By designing the organization around work performed facilitates adaptation of the
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organization to changes in the business environment. Technological
developments, shifts in customer needs and prevailing circumstances may over a
period of time trigger changes in the design of the organization, which helps
ensure effectiveness.

By designing the HoldCo organization in this manner, HoldCo can serve as a role model
for organizational effectiveness and become a leader in the sector. In will enable it to
focus on its core activities and deliver outstanding results for others to emulate.

4.2 ORGANIZATIONAL STRUCTURE
4.2.1 Overview of HoldCo’s Organizational Structure
Exhibit 4.2 maps the HoldCo value chain to high-level organizational units as follows:

* Financial Planning Department is responsible for the financial planning
function of HoldCo in its entirety. This includes activities for understanding the
system plan, determining available funding, and allocating capital. Given the
complexity of this task, the need to communicate with numerous stakeholders
(e.g. Government, SubCos, development partners, private financial institutions,
etc.) this will be a continuous activity and hence is structured as a fixed
department.

¢ HoldCo Performance Contract Team. On the other hand, negotiation with the
Government regarding the Government-HoldCo performance contract will occur
during only a single, intensive period each year, and will draw upon many
different parts of the organization for input. It is therefore structured as an ad
hoc team.

« Performance Management Department is responsible for negotiating the
HoldCo-SubCo performance contracts and then monitoring and reporting
performance against those contracts. By making a single department
responsible for both the negotiation of the performance contracts and the
subsequent monitoring and reporting will help ensure that SubCo targets are
SMART. Separating negotiating organizationally from monitoring would allow for
the possibility that the monitoring unit could blame the negotiating unit for failing
to establish targets that were measurable.

¢ HR Cell will take some of the outputs from the Performance Management
Department to develop targets and implement the EPMS for HoldCo staff.
However, since this is a relatively small supporting activity, it is relegated to a
cell rather than a full-fledged department.

« Programs and Projects Department  will provide remedial assistance to poorly
performing SubCos. It will have a critical job during the early years of HoldCo in
helping ensure the readiness of various BPDB operations to become HoldCo
subsidiaries.

In addition to these units corresponding to elements of HoldCo’s value chain, the CEO’s
office will also be supported by the following Cells or units:

- Legal and Company Secretary Cell
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- Human Resource and Training
- Corporate Communications
Further there shall be an Internal Audit cell reporting directly to the Board of Directors.

Exhibit 4.2: Defining Key HoldCo Units Around Its V  alue Chain

Financial
Planning
Dept.

—
”~ Y
" Negotiate Negotiate Establish ’ ’ f
Understand Detgrmlne Allocate GOB Subsidiary HoldCo ppetiior & estst W.'th
Available ) Report Remedial
System Plan Fundin Capital Performance Performance Personnel Performasiil ActionS
9 Contract Contracts Targets

Programs &
Projects
Dept.

Exhibit 4.3 provides a complete picture of the entire HoldCo structure building out from
this value chain analysis. This organizational structure has only been proposed down to
the level of Manager. As senior managers are recruited and the organization starts to
operate, it would be prudent for them to decide their down-the-line staff requirements
based on the actual load of work. Nonetheless, the addition of staff should be based on
the overall organization design principles described above.

The functions of each of these departments and cells are described in further detail in the
following sections. In addition, the complete organogram of each of these departments
and cells are also given.

Positions like that of Office Help, Peons, Drivers etc. should all be outsourced to a
Facilities Management company to keep overall costs down and the organization lean. It
will also help the HoldCo in focusing on the core and ensuring efficiency of such staffers
through a contract with such Facilities company.
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Exhibit 4.3: HoldCo Organizational Structure

Internal Audit Cell

Legal & Company Secretary l Human Resource & Training I
Cell

Corporate Communications

I
i
il
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4.2.2 Financial Planning Department

Exhibit 4.4 depicts the Financial Planning Department.

Exhibit 4.4: The Financial Planning Department

| o |
L e

The Finance Planning Department will have the following distinct functions, each led by a

General Manager:

* Funding

(0]

(0]

o

Identify the financing requirements including Capex, loans, repayments
etc. for the subsidiaries

Negotiate terms with subsidiaries for their financing requirements

Identify sources of funds and conduct negotiations with funding
agencies on terms

Allocate available funds (e.g. on the basis of ranking projects by return
on investment) to establish capex for each subsidiary

Treasury - Monitor net position and Deposit temporary surpluses

Banking & insurance including maintaining and managing banking
relations

Negotiate to obtain best terms with local / International banks
Negotiate terms for insurance and obtain necessary guarantees

Insure the subsidiary and where applicable HoldCo assets

* Accounting
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(0]

(0]

(0]

(0]

Group Accounts consolidation
Short and Medium term financial projections and cash flow budgets
HoldCo Finance and Accounts

Group Asset Management

» System Planning Review

(0]

(0]

Obtain and review the system plan

where appropriate, assist the system planner and/or SubCos with
development of the plan(s)

Analyze the system plan and query SubCos to ensure consistency and
understanding of dependencies

Provide project costs estimates and dependencies to General Manager
(Funding)

4.2.3 Performance Management Department

Exhibit 4.5 depicts the Performance Management Department.

Exhibit 4.5: The Performance Management Department

* |IT & Systems

(0]

(0]

IT strategy and plans across HoldCo and Subsidiaries
MIS
Develop, manage and maintain data and reporting systems

Analyze and evaluate system requirements across HoldCo and
Subsidiaries
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» Performance Monitoring
0 Set benchmarks

0 Prepare and negotiate HoldCo-SubCo performance contracts and
evaluation criteria including promoting adoption of best practices.

o Collect, collate and analyze data with regard to evaluating performance
against set targets

0 Monitor performance of HoldCo and Subsidiaries on Performance
Contracts drawn up

0 Ensure compliance across HoldCo and subsidiaries in meeting norms
related to environment, human resources etc.

o Audit performance contract related issues across subsidiaries
o0 Group budget and expenditure monitoring against targets
4.2.4 Program and Projects Department

The Program and Projects Department will have few regular employees. Special Project
teams will be formed either through deputation or secondment from either other
departments within HoldCo, from the subsidiaries, or from subcontractors and consultants.
These project teams will be staffed by specialists in different areas who will bring their
expertise for the duration of the project. The regular employees of the department are
likely to be power sector generalists with solid project management skills. Typically the
Project Team will get disbanded on completion of the project and employees will return to
their original employment.

Exhibit 4.6 depicts the Program and Projects Department.
Exhibit 4.6: The Program and Projects Department
|

President &
Chief Executive Officer

* Projects Monitoring

o0 Review, monitoring and implementation of multi lateral donors /
government funded projects at HoldCo and Subsidiary level

o0 Prepare project plan, terms of reference for new projects

4-7

Government of Bangladesh / ADB 1/8/08



4. Organizational Design. . .

(0]

Identify, initiate and lead new efficiency improvement or remedial
programs with subsidiaries

Develop and document key processes to ensure better coordination
between the Subsidiaries and the HoldCo, and establish a respository
of “best practice” knowledge for the sector.

4.2.5 President and CEO Office

The President and CEQ's office is supported by distinct cells / units. These units shall
directly report to the CEO'’s office independent of the other departments. These cells /
units will usually be headed by a Manager / Senior Manager and are classified as support
function and will generally have fewer staff down the line.

Exhibit 4.7 depicts the Office of the President and CEO.

Exhibit 4.7: The Office of the President and CEO

|
President &
Chief Executive Officer

| Legal and company secretary | Human Resource & Training

| Corporate Communications

Cell

* Legal and Company Secretary Cell

(0]

Ensuring the Group's compliance with legal and regulatory
requirements

Provide advice in relation to the Group's acquisitions, disposals and
other corporate and contractual transactions, whether financial or
otherwise

Providing legal support to the Subsidiaries

Maintaining Shareholder relations including register of shareholders
and monitoring changes in share ownership

Represent the HoldCo at the Registrar of Companies

Arrange Annual General Meetings, prepare agendas, Minutes of the
meeting and assist in the production of company annual reports

Developing and overseeing systems that ensure company’s compliance
with all legal and statutory requirements

Monitor changes in relevant legislation and regulatory environment and
take appropriate action
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* Human Resource & Training

o Design, develop and implement Human Resource Strategies consistent
with the business objectives of the HoldCo.

o Establish principles of HR management in SubCos

o0 Recruitment, human resource planning, training and development,
performance management, remuneration and staff benefits in HoldCo

o Ensure compliance with all regulatory, legislative and contractual
obligations as an employer in HoldCo and SubCos

o Develop training and development strategy

0 Training needs analysis to determine organizational and individual
training needs including preparation of annual training plans

0 Monitor, evaluate and modify training and development programs
» Corporate Communications

o0 Create, implement and oversee communication programs that
effectively describe and promote the organization and its objectives

0 Prepare presentations for effectively communicating company
programs and policies to employees and other stakeholders

o Liaison with and build relations with media and other bodies to manage
the corporate image including preparation of publicity and press
materials

0 Manage internal and external corporate events and ensure the event
meets its intended objective

o Provide corporate communications support to subsidiaries as and when
required

4.2.6 Board of Directors Office
* Internal Audit
0 Advise on, formulate internal audit policy and monitor the achievements
of the organizational objectives including identification, assessment and
management of risks to those objectives
0 Ascertain the integrity and reliability of financial and other information
provided to management and stakeholders, including those used in

decision making for the HoldCo and the subsidiaries

0 Review Internal Audit report of the Subsidiaries and present relevant
findings to the Board and management of HoldCo.
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0 Lead and manage a team of auditors to conduct regular audit and
checks across the company

0 Add value by acting as a facilitator in business risk management and
carrying our value for money reviews, thereby assisting the
management and the Board of the HoldCo in the effective discharge of
their responsibilities.

4.3 AN ALTERNATIVE HOLDCO STRUCTURE

BPDB personnel also put forward an alternative HoldCo structure for consideration. This
alternative is shown in Exhibit 4.8. The principal differences between the proposed
structure presented in the preceding section and this alternative are as follows:

* In the alternative, performance monitoring is split into two departments, one for
generation and transmission, the other distribution. There are three concerns
with this approach:

o Consistency of metrics and measurement . The corporate
performance management system requires consistent definition of
performance metrics, and implementation of systems that can ensure
timely and accurate compilation of this data across all subsidiaries.
Splitting this function between two departments could result in
unbalanced monitoring, with some subsidiaries receiving targets that
are more difficult to meet or measure than other subsidiaries. A single
department for performance monitoring is required to ensure uniform
development of metrics and application of measurement systems.

o Consistency of rewards . The performance monitoring function of
HoldCo will agree the performance contracts with the SubCos. Splitting
this function between departments will complicate the development of a
reward system that can objectively allocate rewards according to the
contribution of subsidiaries towards achieving HoldCo targets agreed
with the Government. If the function is split between departments, each
department will seek a greater share of the reward “pool” for the
subsidiaries it monitors. A single performance monitoring department is
required to ensure that rewards are allocated uniformly and consistently
across subsidiaries based on their individual contributions towards
overall HoldCo targets agreed with Government.

0 Risk of subsidiary “capture”.  This is the most serious concern. By
creating separate departments along the value chain, these
departments are likely to start controlling the entities they monitor. The
HoldCo organization begins to look much like the existing BPDB, which
is incompatible with the objective of promoting autonomy with
accountability among operating subsidiaries. HoldCo is to impose
accountability on SubCos, not control them, and the risk of control
increases by structuring HoldCo to mirror the operations of unbundled
SubCos rather than providing an overarching performance monitoring
function. HoldCo senior management may well serve on the Boards of
Directors of the SubCos, and Managing Directors of the SubCos would
consequently report to them as a matter of corporate governance.
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However, HoldCo senior management will not line manage personnel in
the SubCos.

* Within each of these new departments, divisions are established for O&M and
Commercial. But the HoldCo is not involved in operations. There is no need for
O&M or Commercial divisions as these only replicate the structure of the
operating companies. Rather, it is more appropriate to arrange these divisions
according to their performance monitoring functions such as
accounting/finance, technical, and other compliance (e.g. environmental).
Accounting/finance monitoring and other compliance monitoring is likely to be
largely the same across subsidiaries. An accountant can review the financial
reporting of a distribution company as well as a generation company, and an
environmental engineer needs to be familiar with overall environmental
regulations than any particular value chain segment of the electricity industry.
Performance monitoring of technical parameters will take place at a relatively
high level. It is not necessary to have experts in generation or distribution, but
rather generalists who can set up effective reporting systems within the
subsidiaries.

* In the alternative, the system planning review is moved out of the Financial
Planning Department, and clubbed with programs & projects in a new Planning
and Design Department, which replaces the Program and Projects
Department. This modification would be a concern because there would no
longer be a single department responsible for preparation of the financial plan.
The financial plan is based on the integration of system planning
considerations (the optimal expansion plan) with funding constraints (which
determines feasibility). This split would dilute accountability for sound financial
planning and coordination across the Group.

* Inthe alternative, IT & Systems is moved out from the Performance
Management Department and into the Planning & Design Department. The
most important function of the IT & Systems division is provision of
infrastructure to facilitate performance monitoring. Keeping it within the
Performance Management Department ensures a user focus. There is no
obvious reason for moving it to the Planning & Design Department other than it
does not fit better anywhere else.

Overall, the alternative structure defeats the purpose of HoldCo, since HoldCo is intended
to promote autonomy with accountability, not command and control the subsidiaries. It is
supposed to drive performance of the operating companies, not be the operator. It
provides optimal financial coordination, not system planning. In short, it is a model for
better governance and commercial orientation of the sector, rather than a continuation of
the status quo.

4-11

Government of Bangladesh / ADB 1/8/08



Exhibit 4.8: Alternative HoldCo Organizational Stru

I Human Resource & Training I
I Corporate Communications I

Company Secretary
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Internal Audit Cell
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Performance Monitoring
Distribution

|
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anning & Design
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4.4 GRADING STRUCTURE

A lean grading structure has been formulated to keep the organization hierarchy flat as
much as possible while at the same time allowing staff enough growth within a reasonable
time to keep them motivated to achieve the organizational goals.

In the prevailing system, most corporations in the power sector follow a twenty grade
hierarchy which at times can become a hindrance to career growth. The proposed
grading system reflects a reduction in the number of layers in the management hierarchy
and also widens the span of command of senior roles. This will provide the staff with
enough responsibility and authority to perform their roles better.

In line with the above, a fourteen grade structure for Line and Support staff has been
formulated. The grades are laid down in the HoldCo Human Resource Manual presented
as Supplemental Appendix C.

4.4.1 Grade Entry Points and Qualification Requirem  ents

Entry point qualifications have been created as a reference and guideline for HoldCo to
undertake fresh recruitment from the market. These indicative qualifications across each
grade serve as means to define qualifications for new hires in the HoldCo organization.
HoldCo requires highly trained employees and will likely need to seek qualified resources
from the market to help build its human capital, since at least some of the functions of
HoldCo are not currently performed by BPDB.

There could be situations where the required qualification may not be readily available in
the market, or entry grade criteria are not met in cases of transfer of otherwise qualified
staff from BPDB. In such situations the practical experience of the candidate must be
taken into account in addition to his/her basic qualification. HoldCo management must
exercise their wisdom whether to lower the qualification requirement in order to hire a
particular individual who brings the relevant experience in the required field. The aim at all
times must be on organizational capacity building.

The entry point qualification across each grade is mentioned in the HoldCo Human
Resource Manual presented in Supplemental Appendix C.

4.4.2 Job Descriptions
Job descriptions for key positions are attached provided in Appendix G.
4.5 SALARY STRUCTURE

The proposed compensation and benefits for HoldCo are based on analysis of salary and
benefit data from the following organizations:

* Bangladesh Power Development Board

* Power Grid Company of Bangladesh Ltd

» Dhaka Electric Supply Company Ltd

» Electricity Generation Company of Bangladesh Ltd
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» West Zone Power Distribution Company Ltd
» Ashuganj Power Station Company Ltd

These HoldCo salary recommendations are therefore based on comparative remuneration
data in the sector for similar sized organizations, and for positions with similar levels of
accountability and responsibility within Bangladesh.

There is an underlying assumption that improvements in remuneration will contribute in a
significant manner in improving overall levels of performance within the organization.
Individuals should be compensated for real levels of improved performance within a
normal (forty-hour) week. Longer hours of work do not equate with increased efficiency. If
longer hours are required it should be because workload has increased short term. If
workload increases long term, more staff is required.

Proper performance related rewards must not be diluted to make them appear more
"equitable” to employees, attempt must be to reward good performance and set measures
for improvement in situations of non-performance.

45.1 Principle of devising salary structure

The HoldCo salary structure should be set at a market competitive level to attract key
skills and to reward the increased levels of performance that will be required. In order to
develop a total rewards framework it is necessary to consider the following:

» Organizational values - what is the key focus and culture of BPC

* Individual needs and aspirations - ensuring the successful recruitment, reward and
retention of staff in order to meet organizational goals

* Internal Relativities - ensuring similar positions within the organization are
rewarded in similar ways

» External Relativities — ensuring that similar positions with other organizations in the
market are rewarded in similar ways.

ORGANIZATIONAL VALUES
The key reasons for the creating the HoldCo are to:

* Provide strategic guidance and coordination across the sector, particularly
through the allocation of funding

» Drive performance of the subsidiaries through its authority as shareholder
of the subsidiaries, so as to meet objectives of the HoldCo shareholder, i.e.
the Government.

The performance orientation in particular manifests itself through a culture of
accountability, transparency and commercial thinking. These are values which are central
to the creation of HoldCo and in ensuring effective change. It is important that these
values are propagated not only within HoldCo but down the line to the subsidiaries. The
compensation system must also build on these values.
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INDIVIDUAL NEEDS AND ASPIRATIONS

HoldCo will face an immediate challenge in attracting personnel with the appropriate skills
and capabilities. Its attractiveness as an employer will depend on the opportunities it as
an organization can offer to potential applicants. As a performance-oriented organization it
will need to attract the highest performers, to operate in possibly the most sophisticated
commercial environment in the Bangladesh power sector. Remuneration and rewards will
be key, together with job satisfaction and opportunity for development as individuals.

INTERNAL RELATIVITIES

An initial assessment of recommended positions has been carried out on the basis of:
* Level of knowledge required to do the job
*  Amount of problem-solving required to do the job
» Level of accountability of the job holder

Most of the employees will have to bring a significant amount of not only years of
experience but preferably cross-sectoral experience in their respective functional fields.
For example it is assumed that some of the Vice Presidents of the HoldCo will hold Board
of Director positions in the Subsidiaries which would mean that the Managing Directors of
these Subsidiaries will report to them in the course of corporate governance. It is
therefore important that they bring in experience by virtue of which they can contribute
effectively to the operation of the Boards they sit on, hence a distinction in salary needs to
be made because of additional job complexity.

EXTERNAL RELATIVITIES

Supplemental Appendix E presents approximate salary data collected from both private
and public sector organizations within Bangladesh. Comparisons have been made to
match positions as accurately as possible however this data is indicative only. Jobs have
been matched on the basis of job scope, not necessarily job title.

The comparisons shown are on the basis that these are corporate structured institutions in
the sector and have similar complexities in attracting and recruiting the right level of staff.
However it is important to note that none of them face the complexity of operations of the
new HoldCo, which must have a very strong strategic, managerial and commercial focus
for the sector.

4.5.2 Proposed Salary by Level / Grade

HoldCo must provide market competitive salaries and benefits if it is to attract the correct
caliber of staff, and it being one of the most complex entities in Bangladesh, must pay at a
rate which is better if not the best in the market. HoldCo will be a sophisticated
organization, and significantly more so than any other entity in the power sector and the
pay structure should be reflective this.

The proposed salary structure along with principle assumptions are described in
Supplemental Appendix F.
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4.6 STAFFING PLAN

The staffing plan puts forward the expected number of employees required to fill out the
organizational structure, consistent with the functions of the organization. As mentioned
previously, drivers, peons, and other low-level workers can be contracted from an agency,
and hence are not included in this analysis.

The HoldCo will not be a large organization by nature of its operations. It is there mainly
to provide strategic and financial guidance to its subsidiaries and to monitor their
performance, taking remedial action where appropriate. Most of its employees will be in
the senior management category. It is anticipated that HoldCo will have between 50 to
100 professional staff.

The exact number of HoldCo staff must be determined by the Board of Directors in
consultation with the President & CEO and where required the Vice Presidents of the
HoldCo. It is therefore important that these senior positions are first filled in the HoldCo
subsequent to which the future staffing needs of the organization in terms of people can
be determined. The management cadre may determine that additional analysts or other
professional staff are required. However, the principles of organization design must be
maintained when assessing future manpower requirements, i.e. the organization must be
lean and performance-focused. HoldCo must avoid evolving into a large, complex
organization as this would defeat the purpose of its formation.
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5. PERSONNEL TRANSFER AND RECRUITMENT

5.1 PRINCIPLES FOR STAFFING HOLDCO

Automatic transfer of employees from BPDB to HoldCo is not envisioned for the following
reasons:

¢ HoldCo will be a lean, commercially-oriented and performance-driven
organization. It will require a significant shift in culture and way of working to
achieve its objectives compared to BPDB.

« BPDB does not currently perform the functions envisioned for HoldCo. HoldCo
will be functionally different from any existing organization within the
Bangladesh power sector. BPDB does not conduct integrated financial planning
to optimize capital allocation, nor does it manage performance of its subsidiaries
in the structured manner envisioned for HoldCo. BPDB maintains an
engineering orientation, whereas HoldCo will aim for a business orientation.

» BPDB is a mammoth organization with around 1,588 employees at its Head
office. Out of these, 458 employees are in Class | and Class Il categories,
whereas the HoldCo will have relatively small size (approximately 50 — 100
professional employees with low level support staff provided by contractors or
agencies) in terms of number of employees. To select such small number of
staff solely from the existing BPDB would be tedious and likely contentious, and
could be subject to bias and undue influence.

Rather, it is proposed that HoldCo staff be hired afresh from the market. BPDB employees
(or employees from the other power sector companies) are of course encouraged to
apply. But selection should be based on the overall fit of a candidate with not only the
specific requirements of the position, but also HoldCo’s strategic direction, as articulated
in its mandate, values, strategic planning and human resource planning.

The selection of staff should be based on the principle of Merit and Fairness . Merit will
determine the applicants’ competence and ability to do the job and refers to the closest
possible match between the needs of the organization and the knowledge, skills, abilities,
experience and personal attributes of a candidate. Fairness refers to a staffing process
that is unbiased, impartial, just and honest and that treats all candidates consistently.

In assessing the skills and abilities necessary for HoldCo to meet its organizational
objectives, the competencies listed below will help drive improved business performance.
These personal qualities are required in the workplace to deal effectively with self,
colleagues, and stakeholders. These competencies are in addition to the technical
competencies noted in the job descriptions that are required to carry out specific work
tasks, e.g. finance, accounting, planning, project management, etc.

These core competencies can be used for assessment, recruitment, performance, and
managerial development purposes. The competencies will initially be applied at senior
level management staff in HoldCo, but should be progressively cascaded down through
the entire organization.
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« Performance Focus . Committed to exceeding targets and improving
performance and does this by being creative and innovative. Links business
plan goals and key result areas to fulfill stakeholder goals.

« Commercial Orientation . Develops and implements innovative and robust
business strategies which explore opportunities and display a thorough
appreciation of the market and industry conditions, risks and anticipated
stakeholder needs.

« Managing Change. Displays a positive attitude to change and persists in the
face of ongoing obstacles and challenges by maintaining morale and
enthusiasm.

« Teamwork. Leads, contributes to, and co-operates willingly with the team and
promotes team spirit. Communicates needs clearly and effectively by clarifying
responsibilities, goals and outcomes to be achieved.

* Leadership & Vision . Actively promotes HoldCo’s principles and the
organization's strategies and goals internally and externally. Represents
policies and decisions of HoldCo positively, and inspires others to adopt the
principles and goals of the organization. Promotes and adopts the creation and
implementation of innovative approaches, new ideas and methods. Able to
consider requests to change plans and goals with an open mind, and to
evaluate others’ views logically.

5.2 TRANSFER AND RECRUITMENT PROCESSES

All positions including the President and CEO and down the line should be done through a
competitive recruitment process. As mentioned above, no internal automatic transfer
process from BPDB to HoldCo is envisioned. External help of an executive search
company may be employed to identify potential candidates for different vacant positions
as it will speed up the process and reduce the administrative burden. All recruitment must
be done using the principles of Merit and Fairness and must incorporate the competencies
framework as part of the evaluation criteria. As mentioned earlier, BPDB employees will
be given due consideration during the selection process but they will have to apply for
positions which are created within the HoldCo.

The recruitment process is designed to:

» Facilitate the appointment of suitable employees in the most efficient,
transparent and effective manner

» Provide a systematic induction of qualified people and eliminate ad hoc
recruitment

» Ensure that the most qualified, competent, and experienced people are hired
for the job

The recruitment process has been detailed in the Human Resources Manual presented in
Supplemental Appendix C. The process follows these steps:

* Vacancy Announcement
* Preliminary Screening
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* Functional Screening
* Shortlist Announcements
* Interview and Selection
* Appointment letter
* Probation period
5.3 PERSONNEL TRANSFER & RECRUITMENT IMPLEMENTATION PLAN

A four-step, cascading process for recruitment should be undertaken to appoint key
personnel in HoldCo as shown in Exhibit 5.1.

Exhibit 5.1: The Cascading Recruitment Process

Hlﬂﬂm‘ President & CEDQ Vice President Other positions

| Step 2
=tep 3
Step 4

—

To help speed up the process as well as help reduce the administrative burden generally
associated with senior level recruitment, an external executive search company may be
engaged, especially to identify and assist in hiring of senior level staff in the HoldCo.

The appointment of a Board of Directors as representatives of the shareholders of HoldCo
is the first step in the organizational staffing. The Board will require the commercial skills
and experience needed to oversee the strategic direction and monitor the performance of
the Subsidiaries and the HoldCo. The process for appointment of Board members is
described in the Articles of Association given in Appendix C. The initial Board should be
designated within a month of Government’s efforts to form the company.

Once the Board of Directors has been appointed the next step would be to conduct search
for the President and CEO. The Board will constitute a selection committee that will be
responsible for conducting interviews and making recommendations on suitable
candidates. The Board will meet to consider the recommendations of the committee and
make the appropriate choice and determine the terms and conditions of service for the
incumbent and make an offer of appointment. The appointing authority shall be the Board
of Directors. This process should be complete within 3 to 4 months of the Board taking up
its duties.

The next step would be to appoint the Vice Presidents in the HoldCo. The Board of
Directors will constitute another selection panel to select the Vice Presidents in the
HoldCo. The President and CEO shall be a part of this selection committee and will make
recommendations to the Board. The Board will then make appropriate choice and offer
appointment to selected candidates as per rules. The appointing authority shall be the
Board of Directors. This process could begin in parallel with the search for the President
and CEO, but will not be finalized until the new President and CEO has had the
opportunity to review and provide inputs on the candidates for Vice President. Therefore, it
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is expected this process will be complete within 4 to 6 months of the Board taking up its
duties.

Once the President and CEO and the Vice Presidents have been inducted into the HoldCo
they will go ahead with the recruitment of other members of the organization down the
line. Such recruitment shall be based on the proposed organogram and will be guided by
both the principles of organization design and the principle of staffing. Authority to recruit
and appoint may be given to down the line staff through the written permission of the
President and CEO for all positions below the rank of General Manager. For all positions
up to the level of General Manager the President and CEO shall be the appointing
authority. The Vice President will be the appointing authority for all positions below the
level of a General Manager. This process can only begin once the President and CEO as
well as the Vice Presidents have been appointed. It is expected this will be complete 7 to
12 months after the Board first takes up its duties.

54 SOCIAL IMPACTS

The creation of HoldCo is motivated by the goals of improving financial coordination within
the Bangladesh power sector, and driving the performance of operating entities through
greater accountability. As described in Chapter 2, HoldCo will be established as a non-
operating holding company that owns the current and future operating companies created
from BPDB. As discussed further in Section 10.1, the vast majority of BPDB personnel will
be transferred to the new operating companies. Those remaining in the BPDB Head Office
will remain with the residual BPDB, which at some point may be corporatized as a new
Single Buyer Company. As part of that process, these employees may be offered a
voluntary retirement scheme (VRS), but as also discussed in Section 10.1, given the
limited number of employees that will be affected relative to total BPDB employees, these
all employees could likely be absorbed in the successor entities. However, none of these
employees will be directly affected by the creation of HoldCo.

Unlike many corporatization efforts in which existing organizations are made public
companies thereby leading to direct impact on the workforce including retrenchment, the
current effort of BPDB corporatization is to create a new company as a holding company
and bring different power sector entities under the umbrella of this holding company as
these entities become ready for changes. BPDB retains its single buyer role.

This effort effectively minimizes the direct social impact. None of the existing employees
in the near term in BPDB will be affected. There will be no direct loss of employment or
repositioning because of this effort. Further, it will provide the current employees with an
opportunity to seek new jobs with the HoldCo through a competitive hiring process.

Establishment of HoldCo will have a positive impact. It will entail creation of higher-quality
jobs. It will also help provide broader social benefits as these changes will contribute to
meeting the Government’s aim of bringing efficiency in the sector and promoting social
and economic growth in the country by making power available to all.
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6. HUMAN RESOURCE MANAGEMENT

6.1 CONDITIONS OF SERVICE

The conditions of service lay down the general terms on which employees will be
appointed to employment in HoldCo. The newly corporatized bodies of the power sector
have adopted a system of hiring regular staff on contract. Generally these contracts vary
in tenure from one year to three years. In some cases a newly corporatized company took
employees on lien from the BPDB and retained on lien for a few years before an option
was given to them to either remain with BPDB or transition to regular employment with the
corporatized body. This was done to promote continued satisfactory performance among
the employees.

It is proposed that this system of hiring on contract be done away with in HoldCo except
when the employment is genuinely of a fixed duration, or except when it is for lower level
support staff contracted through an agency. All other employees should be hired on a full
time basis if the nature of employment is regular and permanent. Performance is not
driven by the threat of losing one’s job. Rather, the organization must build up a
comprehensive performance management system which should drive performance with
positive incentives, and this should be linked to an employment agreement which allows
the organization to take action against continued non-performance. Regular employment
provides security to the employees enabling them to take long-term view about their
individual careers and helps the organization in building competencies over a sustained
period of time.

Supplemental Appendix C, the Human Resources Manual, describes the conditions of
service that govern the employment of all HoldCo personnel.

6.1.1 Categories of Staff
There will be the following categories of staff within the HoldCo.

* Regular Employees. Employees whose nature of job is regular and permanent,
and the employee shall remain in employment until either superannuation from the
services on attainment of superannuation age or on termination / resignation from
services of the HoldCo before the attainment of superannuation.

» Contract Employees. “Contract Employee” means any person with requisite
gualifications, experience and particular skills necessary to carry out
responsibilities of the job for a fixed tenure or term as contained within certain
terms and conditions laid down in his/her contract with the HoldCo. The
employment in such cases will terminate on expiry of the contract duration unless
specifically extended.

6.1.2 General Terms and Conditions of Service
All regular employees must be appointed through an appointment order which must be
signed by the appropriate Appointing Authority. The appointment order must contain the
following information. A sample appointment order is enclosed in Supplemental Appendix
G:
» Date of start of services
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» Details about Designation and Grade

* Full salary details with reference to all components of salary and deductions
thereof

* General guidelines on code of conduct
*  Probation period

» Appraisal and confirmation cycle

* Bonus and Increment

* Place of posting and work timings

» Confidentiality

The appointment order requires the candidate to accept and abide by the HoldCo Human
Resources Manual presented in Supplemental Appendix C.

6.2 THE HR MANAGEMENT CYCLE

The HR management cycle as shown in Exhibit 6.1 represents the entire range of HR
management activities. The chapters indicated in the exhibit refer to the corresponding
section of the HoldCo Human Resource Manual presented in Supplemental Appendix C.
The Manual addresses all elements of the HR management cycle.

Exhibit 6.1: The HR Management Cycle

Promote/ Plan
Separate/
Retire

Hire

Reward/
Incentive Set

° Expectations

Chapter

Evaluate

Performance - Perform

Chapter 14
P Chapter 8 TaSk

Train/ Provide
Develop Feedback

The Human Resource Cycle starts with planning of HR needs, and proceeds to hiring
(recruitment or transfer) and the various elements of the EPMS. In addition, there are
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elements that govern the actual performance of tasks, as well as training and
development.

This manual is ready to use and can be implemented in the new company right from the
time it is formed or comes into existence. It details various processes under the Human
Resource Management Cycle in depth and lists various levels of Authority and
Accountability in the new company.
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7. TRAINING NEEDS ASSESSMENT

This review of the training and development needs of the HoldCo is based upon the
following review, data, analysis, and research:

» Areview of the proposed organizational structure of the HoldCo

* The HoldCo staffing plan

* HoldCo roles and functions

* Review of the various training institutions under BPDB

7.1 THE CURRENT SITUATION

BPDB's current training and development program contains a number of separate
initiatives. There are six (6) training institutes under the Training Directorate of BPDB
which conduct various training programs for the power sector. These programs are
mostly of short duration. The Training Directorate under the BPDB is responsible for
design and delivery of various short and medium term courses in these institutes.

The programs conducted by the Training Directorate are heavily weighed in favor of
technical programs though some management programs are conducted too, the latest
being programs on total quality management (TQM) conducted by the Regional Training
Center, Tongi.

Feedback on training programs and their applicability and response of the participants is
mostly missing. Based on discussions and investigations conducted during the project it
appears there is shortage of Trainers at these institutes.

7.1.1 Computer Training Center, Directorate of Trai  ning & Career Development,
Dhaka

The Directorate of Training & Career Development office was created in the year of 1968
within the then East Pakistan Water and Power Development Authority (EP WAPDA).

With the increasing demand for computer literacy, initiative was taken to start computer
training for the BPDB's personnel from this Directorate office. With this end in view a
computer-training program was undertaken at the end of the year 1999 with a basic level
course at the Directorate office. Initially training course on basic computer was conducted
with only three or four PC computers. In 2006-2007, 230 personnel were trained on
various courses of basic computer literacy at this training directorate. Courses available
under the institute include training on Microsoft Word, Excel, Power Point, MS Project and
Auto CAD

7.1.2 Engineering Academy, Kaptai

Engineering Academy Kaptai was established in 1964 by EP WAPDA. The main objective
of the Academy is to conduct training for creating skilled manpower in the Water
Development Board (WDB) and the Power Development Board (PDB). A committee
formed with the officers from BPDB and WDB, runs the Management of the Academy,
though administration of the Academy is controlled by BPDB. The institute runs courses
on foundation or post-joining training for newly recruited officers, re-orientation course for
officers having service experience of few years, and higher courses for officers having
service experience of eight to ten years and seminars for senior officers.
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7.1.3 Regional Training Center, BPDB, Tongi, Gazipu r

The Regional Training Center (RTC), Tongi is one of the most important training
installations under BPDB. The institute is within short periphery of the 80 MW Tongi Gas
Turbine Power Plant, the Tongi 230/132/33KV Grid Sub-station and ZRS (Zonal Repairing
Shop). RTC, Tongi has been playing a distinctive role in imparting technical as well as
management, environment, occupational health related training to all sections of officers &
staff of BPDB. RTC, Tongi has the best available opportunity to demonstrate the practical
repairing & testing works of power & distribution transformers, calibration & testing of
energy meters. TQM is the latest edition to the yearly training program of this training
centre.

7.1.4 Regional Training Centre, Chittagong BPDB, Ch ittagong

Regional Training Centre, Chittagong was established in 1976. The first official activities of
this Training Centre were started at Rahmatgong Sub-Station building premises in
Chittagong. The main objective of this Training Centre is to conduct different training
courses for both technical & and non technical officers/staffs of Chittagong, Comilla,
Mymensingh and Sylhet region. To cope up with current needs, new courses like Total
Quality Management, Training of Trainers. Fire Fighting Courses are conducted these
days.

7.1.5 Ghorasal Training Centre, BPDB, Palash, Narsi ngdi

Ghorasal Training Centre is intended for training on power station operation and
maintenance (O&M). It is located within the compound of the 950 MW Ghorasal Power
Station (GPS). The Training Centre started in 1977 with an objective of training officers &
staff of Ghorasal Power Station power station in O&M. Since then technical personnel at
GPS as well as other power stations are being trained at this training centre.

7.1.6 Regional Training Centre BPDB, Rajshahi

Regional Training Centre, BPDB, Rajshahi was established in 1975 to train linemen
serving under BPDB. It is located at two residential building of 33/11 KV Horogram
(Mollapara) Sub-Station in Rajshahi. It has also been training helpers, security guards,
linemen, foremen, and other support staff on technical & non-technical matters.

7.2 KEY ISSUES WITH THE CURRENT TRAINING REGIME
Current training programs administered by BPDB are characterized by the following:

» High Technical Orientation - The current programs at the various training institutes
under PDB has very high technical orientation. As such development of
management skills is limited at best.

* Quality of Course Content — There is no existing mechanism to check either the
guality of the course content or the quality of delivery of the course.

» Training a Reward or Privilege - Training within BPDB has been viewed as a
reward or privilege granted indiscriminately to assert power or position. Staff are
frequently sent on training programs where their experience and role have no
relevance to the area of training provided.
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» Knowledge Capture - When training has been granted there has been no
coordinated strategy to capture that learning by the BPDB. Therefore unless each
individual has used his/her own initiative to disseminate the knowledge gained, the
knowledge gets lost with the participant finishing his/her course. There is no
organized repository of know-how available to all staff for reference.

» Post-Training Application - When new skills are gained there is no clear strategy to
ensure training skills are practiced and improved upon. In many cases staffs do not
have the opportunity to put training into effect at the local offices either because of
lack of proper facilities or lack of initiative.

* Project Management Skills - Project Management skills and capabilities are
limited. Individuals appear to be expected to gain skills and competencies as they
carry out the job, rather than be given training in advance.

7.3 TRAINING RECOMMENDATIONS FOR HOLDCO

HoldCo functions focus on financial planning and coordination, and performance
monitoring of the subsidiaries. It is therefore important that regular training and
development is provided to the core staff to be able to perform their tasks responsibly and
with effectively. The following programs are recommended

» Strategic Management fundamentals - including people management

* Financial Management

» Commercial Accounting

e IT Training including refinement of core computer skills

* Project Management

In addition to the above, twinning/internship arrangements should be made with similar
organizations. A twinning arrangement would cover wider management aspects including
health and safety, environmental, and human resource development and training, as well
as financial planning. The company will "twin" with local key management, technical, and
accounting staff in order to expose HoldCo staff to the relevant business practices, for
utilities in a practical on the job training context. It could involve short term secondments
between the organizations.

A specific training needs assessment can only be conducted once employees are in place
and their job descriptions have been finalized. This will be the responsibility of the
proposed Human Resource Cell. More broadly, it will cover all human resource
management matters for HoldCo, including training and development and will cover
technical, managerial, and competence based development as follows:

* Responsible for the design and implementation of a training and development
strategy as part of the overall HR strategy and shall ensure that focuses on
individual growth and organizational excellence.

» Develop a comprehensive Training and Development Plan that must be designed
for every staff member within HoldCo, which will also form the basis for the review
at the time of appraisal. It must also be linked to succession planning for the
organization.

» Arrange twinning and internship to provide impetus to the training regime and
provide experience/exposure to working operations.
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8. FINANCIAL MANAGEMENT

8.1 OPENING BALANCE SHEET

Following receipt of the FRRP and subsequent Government decisions, HoldCo is to be
incorporated in FY 2008 and is to acquire by 30 June 2009 the shares held by
Government or its nominees in the following Government owned power utility companies:

* Ashuganj Power Station Co Ltd

* BPDB Power Generation Co Ltd (surrogate for all other BPDB power
plants)

» Electricity Generation Co of Bangladesh Ltd
* Power Grid Company of Bangladesh Ltd

* West Zone Power Distribution Co Ltd

» Central Zone Power Distribution Co Ltd

* North West Zone Power Distribution Co Ltd
» South Zone Power Distribution Co Ltd

The latter three companies are in the course of being established as going concerns.

DESCO has taken over part of DESA’s business in the Greater Dhaka region and a new
company, Dhaka Power Distribution Co Ltd, has been formed to take over the remainder.
It is not Government's intention that these companies should become subsidiaries of
HoldCo at the same time as BPDB’s subsidiaries, though HoldCo could acquire the
controlling interest in them at some future time.

On the basis of the value of fixed assets used in the FRRP (a mixture of historic cost and
cost restated prior to 2005) the net asset value of the above companies at 1 July 2009 is
projected to be Tk 914,400 million. (Since the FRRP figures were prepared BPDB has
adopted the IVVR values for fixed assets as at 30 June 2000. During this technical
assistance fixed asset movements were updated to 30 June 2005 and values were
restated to the same date.”” These adjustments were not been taken into account in the
FRRP projections, but have been incorporated here.)

For the purposes of HoldCo's financial projections the shares in the above companies
other than PGCB have been valued at the projected net asset value at 1 July 2009. After
excluding the minority shareholders’ share of equity in PGCB* and valuing the remaining
shares at market the total value of shares to be acquired is Tk 90,600 million.

HoldCo may purchase sundry items required for its offices from BPDB, or it may purchase
new items. Either way, the amount to be spent is minor compared to the investment
assets.

22 gee Discussion Paper Valuation of Fixed Assets & Investments in Appendix H.

The total value of net fixed assets in service at 1 July 2005 was put at Tk 136,000 million. The restated
IVVR value of the BPDB Group'’s fixed assets in service at the same date was Tk 193,465 million.

B 25 per cent. Since there is no basis for predicting the market value of PGCB shares in 2009 the existing

premium is assumed to remain.
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8.1.1 Working Capital

HoldCo’s working capital requirements are limited to the items mentioned above:
purchase of initial assets and operating costs from commencement of business until
dividends flow from SubCos.

The amount required will be minimized by recharging net operating costs to subsidiaries in
proportion, say, to the value of investment in each. This should also ensure that the costs,
although relatively small, are recovered in selling prices.

In the projections, it is assumed that Tk 15 million is subscribed by Government to cover
capital expenditure and the first year’'s operating expenses making the initial paid in capital
of HoldCo Tk 90,615 million.

8.1.2 Loan Capital

The consideration for the subsidiary companies’ shares ultimately to be acquired by
HoldCo should be satisfied by the issue of ordinary shares. The shares may be issued
fully or partly paid. If the shares issued were deemed to be partly paid, future capital
inputs agreed by Government and documented in the Performance Contract would be
simply accomplished by paying up the shares in response to a call made by the Board.

It could be argued that the capital structure of HoldCo should be similar to that
recommended for operating companies, viz, 60 per cent long term debt capital and 40 per
cent equity. However, this raises issues of (a) interest rate and repayment term and (b)
cash flow out of which to meet interest and principal repayments. While the FRRP
projections indicate overall profitability of the sector and the possible extent of dividend
payments experience suggests that delays in raising tariffs and securing other increases
in sector cash flows may once again make debt servicing difficult or impossible.

There is no point in setting HoldCo up to fail as a result of recommending a high debt:
equity ratio and there is no benefit to Government in receiving debt (bonds) instead of
shares. The risk is that HoldCo will be forced to suspend debt service payments for lack of
cash from subsidiaries, one of which has to find cash for dividends to minority
shareholders.

SubCos should prepare capital investment plans and estimates of capital requirements,
indicating clearly what portion they cannot finance internally or from capital markets and
therefore need HoldCo’s assistance. HoldCo’s financial planning will take into account
proposed capital contributions to be received through Government and may indicate the
desirability of raising new debt or equity capital from the markets itself. It will do this only
when it is assured of its, i.e., the Group’s, ability to service it.

8.1.3 Opening Balance Sheet

Based on the above considerations, the opening balance sheet as of 1 July 2009 shown in
Exhibit 8.1.

8.2 FINANCIAL PROJECTIONS

The FRRP covers the sector excluding REB. The plan is supported by recommendations
that include tariff reforms as well as balance sheet unbundling and restructuring and
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financial projections for 2006-2015 that are set out fully in Chapter 6.2 of the FRRP report.
Major assumptions on which HoldCo's dividend stream depend include:

* Financial reconstruction recommendations are implemented

* Macro economic parameters (inflation and exchange rates and fuel
prices) as stated in Table 6-1 of the FRRP

« Expansion of generation in line with the Power System Master Plan** as
summarized in Table 6-4 and the energy balance in Table 6-2

» Sector CapEx and financing as set out in various tables
» 0O&M costs of each part of the sector also as set out in various tables

* Retall tariffs raised to give full cost recovery (or Government will make
revenue up to full cost recovery if necessary) including a return of 10 per
cent of net fixed assets in service.

The principal income of HoldCo is dividends from its subsidiaries. The FRRP includes
financial projections and details of proposed dividend payments by the proposed
subsidiaries of HoldCo.

Following Government guidance, the initial phase of restructuring leads to a holding
company with a group of eight subsidiaries as set out in Section 8.1, Opening Balance
Sheet. The Group initially excludes the two companies serving Greater Dhaka and the
Single Buyer (the residual BPDB). The financial projections presented below take this into
account.

In making financial projections for HoldCo the following other main assumptions are made:

* The opening balance sheet consists of shares in operating companies
acquired from Government plus a small amount for fixed assets and
working capital, all acquired in return for fully paid shares issued to
Government®

* Net operating costs are recovered from subsidiaries

* Income tax is payable at 15% of net income before tax.
8.2.1 Dividend Policy

Dividends are paid by operating companies under the FRRP only if the following
conditions are met by each company: it makes a profit; it has sufficient cash available; and
has a debt/(debt + equity) ratio of less than 70 per cent.

The FRRP is otherwise silent on dividend policy. In the financial projections the average
proportion of net profits distributed over the 10 years of projections by GenCos is 35 per
cent and by DisCos 15 per cent. These proportions seem to reflect fairly the need for
SubCos to retain funds to finance expansion, etc. PGCB does not meet the debt ratio
condition during the projection period and as a result retains all its profits.

2 power System Master Plan Update, 2006, ADB TA 4379-BAN: Power Sector Development Program II,

Component B.

% The investment consists of the shares of companies other than PGCB at the net asset value shown in the

FRRP plus the market value at June 2007 of 75 per cent of the shares in PGCB.

8-3

Government of Bangladesh / ADB 1/8/08



8. Financial Management. . . H\

Since a proportion of projected profits is retained in the operating companies, it is
appropriate for HoldCo to distribute all its profits to the shareholder and this is reflected in
the financial projections for HoldCo.

The HoldCo Group’s dividend policy should be agreed with Government and documented
in the Performance Contract.

8.2.2  Financial Projections

Projected financial statements are presented in Exhibit 8.1. The balance sheet for 2009 is
the opening balance sheet as at 1 July 2009. These projections are based on the FRRP
(which was prepared in 2005), with subsequent incorporation of the above points.
Changes that have occurred since the time the FRRP was prepared that are not
specifically noted in the above points have not been reflected in these projections.

The projections allow for some small growth in operating costs over the period, all of
which are recharged to SubCos.

HoldCo'’s profitability is low. It averages one per cent during FYs 2010-2012 and just over
four per cent over the following three years. This reflects the projected dividend paying
ability of SubCos.

Exhibit 8.1: HoldCo’s Projected Financial Statement s FYs 2010-2015

Item 2009 oBs 2010 2011 2012 2013 2014 2015

Income Statements

Dividends received 788 1221 1505 5255 2804 5574

Recharges 52 54 56 58 61 63

less

Personnel & admin 50 52 55 57 60 62

Depreciation 2 1 1 1 1 1

Taxation 118 183 225 788 420 846

Net profit M Tk 670 1038 1280 4 467 2384 4728
Balance Sheets

Working capital 5 5 5 7 8 9 10

Fixed assets 10 10 10 8 7 6 5

Investments 90600 90600 90600 90600 90600 90600 90600

Total Capital Employed M Tk 90615 90615 90615 90615 90615 90615 90615

Paid in capital 90615 90615 90615 90615 90615 90615 90615

Retained profits

Shareholders'Funds M Tk 90615 90615 90615 90615 90615 90615 90615
Cash Flows

Funds from operations 672 1039 1281 4468 2385 4729

Decrease in working capital

Capital paid in 15

Total funds available M Tk 15 672 1039 1281 4 468 2385 4729

Increase in working capital 5 1 1 1 1

Dividends paid 670 1038 1280 4 467 2384 4728

Capital expenditure 10 2 1

Total funds applied M Tk 15 672 1039 1281 4 468 2385 4729
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8.3 FINANCIAL MANAGEMENT PROCESSES

The principal financial management processes of HoldCo are:
* Planning and arranging Group finances (where not delegated to SubCo)
* Monitoring Group finances and financial results
* Protecting Group assets
Provision also needs to be made for accounting and budgetary control of HoldCo's own
income and expenses, asset register, management reporting, filing financial returns, etc.
HoldCo'’s financial management structure should provide for the following functions:

» HoldCo financial accounting and consolidation of group financial
statements

* Group financial and operational budgeting and performance reporting,
monthly, quarterly and annually

» Group internal audit and risk management
* Group taxation, insurance, & compliance
* Oversight of group financial accounting systems

» Eventually, Group treasury operations.

The last two functions are expected to evolve as the working relationships between
HoldCo and SubCos are developed and as the Group becomes progressively more reliant
on its own ability to finance growth. Financial planning will involve close consultation with
Government while the Group continues to remain dependent on it to fund the Group’s
cash deficits.

8.3.1 Planning and Arranging (where not delegatedt o SubCo) Group Finances

Planning and arranging Group finances — especially for new capital expenditure - is one of
the principal functions of HoldCo. It is a function currently not performed in any systematic
fashion across the Bangladesh power sector. Given the limited availability of capex
funding for the sector relative to its needs, this is a critical function, necessary to optimize
the allocation of these scarce financial resources.

HoldCo would prioritize capex projects proposed by the subsidiaries based on the
overarching sector-level objectives laid out in its performance contract with the
Government, and serve as the clearinghouse or coordinator between the SubCos and
Government for securing these funds. This financial planning process entails the following
activities:

» Establish procedures, including economic and financial evaluation
analysis and criteria/thresholds, for approving capital investment
proposals from SubCos

* Review and critique the system plan, including investments in generation,
transmission and distribution. Determine linkages and dependencies
between plan elements.

8-5

Government of Bangladesh / ADB 1/8/08



8. Financial Management. . . H\

» Consolidate subsidiary projections and financing plans—capex, new loans,
drawdowns, repayments — in light of the system plan.

» Solicit / identify sources of capex, including the Government and
development partners, available to fund the system plan, and the terms of
this funding.

* Screen and prioritize SubCos’ capex proposals relative to the funds
available, taking into account linkages and dependencies between all
elements of the system plan, as well as relative contribution of each
proposed capital project to achieving the overarching sector-level targets
agreed in the performance contract between HoldCo and Government®.

* Prepare a draft financial plan, describing which projects will be financed,
by whom, and on what terms

» Present and drive consensus for the plan among Government, SubCos,
and Development Partners.

» Facilitate implementation of the plan. The Government will naturally
retain, at least initially, the role as principal financial conduit to the Group
by lending and disbursing funds directly to the SubCos in accordance with
the agreed plan. However, over time, the Government could increasingly
begin to provide funds to HoldCo as debt and equity, in accordance with
the agreed financial plan, and with full accountability for results per the
performance contract. HoldCo would then on-lend or capitalize SubCos
with the funds it receives.

Instead of vesting this function in HoldCo, it could be developed within Government.
However, there are two principal problems with doing so:

* Government does not have the personnel. Execution of this function
requires commercial and financial skills that Government does not
currently have.

* Presumably, Government could try to hire such personnel and develop
this function. But

0 This would be contrary to the objectives of reducing Government'’s
role in the sector, increasing autonomy of operating companies,
and promoting a more commercial orientation throughout the
sector.

o Government does not have, and is unlikely to ever have, a
“performance contract” for personnel working within it.
Consequently, it Government were to take on such a role, it would
not be subject to the transparency or accountability that would
apply if the role were vested with a corporatized entity subject to a

% |n fact, there may be iteration between the setting of targets in the Government-HoldCo
performance contract, and agreement on the amount of capex to be provide to the Group, as the
feasibility of achieving targets depends in part on the financial resources extended to the Group.
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performance contract and other mechanisms of good corporate
governance.

While the poor financial performance of the sector necessitates the Government’s
continued role in funding it (i.e. operating companies are unable to go to the international
or domestic capital markets for funds), the Government’s current modality of vetting
funding on a project-by-project basis is incompatible with the fundamental objectives of
power sector reform in Bangladesh, and provides continued opportunity for abuse of
power and graft (as there is no transparent performance contract mechanism in place).
The idea therefore is to transform Government’s current role as a CFO for the sector to
become the bank to the sector. The authority to allocate funds must coincide with
accountability for performance.  This transformation will happen in stages over time.

Currently, BPDB depends 100% on Government (including foreign sources) for capex
financing; PGCB depends on Government for about 80%. The Planning Commission
allocates capex budget to BPDB and PGCB on a line-item (project-by-project) basis.
Disbursed but unspent budget must be returned to the Government at year end. This
current process is shown in Exhibit 8.2.

Government can still discharge its fiduciary responsibility through a performance contract
with HoldCo. And in the interests of moving towards greater commercial-orientation, capex
financing should be provided as true corporate debt and equity, not as a “use it or lose it”
project-based line-item budget.

Exhibit 8.2: Current BPDB Funding Process

PC |- Project Transmissioanroposed
guidelines Plan ADP

Load forecast Prolject
inputs guidelines

BPDB [+ -0 — BPDB ——————»5¥S®M__, pppp (- ProPosed Ly pEpMR

Forecast Plan ADP
Proposed
ADP
ADP = Annual Development Plan B

PC = Planning Commission

Revised Final
program BPDB ADP

Revised
program

Exhibit 8.3 depicts how HoldCo might eventually function.
* SubCos develop investment plans corresponding to the system plan

« For portions they cannot finance from capital markets or out of cash flow, they
request funding from HoldCo.
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* HoldCo receives debt & equity from Government under terms of its performance
contract.

* HoldCo prioritizes subsidiary funding requests, and allocates debt and equity to
SubCos under terms of the HoldCo-SubCo performance contracts

« HoldCo coordinates sector development activities through the fund allocation
process

Exhibit 8.3: Ultimate Vision for HoldCo Financial P lanning and Funding

Performance
contract

Debt &
equity

Dividends

Sector
MOF Block

Grant

Debt &

equity
allocations

MPEMR
& other shareholders

Single |, Load Single | , system

—»

Buyer Forecast Buyer Plan

Revised
programs

Appendix | describes these arrangements in further detail. Again, as discussed above,
evolution towards these arrangements would happen over time, with the Government still
providing funds directly to the subsidiaries, but according to a financing plan prepared by
and agreed with HoldCo.

8.3.2 Monitoring Group Finances and Financial Resul  ts

* Update medium term financial projections and short term cash flow
budget

* Monitor net position

» Act to deposit temporary surpluses or obtain temporary short term
accommodation

* Prepare HoldCo consolidated Group financial statements including
budgetary comparisons
8.3.3  Protecting Group assets
» Ensure adequate asset management records, plans and procedures exist

» Ensure that effective risk management identification, appraisal, mitigation
and reporting procedures exist and are carried out

» Supervise group internal audit and risk management functions

8.4 DIVESTMENT OF OPERATIONS OR SUBSIDIARY COMPANIE S

HoldCo may sell shares in a SubCo for various reasons, e.g., to raise capital, to secure a
strategic alliance with a new shareholder, or to implement Government policy to make
shares available for trading in the share market. It may sell more or less than a controlling
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interest or divest itself of its complete interest. As indicated in the draft Articles of
Association, such divestiture requires shareholder (i.e. Government) approval.

The main financial criterion for divestment should be that the sum received for the sale of
shares in a SubCo exceeds the net worth to HoldCo of the expected future cashflows. If it
vacates a controlling interest it also needs to be clear that the independent company will
continue to play its part in the development of the power sector and in meeting customer
demand.

The divestment process for a controlling interest should include reports by independent
investment advisers (with independent technical support, if necessary) on:

» the options for divestment, e.g., a public offering, a trade sale, a sale to a
‘cornerstone’ shareholder; and the costs and benefits of each option

» an appraisal of bids for the shares, should such be sought, and an
opinion on the preferred bid

« the fairness of the consideration to the vendor, HoldCo — the aim should
always be to maximize the return to the shareholder.

Sale of a minority interest should also be subject to independent reports on the fairness of
the consideration. In either case, it may be desirable to make use of the resources and
experience of the Privatization Commission.

The legal requirements for divestment of shares in subsidiaries HoldCo are similar to
those described for the acquisition of shares in Section 3.2.6, Acquisition of Shares in
Power Companies.

8.4.1 Non-Core Activities

Non-core activities of BPDB should not be transferred to HoldCo or one of its proposed
subsidiaries unless there is a clear and demonstrable advantage in so doing. Advantage
should be taken of the resources and experience of the Privatization Commission to
facilitate the disposal of non-core activities in the event no such advantage exists.

Some non-core operations of BPDB lend themselves to incorporation as companies to
operate as profit centers, either wholly or partially owned or completely divested as may
be expedient. They include:

* Maintenance and minor construction works: civil, electrical, mechanical
* Technical training
* Pole manufacture

» Dhaka and Chittagong computer operations (if not taken over by a new
distribution company—even then disposal to an IT facilities manager could
well be investigated)

These could be placed in one (or more) “Services Company”. The migration described in
Chapter 2 anticipates creation of such a subsidiary.

Some activities may be contracted out:
» Office cleaning
* Printing
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» Security

» Clearing/logistics offices
BPDB should set up a small cell to identify candidates for divestment and recommend that
Government include them among public industrial or commercial units to be notified to the
Privatization Commission for privatization. If accepted, the Commission will in due course
call upon BPDB to assist it to plan and execute the divestment of non-core activities.
BPDB'’s tasks may include assisting the Commission to:

» Define discrete non-core work/asset ‘packages’

» Evaluate options for disposal, e.g., sell to employees, incorporate and sell
shares, put up for tender

* For the clearing and logistics activities, prepare a specification of
requirements and advising on tenders from qualified firms

» For the pole factories and printing works, prepare an Investment
Memorandum that sets out the scope of the business including potential
customers and competitors, the assets, staff, etc, and inviting expressions
of interest from likely investors

» Execute the privatization plan.
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9. MANAGEMENT INFORMATION SYSTEM NEEDS

This section reviews the present use of IT in BPDB and its subsidiaries and examines the
expected functions of HoldCo to determine:

» the data to be collected from subsidiaries,
» the required IT application and support systems that the staff will use,

» the IT installation in HoldCo that will be necessary to support those systems and to
produce the management reports that HoldCo staff will produce/receive to monitor
and improve subsidiary performance and report to the Government

* the estimated implementation costs for the proposed IT installation,

* aproposed HoldCo organization structure to support the IT services to be
provided,

An implementation plan is included setting out the steps for HoldCo to follow once the
decision to proceed has been made.

9.1 CURRENT IT SYSTEMS IN BPDB

BPDB has more than 16 years experience with installing IT systems, principally in the
areas of consumer billing and customer accounting. This section summarizes the IT
systems currently employed in BPDB itself. The following section reviews the IT systems
in BPDB subsidiaries.

9.1.1 The Current BPDB IT Structure

BPDB head office (HO) IT manages the development and maintenance of the systems
using outsourced resources while the various data centers around the country perform the
actual systems operation. In some cases outsourcing contracts have been let to IT
organizations to provide operational support for some of the smaller centers.

Exhibit 9.1 describes the present structure of the BPDB IT operation including staff and
consumer numbers being processed at each centre. The manager of the BPDB HO IT
section reports to the BPDB General Manager Commercial as the focus for work to date
has been within the Distribution Division of BPDB. The GM Commercial reports to
Member Finance. Of these staff 16 BPDB officers have IT qualifications while the balance
are BPDB-trained operational and administration staff.

An overall staff allocation is established at 85 full time equivalents. The present staff
complement supplemented by contract and casual staff is approximately 140.

The HO IT expenditure, excluding salaries for the year to June 2007 was Tk 11 million.
The budget for the current year is Tk 50 million to take into account the need to develop
and update the present situation as covered in the Systems Development Plan as
described in below. Note this development plan includes replacement of Chittagong and
Comilla computers.
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Exhibit 9.1: Current BPDB IT Structure

BPDB
Head Office
IT Section
36 staff
| |
Comilla Chittagong 7 x Small IT
Processing Centre Processing Centre Centres
46 staff 59 staff
Consumers Billed by IT Consumers Billed by IT Cons  umers Billed by IT
250,000 450,000 500,000

By Dec 07 200,000

700,000

9.1.2 IT Hardware & Application Software for Billin g & Collection

After an initial start in the early 1990’'s that computerized billing and collections for 30,000
BPDB consumers, the Financial Management Upgrade (FMU) project funded by ADB
successfully installed a BPDB designed system in 2001. Since the completion of the FMU
project, the continued rollout of this system has been managed by BPDB'’s Systems
Management Unit (SMU). This system is now processing 1.4 million consumers from
multiple locations. The last 200,000 consumers are expected to be transferred to this
system by the end of 2007. Basically the same system is also used by DESA to process
0.5 million consumers.

The two major centers in Comilla and Chittagong use IBM midrange RS 6000 AIX based
servers with associated peripheral equipment. These represent mid 1990’'s technology.
The smaller centers use Intel Xeon PC based servers and peripheral equipment.

The package modified billing system was originally written based on an Oracle database
to operate in the main centers. A PC based billing system written in Oracle has later been
developed for the smaller centers with basically the same functionality as the system at
the large centers. In 2001 application systems for finance, purchasing, asset
management, cash management and loan accounting were also developed and tested but
have not been implemented.
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A number of enhancements have been added to the billing system since first installed
such as:

* Adaption of the system to operate in a PC environment for the smaller
processing centers,

« Prepaid meters have been installed for 20,000 consumers in Chittagong, Sylhet
and Sirajganj,

* Remote meter reading for HT consumers,

e Option for consumers to make payments via Grameenphone,

e A data store of statistical data kept at HO for GM Commercial covering both
consumer and load dispatch information as well as enquiry and reporting
programs to access data,

« Development of office based LANs and a WAN linking 25 major offices,

« BPDB has installed approximately 850 PCs in distribution branch locations
throughout the country,

« Development of a BPDB Web page containing static data relating to HR, daily
generation and load shedding.

9.1.3 Other MIS Systems in BPDB

Other systems in BPDB HO are handled by manual methods supported by Excel
spreadsheets. These include:

« Financial management including HO consolidation
e Payroll

* Human Resource Management

e Purchasing and creditors payments

e Stores

e Job Costing

* Meter management

* Asset management

e Budgeting

e Operational reporting

Extensive use is made of Excel spreadsheets to collect, analyze and report data.
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BPDB HO Planning section uses WASP to assist in generation production planning to
ascertain least cost options.

9.1.4 BPDB Systems Development Plan

The IT Section has had approved a Systems Development Plan for 2007/8 comprising 24
tasks that range from standard systems maintenance to hardware replacement and new
application systems development.

The main features of this Plan include:

e Transferring the last consumers to the billing system

e Extension of WAN/LAN connectivity

* Provision of e-mail connectivity to 500 locations

e Major hardware upgrade at main data centers

* Procurement and implementation of a Financial System

e Procurement and implementation of a Human Resource System

« Development of an Integrated Management Reporting System (IMRS)
The systems development plan is shown in Exhibit 9.2.

9.1.5 Observations on Current BPDB IT Systems

* The HO IT section has concentrated their endeavors on successfully implementing the
consumer billing system over the last five years. BPDB staff has been reluctant to
change from their previous manual consumer ledger system and in some cases the
manual system has continued to be run in parallel for 3 or 4 years before full
confidence in the computer system has been reached.

* Following the implementation of the billing system and the deployment of 850 PCs
used by some 2000 staff there is a reasonable level of computer competence within
BPDB staff.

» Although other software such as financial, reporting and stores systems were procured
as part of the FMU project these have not been implemented in BPDB.

* The mainframe servers in Chittagong and Comilla are reaching the end of their
economic life and replacements will need to be considered. The version of Oracle
software that underpins the present systems is out of date and no longer supported by
the supplier.

* A Chart of Accounts has been approved for use throughout BPDB but is still to be
implemented.

» A process for Identification, Verification, Valuation, Recording (IVVR) of assets and
store stock was carried out as at 30 June 2000. This work has verified and valued the
assets as at that time. Programs have been written and tested for a comprehensive
asset and stock management system and completed in 2005 based upon 2000 data
but implementation has stalled.

9-4

Government of Bangladesh / ADB 1/8/08



9. Management Information System Needs. . .

Exhibit 9.2: BPDB Systems Development Plan

Duration

5L No. Task Name Responsesible Personnal Program in days Remarks
1 |Maintaining Website Md. Monirul Kabir, COS Daily activity 365 | There are monthlyiquarterly
Md.Golam Faiuk, AP activities
2| Maintznace contract of RS/G000 serverand  |Engr, Afsar All, System Analyst WTIR0O7  |A0R/2007 60 |Depend on Higher Authority
|BM Line Printer for one year for Chittagong | Md. Monirul Kabir, COS
and Comilla Computer Centre
JContract of Billing Software maintenace, Engr. Afsar All, Systam Analyst 172007 |31M02007 120 |Depend on Higher Autharty
software modification, Database Supportfor  |Md. Monirul Kabir, COS
Chitaagong and Comilla for 6 menths, training
on application and kanding over of source-
code
4|implementation support for Computerization of |Engr. Md. Salauzzaman Khan, AP Depend on Lecal Autharity
Rajshahi Circle: Engr. A 'S M Fouruilah, AE bt ik
5|implemetation support for Computerization of  [Engr. Mr. Khaleque, AE Depend on Local Authority
rest of Mymensing Zone Engr. A 5 M Folzullah, AE \PZ007 | 300612008 i
6|Billing System study, modification and New 3- |Engr, Md. Afsar Ali 5A and his team Itis better to develop software
el biing system development (4P, 1AE} il el IRl e e
T|Computerization of Dinalpur Circe and Engr. Afsar All, System Analys! Depend on procusement of HW
implementation support Md. Nasimul Ghani, AP gl St Lot 28
BILAN, WAN and-intemet connectivity with Engr, Shahed Mahmud, AP Depend on Highar Authority
diflerent offices in Dhaka Md, Nasimul Ghani, AP VIZ007 | 3141012007 20
SILAN, WAN and intemet connectmly with Engr. Shahed Mahmud, AP ’ Depend on Higher Autherity
i diferznt Zonal and circle offices Md, Nasimut Ghani, AP WT2007 | 317102008 | 240
10 |LAN, WAM and Intemet connectivity with Engr. Shahed Mahmud, AP Depend an Higher Authority
differant Zonal and circle offices M. Nasimul Ghani, AP WTHZO0T | 30R16/2008 365
11|LAN of GV office, Dasign bullding, Hasan Engr. Shahed Mahmud, AP Depend on Higher Autharity
Court and Publle Relation Office LTR00T | 3110/2007 120
12|Development, lunching and implementation of |Engr. Mitish Kumar Biswas, S54 Md,
Dynamic Website Nasimul Ghani, AP 1TF2007 | 31102007 120
I, Golam Faruk
13| Contract for web space for launching website  |Engr. Shahed Mahmud, AP
M, Nasiul Ghani, AP 182007 | 31102007 90
14{Monitoring of implementation BilPay System in [Mitish Kumar Biswas, 554
&
Chittagong Zane Md Afsar Ali, SA iaatad! i W
15|Contract and Implementation of electronic bill  [Mitish Kumar Biswas, 554 Depend on Higher Autharity
payment system at Comila and Sylhet Zone  [Md Afsar All, 3A 1812007 | 3122007 150
18 |Procurement and Implemantation of Financial |Engr. Md, Afsar Ali,5A Depend on Higher Adtharity
Applications Md Nasimul Ghani, AP
Md Rabiul Hossain, ADIACC) EE L nesan] | 20
M. Golam Faruk
17| Frocwrement and implementation of HRM and |Engr. Md Salauzzaman Khan, AP Depend on Higher Authority
Payrall systems Md Rabiul Hossain, AD(ACC) el Bl o -
18|Eslablishmeni of Central data Centre at Dhaka |Engr. Mitish Kumar Biswas, SSA Depend on Higher Authority
and Replacemen! of Compuler system for Md. Afsar Ali, SA /872007 | 30/06/2008| 330
Eilling at Chittagong and Comilla Mr. Khaleque, AE
18{Suppar for PG and Peripherals Procurement |Engr, Md, Afsar Al SA Depend on Higher Authorty
; M Monieul Kabie, COS 172007 F310/2007 | 120
20 Monifoing snd coordination of Hardware Md Afsar Ali, SA
mainienace (PC and Peripherals) Md Monirul Kahir, COS bl Rzl WL
21 |Frovids support service & chiltagong and Mitish Kumar Biswas, S5A
comila compuler cenlbie lo sysiem study, Wi Afsar All, SA
softwara cusiomization, testing and 172007 | 5010672008 %3
implementation of existing billing syslem
22\ Momitoring Billing system for proper operation  [Nilish Kumar Biswas, SSA
by the servica provider Md Afsar Al SA bl b (i
23| MRS Software Davelopment Engr. Nilish Kumar Biswas, 554 Md. 1182007 | at/42m9007 150
Nasirmul Ghani, AP 5
24} 0ther works those will be assigned by the Mifish Kumar Blswas, S5A ; Depend on Higher futherity
higher aulhontly during the period Wd Afsar All, 54 VAGRE B0 =

All the works are planed, administered and monitored by Seior System Analyst (SSA), but those are taken care by System Analyst in absence of S5A.

BPDB has had a number of instances of IT projects being started but not completing

because of capital, resource or management reasons which indicates the lack of
proper IT governance and an agreed IT strategic plan that is part of the overall
business plan.

In some districts of BPDB the total meter reading, billing and collection functions have
been outsourced.
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* The IT Section has managed to retain staff so today has a number of staff that both
understand the systems as well as BPDB business processes.

* The HO IT section handles all IT expenditure for BPDB. Any IT project needs to get
HO IT approval before commitment.

* The HO IT section approves any staff recruitment for any IT role in BPDB.

» IT section believes the implementation of the customer billing system and processes
has been responsible for reducing BPDB’s system loss to approximately 18% and
bringing average outstanding debtors to less than 3 months for the 25% of total
generation that is being distributed though BPDB distribution zone.

* When 100% of the distribution is taken into account the average outstanding
increases. For example DESA, as a bulk customer to BPDB, is outstanding
approximately 33 months.

9.2 CURRENT IT SYSTEMS IN BPDB SUBSIDIARIES
Further details of the IT systems in the BPDB subsidiaries are given in Appendix J.
9.2.1 West Zone Power Distribution Company Ltd

West Zone distribution has a mixture of billing systems. Some divisions still use the PC
version of the BPDB system that was implemented during West Zone formation. They
have their own PC hardware and software but rely on outsourcing to obtain system
support and operation of the system. Other divisions have their own PC hardware and
software that is operated by their own contracted temporary staff. Still other divisions have
their own PC hardware while software and operation is outsourced.

West Zone inherited at inception the existing system of monthly reporting of selling and
distribution activities called “Commercial Operating Statistics” that is still used.

West Zone has recently gone to tender for an integrated solution for billing and financial
systems although they also tendered unsuccessfully in 2004

West Zone has two engineers that oversee IT operation but is also advertising for
recruitment of dedicated program and systems support staff at the moment. West Zone
has had no formal assistance from HO IT since incorporation.

The “Tally” package used within West Zone HO for preparation of monthly accounts but
only manual systems are used within divisions.

9.2.2 Power Grid Company of Bangladesh (PGCB)

This company operates independently from BPDB and has a software system based on
spreadsheets that handle its own financial reporting needs. They have one staff member
with an IT responsibility to provide technical support for the desktops installed for
administrative and spreadsheet purposes.

PGCB compiles and sends daily load dispatch reports to BDPB via spreadsheets..

PGCB use the CYME package software for technical analysis and transmission planning
to determine least cost generation options for dispatch.
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PGCB has recently acquired a package solution ‘Open Sesame” to maintain General
Ledger, asset management, accounts receivable, accounts payable. This system may
also be used for stores in the future.

PGCB maintains a SCADA system to supervise and control transmission and collect and
analyze technical data.

PGCB owns fiber optic cabling running through its HT lines that could be used for
telecommunications in the future. Bangladesh Telecom is considering leasing these lines
to enable diverse routing for their network.

9.2.3 Electricity Generation Company of Bangladesh Ltd (EGCB)

The generation subsidiaries have limited IT systems. No IT staff are employed. Daily and
monthly reports are produced using Excel.

EGCB have recently introduced a general ledger software package “Nikash”.
9.2.4 Ashuganj Power Station Company Ltd (APSCL)

Ashuganj has recruited a Deputy Manager for IT and has recently implemented the “Tally”
system for use in general ledger processing. All reports are prepared using spreadsheets..

9.3 IMPLICATIONS OF HOLDCO FUNCTIONS FOR IT/MIS

9.3.1 Introduction

As outlined in Chapter 3, HoldCo will be a small organization based in Dhaka that employs
highly trained staff for the purpose of financial planning across the Group, driving and
monitoring the performance of SubCos, and reporting on a regular basis to Power
Division.

Exhibit 9.3 shows again the HoldCo Value Chain will be as follows and require the
performance of the associated business functions.

Exhibit 9.3: The HoldCo Value Chain

Financial Planning Performance Management
- B
Negotiate Negotiate Establish ’ e
Understand =-1mine Allocate GOB Subsidiary HoldCo Emor & e >ist W.'th
Available Report Remedial
System Plan Capital Performance Performance Personnel ,
Funding Performance Actions
Contract Contracts Targets

Exhibit 9.4 summarizes IT system requirements to support these activities.
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Exhibit 9.4: Map of HoldCo Functions & Required Su

pport Systems

HoldCo Business Function

IT Support System

System Planning. Collect, comment &
maintain system planning information.
Relate Plan to available finance

Document Storage and Retrieval system.
Administrative systems such as Excel

Capex allocation. Compile, prioritize and
monitor all subsidiary Capex plans.

Capex Management System to compile
subsidiary Capex requirements and monitor
progress.

Manage HoldCo Finances. Manage
HoldCo financial performance against
budget. Consolidate Group financial
statements.

General Ledger System to record and
report financial transactions against budget
and provide reports.

Consolidation System to process and report
subsidiary P&L and Balance Sheet
information.

Performance Monitoring. Monitor
subsidiary financial and non-financial
performance against targets in subsidiary
performance contracts

Information Management System that will
collect and store electronic and printed data
from subsidiaries in a data repository. MIS
reporting system that reports financial and
non-financial data from subsidiaries for the
purpose of measuring their performance
against their performance contract key
performance indicators (KPIs).

Web page to communicate up-to-date
HoldCo information to various stakeholders
including the public.

Legal Compliance. Ensure subsidiaries
are complying with all legal requirements
for Health, Safety, Environmental, Labor,
Tax, Establishment, Accounting and
Industry regulations.

Compliance Recording System to collect
and report data to ensure subsidiaries are
complying with all legal requirements.

Information Systems Compliance.
Establish group guidelines for the use of IT
and monitor subsidiary IT development and
performance.

Subsidiary Information Technology
Systems Development Plan to collect and
report data that subsidiary is following
guidelines.

Human Resource Compliance. Establish
group guidelines for HR management and
monitor subsidiary performance against
those guidelines. Manage and pay own
staff.

HR management system to collect and
report data that subsidiary is following HR
guidelines.

HR and payroll systems for HoldCo staff.

Remedial Action. Form project teams with
subsidiaries to improve performance in
identified areas.

Project management tools to manage
projects against project objectives and
budget
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To undertake its functions HoldCo staff will need to be supported by fast, reliable IT
processes. There should be a clear association between the business objective of
management and the information available to management.

HoldCo staff will need to collect electronic data and printed material at regular intervals
from each subsidiary, store it, analyze, take action and prepare reports based on the data
for presentation to the Ministry, Power Division and its own executives. These functions
should be supported by IT processes to assist the productivity of staff. The collected
information should be stored in a secure data storage environment that permits users to
extract data according to their authorization levels and format reports as required via a
HoldCo intranet.

HoldCo staff will require access to a secure IT system on their own desk that can be
accessed throughout the day. Printed data will be accessed from a central information
store, though over time this should be entirely digitized and available through a document
management system. The individual terminal will need to be connected to a secure
HoldCo Intranet that stores collected data and allows interchange of data and messages
between all staff in a fast secure and managed environment. The network will also require
access to the Internet to allow staff to interrogate other sources of data and to
communicate via e-mail with colleagues in Dhaka, Bangladesh and worldwide.

Exhibit 9.5 shows how the subsidiaries will interact with HoldCo and the IT systems which
it will use to support its business functions.

HaldCo
m Intarnet D&'I:i.il
Repository
HoldCo IT Systemns

=) =

- Ganeral Ledgar

- Group Financial Consalidation

- Infanmation Management Sysherms
- HR: and Payroli

- dhdministrative Suppon tools

= BP DB wab page

- Project Managament

Exhibit 9.5: HoldCo Systems Overview

Beparts o HoldCo
and Gowl "

9.3.2 Application Systems

The following are descriptions of the IT application systems that will be needed to support
HoldCo staff in performing their responsibilities:
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GENERAL LEDGER SYSTEM

* This system needs to perform two functions. The first is to account for the
cashflows and expense transactions through HoldCo via a chart of accounts to
provide monthly expense and budget comparison reporting for HoldCo itself.

* The second is to enable financial consolidation of all subsidiary reports to
produce a consolidated Profit and Loss (P&L) and Balance Sheet on a monthly
basis. The P&L should include comparisons with the budget.

CAPEX MANAGEMENT SYSTEM

* HoldCo requires system support to compile all government- and aid-financed
capex plans from its subsidiaries, store relevant supporting documentation,
review the capex plans against the enterprise system plan, assess priorities and
compile an integrated plan for Power Division and Planning Commission review.

* HoldCo must keep track of loan applications, loan receipts, disbursements and
re-payments. This information will also be required for audit purposes.

MANAGEMENT INFORMATION SYSTEM (MIS)

* HoldCo needs to collect and store financial and non-financial management
information from each subsidiary that will be in electronic and printed form in a
data repository that can be accessed by authorized staff via the HoldCo Intranet
for the purpose of measuring subsidiary performance against targets and
reporting to Power Division. This system will use document management and
report generation techniques and be based on secure database software. The
system will collect data that support the Key Performance Indicators that
HoldCo will monitor for each subsidiary. The system will need to produce
regular formatted reports for circulation to HoldCo and Ministry staff and it will
also need to allow ad hoc enquiry to drill down to understand supporting details
and allow staff to generate additional reports using a report generator.

LEGAL COMPLIANCE SYSTEM

* This system will be a subsystem of the IMS for the purpose of collecting and
storing data from each subsidiary that ensures they have complied with all legal
requirements for Health, Safety, Environmental, Labor, Tax, Establishment,
Accounting and Industry regulations.

HUMAN RESOURCES

» Establish group guidelines for HR management and monitor subsidiary
performance against those guidelines.

* HoldCo will have its own staff but will still need to keep HR information and
produce and store payroll data in a small HR system.

» HoldCo will need a performance management system to measure the effective
performance of its own staff on a bi-annual basis.
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PROJECT MANAGEMENT

» Utilize project management software to manage identified performance
improvement projects against project objectives and time and cost budgets.

ADMINISTRATIVE SUPPORT TOOLS

» HoldCo staff will need access to a range of individual IT tools to assist their
productivity. Products such as Word Processing, Excel, PowerPoint and Internet
require to be made available. HoldCo will need to establish an internal Local
Area Network (LAN) or Intranet to connect all users to a server which will act as
a gateway to the internet via an internet service provider (ISP). The system will
need to include security to manage access, eliminate attacks by computer
viruses and Spam e-mails.

WEB PAGE

* HoldCo needs to establish a Web page that provides access to static data about
the group and available in the public domain. The web page can also be used
for electronic collection of regular financial and non financial data from
subsidiaries as a front end to the MIS system above. The following are to be
considered while developing the webpage :

0 simple but impressive page ensuring smart interfaces that are easy
to navigate.

o0 Enable access from all interested parties including the public
0 Regular update of current information

o0 Easy search facilities

o News grouped in a logical manner

0 Security of access to prevent abuse

9.3.3 Data Required from Subsidiaries

HoldCo needs to have access to necessary data on a regular basis from each subsidiary
to enable it to perform its functions to drive and monitor subsidiary performance as well as
to inform Power Division of subsidiary performance. HoldCo must not get involved in the
day-to-day management activities of its subsidiaries or take over the role of subsidiary
management by collecting too broad a range of subsidiary data. On the other hand it
needs to collect enough data to effectively carry out its business functions.

Another benefit from requesting regular selected data from subsidiaries is that it will
encourage the subsidiaries to understand the data being collected knowing that it is also
being reviewed by HoldCo.

Appendix M suggests a listing of data requirements from each subsidiary type and the
frequency that the data will need to be submitted. These data items can be added or
deleted as experience dictates. Once these data items have been agreed they should be
included in the Performance Contract for each subsidiary. All these data items are
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currently reported by these subsidiaries either to BPDB or to Power Division, except
system average interruption duration index and frequency index (SAIDI/SAIFI) for
distribution companies, which is not kept at the moment.

GENERATION

The following are items that each subsidiary generating company will be required to report
to HoldCo. A single report that summarizes all the generation under that subsidiary will be
required from Ashuganj, EGCB and all other generation companies developed as
subsidiaries.

* Operational data on a monthly basis including:
- MW of output per staff member
- Progress of maintenance plan for the year
- Notification of any metering disputes with other parties
- Progress of capital investment projects compared to plan
- Staff numbers and payroll costs
- Work related accidents causing injury
- Plant operating hours since inception
- Plant operating hours since last overhaul
- Unplanned outage of any unit
- Planned outage of any unit
- Average operating cost of generation
- Heatrate
- Generation dispatched and station use

* Financial results on a quarterly/monthly basis including:
- % return on net assets
- Energy billed, collected and overdue
- Financial statements (balance sheet, income statement, cash flow
statement)
- Net profit for the month and year to date compared to budget

* Annual data
- Audited Profit & Loss and Balance Sheet
- Internal and external audit reports
- Financial Budget for new year
- Capital projects investment plan approved and planned
- Maintenance program
- IT Development Plan

In addition, each generation company should provide HoldCo the following operational
data on a daily basis. The purpose of this data is not for HoldCo to become involved in the
day-to-day operation of the subsidiary, but to have a complete record of subsidiary
operations in case of queries from stakeholders about operating issues:

- The daily, weekly, monthly ahead forecast they supply to PGCB each day.
- Details of any major system problems experience during the day

TRANSMISSION

The following are items that the transmission company will be required to provide to
HoldCo:
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Operational data monthly

SAIDI and SAIFI statistics

Expansion, maintenance and IT projects progress compared to plan
Notification of metering disputes with other parties

Staff numbers and payroll costs

Work related accidents causing injury

Financial results on a quarterly/monthly basis

Net Profit for the month and year to date compared to budget
Wheeling charges billed, collected and outstanding compared to plan

Annual data

Audited Profit & Loss and Balance Sheet
Financial Budget for new year

Internal and External audit reports
Capital projects investment plan
Maintenance program

IT Development Plan

In addition, PGCB should provide HoldCo the following operational data on a daily basis.
The purpose of this data is not for HoldCo to become involved in the day-to-day operation
of the subsidiary, but to have a complete record of subsidiary operations in case of
gueries from stakeholders about operating issues:

Grid availability/operations problems

Peak demand

Loadshedding / Unsupplied demand

Days, weeks, months ahead forecast

Daily transmission compared to load schedule
Plant dispatch

Export units to each distribution company

DISTRIBUTION

The following are the areas of reporting that the distribution subsidiary companies will be
required to provide to HoldCo:

Operational data monthly

Total energy imported

Energy delivered, total and by tariff class

System loss compared to forecast

Number of disconnections

Expansion, maintenance and IT projects progress compared to plan
New connections this month

Connection waitlist at end of month

SAIDI/SAIFI statistics

Number of customers per employee

Number of customer complaints received during the month
Average time to resolve complaints

Staff numbers and payroll costs

Work related accidents causing injury
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» Financial data monthly
- Total energy billed
- Total receivables collected
- Collection ratio
- Collection/Import ratio (CGR)
- Net Profit for the month and year to date compared to budget
- Accounts receivable at month end by customer category
- This months collections compared to last months billing
- Receivable amount by equivalent month

* Annual data
- Audited Profit & Loss and Balance Sheet
- Internal and external audit reports
- Financial Budget for new year
- Capital projects investment plan
- Maintenance program
- IT Development Plan

In addition, each distribution company should provide HoldCo load shedding data on a
daily basis. The purpose of this data is not for HoldCo to become involved in the day-to-
day operation of the subsidiary, but to have a complete record of subsidiary operations in
case of queries from stakeholders about operating issues:

9.3.4 HoldCo Reporting Formats

HoldCo will need to develop MIS reports to monitor the performance of SubCos against
their performance contract targets.

Appendix K shows an example of a monthly report for the Ashuganj generation, Power
Grid transmission and West Zone distribution subsidiaries. These formats should evolve
or be developed further once HoldCo is formed and management appointed. Each
subsidiary will produce the report within an agreed timetable at the end of the month.

9.4 OPTIONS FOR IT DELIVERY

9.4.1 IT Support Options

HoldCo has a number of options to obtain the functionality defined by the above
requirements. The options range from HoldCo centrally providing all IT services for the
entire Group, to leaving IT to the subsidiaries and allowing each HoldCo department to
look after its own internal IT needs on an ad hoc basis. In the middle, HoldCo could play a
leadership role, and implement systems to facilitate data consolidation while allowing
subsidiaries to continue to develop and utilize their own systems. This spectrum is shown
in Exhibit 9.6.

In the course of the assignment, the consultants investigated how other Bangladesh
holding companies were addressing IT needs. PetroBangla was the only example found of
relevance. Currently, PetroBangla subsidiaries each have their own IT application systems
and IT staff. PetroBangla HO has a small IT function that manages the provision of IT
services to the HO staff through a local area network and internet connectivity.
Subsidiaries send daily and monthly data to HO for collection, analysis and reporting to
HO executives and MPEMR. A project is underway to implement a common stores system
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at all locations and a project is planned to develop common General Ledger and HR
systems that will be installed in all subsidiaries.

Exhibit 9.6: Options for IT Delivery

HoldCo undertakes no IT HoldCo provides group IT HaldCa handies all group
Funclion leadership & information IT functions including
consolidation subsidiary applications

PetroBangla offers one model of how HoldCo could evolve its IT function within the
spectrum of options.

At one end of the spectrum, for HoldCo to establish a central IT function would require
development and implementation of what would effectively serve as an enterprise
resource planning (ERP) system. This would be costly and disruptive for both HoldCo and
its subsidiaries. Moreover, the principal challenges faced by HoldCo and the sector more
generally are not going to be solved through implementation of an ERP. This would be a
distraction to the fundamental issues that HoldCo and its subsidiaries must focus on. The
subsidiaries already have legacy systems that perform their functions adequately, hence
this would be something of a ill-afforded luxury.

At the other end of the spectrum, for HoldCo to treat IT on an ad hoc basis, leaving it for
organic development, would make it more difficult (or impossible) to integrate in the future.
It would complicate HoldCo's function of ensuring time and accurate data collection for
performance monitoring, and would fail its obligation to guide subsidiaries towards the
best performance possible.

The preferred approach is for HoldCo to provide some centralized guidance on matters
such as overall Group IT strategy, including IT principles and policies. While specific
standards and applications can be left to the subsidiaries, HoldCo can at least ensure that
each subsidiary follows an approach that will yield long-term benefits to the Group while
not interfering with the day-to-day operational IT requirements of the subsidiaries.

Since HoldCo’s own needs are not parucularly large but are highly specialized, and since
there is not a well-developed IT outsourcing industry in Bangladesh, HoldCo should not
consider outsourcing all of its own IT needs but rather develop its own in-house capacity
with outsourcing for only specific development functions. As part of this function it will also
provide strategic IT leadership for the Group.

Strategic leadership can be exercised through an IT Development plan that could be
agreed with senior HoldCo and SubCo management on an annual basis. Such plans
could include:

» A statement of the Group’s key business objectives that IT can assist achieving

9-15

Government of Bangladesh / ADB 1/8/08



9. Management Information System Needs. . . H\

» A description of the present IT systems installed in the organization
» A description of the present network environment
» A description of the present IT organization structure

» Alist of proposed IT initiatives stating how they will assist the Group to meet its
corporate and business goals. These initiatives should cover enhancements to
existing systems, development of new systems, expansion of the HO networks and
the Wide Area Network.

* The plan should cover a rolling 3 year period and include estimated cost, staff who
will participate in the initiative and expected timeframe

» Details of training requirements for staff to use the systems
* Policies on data security

» Architecture design and implementation principles, including technology architecture,
data architecture and application architecture.

The rest of this section describes the resources HoldCo needs to carry out these
functions.

9.4.2 Personnel Requirements

HoldCo will need a range of IT and management skills to support the proposed group IT
strategy development, IT systems and MIS reporting functions. As the provision of IT
services to support HoldCo staff will be vital for the success of the business IT will need to
be led by a skilled IT practitioner and manager who can participate with the senior
management group of HoldCo on an equal basis. In this section we describe the
organization structure that will be needed and the roles to be undertaken by the
participants. In the next section we indicate the training needed to enable the participants
to make best use of these systems.

The HoldCo IT section will need to be organized as shown in Exhibit 9.7.

Exhibit 9.7: Proposed HoldCo IT Organizational Stru  cture

IT Manager

Manage section &
develop sector IT

strategy
| | | |
IMS Officer Systems & Technical Support IT Training
programming.

Manage info. Operate the system Provide Technical
database & assist Implement and maintain training for IT staff
staff in accessing applications & technical reliability and HoldCo staff to

information develop reports use systems
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HoldCo has a number of options to provide this support structure: it can employ the full
complement of staff; it can recruit for key positions; it can engage from the outsourcing
market; it can transfer from the present BPDB HO IT resource.

The roles of IT Manager and MIS Officer are roles that should be filled by HoldCo
executives who would fully participate in the overall management decision making of
HoldCo.

The systems and programming function could be outsourced to commercial IT
organizations in Dhaka based upon a complete specification of requirements. The
proposed systems could be based on packages adapted to the HoldCo specification or
specifically developed for HoldCo.

The technical support function  will require competent engineers on site to attend to
security issues related to staff access to the systems, provide a HelpDesk response to
hardware or software problems and undertake system back-ups on a regular basis. Given
that HoldCo is not a large organization, this could probably be covered by one or two
HoldCo IT staff.

ROLE FOR IT MANAGER

Major roles for this position will be to provide IT leadership to HoldCo and the Group; lead
IT strategy in the subsidiary companies and manage the HoldCo IT section in the
collection, storage and reporting of subsidiary information. The IT Manager will be a
member of the senior management team and play a leading role in driving the strategy of
HoldCo.

ROLE FOR MIS OFFICER

Major roles for this position will be to manage and understand HoldCo’s database of
electronic and printed information, ensure its accuracy and secure it against damage,
understand the subsidiaries business processes and assist staff to access data for
reporting purposes.

ROLE FOR SYSTEMS & PROGRAMMING

Major roles will be to analyze needs, develop and maintain systems for HoldCo, select,
implement and maintain application package software.

ROLE FOR TECHNICAL SUPPORT

Major roles will be to implement and maintain new hardware at HoldCo premises; provide
day to day supervision of the network and systems, provide a Help Desk to assist users
resolve system faults and handle any bulk data input.

ROLE FOR IT TRAINING

This role will be delivered in conjunction with the HR function. It will ensure all staff are
competent to use the available systems to undertake their own business processes. A four
terminal training room has been included in the configuration to enable live training to be
undertaken to best simulate the real working conditions.
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9.4.3 Training
When HoldCo staff are given IT tools it is important to ensure they are properly trained to
use them at an individual level. HoldCo executives will need to develop their own
computer literacy skills. A series of training courses will be provided for all initial staff and
new recruits during their induction phase to ensure they understand the data that is
maintained by the system and how to access and manipulate it. PA recommends that a
training centre is established with four screens and keyboards that can be dedicated to the
training function. This facility can be used for both IT and general in house training. IT
training will be coordinated by HR.
Essential training will include:
A. BASIC TRAINING REQUIREMENTS
* Access and password security
* General hardware awareness of PC, printer and scanner
» Data security and back up
» Courses for:
- Using e-mail
- Accessing the Internet
- Using Excel
- Accessing and storing data in the repository
- Using PowerPoint
- Using Word Processing
B. FUNCTION SPECIFIC TRAINING
- Application system specific training in accordance with work needs.
9.4.4 IT Infrastructure
Exhibit 9.8 shows a draft network layout plan for an installation for the HoldCo building
that will need to be revised when the actual site has been chosen and planned staff
numbers are finalized. This draft allows for a secure server room and 32 user screens
supported by printer and a scanner for every five user screens. Provision has been made
for the inclusion of 5 laptop computers for off site executive use.

The overall specification includes:

* Allow for 32 users on two floors

» Allow a printer every 5 users

* Include 1 x high speed printer for bigger print runs
* Include scanners every 5 users
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* Include an computer enabled overhead projector
* Include a server to manage all devices

* Plan a LAN to connect all devices

* Include a central data store

* Provide auto backup to another secure device

* Provide access to an ISP

» Provide a Firewall for security against virus

* Allow password control for all users

* Allow 4 x PCs for senior management to user

* Include 4 x ports to enable PCs to plug into the office network
» Design system so it can be expanded to 60 users

Once HoldCo is formed a revised version of these specifications can be used as part of a
tender document to select a vendor for this equipment and supporting services.

9.5 IT IMPLEMENTATION COSTS

Exhibit 9.9 estimates the costs involved in implementing the hardware, network
connectivity, systems software and building costs for wiring and server room air
conditioning. It does not cover application software development. The number of items will
need to be adjusted in accordance with the staffing numbers employed by HoldCo and the
physical requirements of the building that HoldCo will use.

9-19

Government of Bangladesh / ADB 1/8/08



9. Management Information System Needs. . . H\

Exhibit 9.8: Indicative IT Configuration for HoldCo
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Exhibit 9.9: Estimated IT Infrastructure Cost for H oldCo

Hardware Costs
Cuantity Tk Unit Cost Tax & Installation Tk Total

Item Cost Vat

Server Computers 5 400,000 | 2000000 | 200000 100000 | 2300000
Desktop Computers 35 50000 | 1750000 @ 175000 87500 2012500
Laptop Computers 2 55000 | 423000 | 42500 21250 488750
Laser Printers G 40000 | 240000 | 24000 12000 276000
High speed Laser Printer 1 80000 80000 a000 4000 92000
Scanners G BOOOO | 360000 | 35000 18000 414000
Multiplug wiring 50 200 10000 1000 500 11500
LUPS 650 WA 40 3500 140000 | 14000 7000 161000
LIPS 2000%A, 5 8000 40000 4000 2000 46000
Total: Tk 3045000 | 504500 252250 | 5801750

Network Costs
Guantity Tk Unit Cost Tax & Installation Tk Tetal

ltem Cost Wat

Transmission media (coils) o 8000 40000 4000 8000 52000
Connectors 200 20 4000 400 800 5200

Channel Waterial (est.) 1 20000 20000 2000 4000 26000
Crirmper tools 2 1500 3000 300 SHN] 3500

Cable tester 1 2000 2000 200 400 2800

Layer 3 switches (non Ciscao) 1 500000 = 500000 | 50000 100000 550000
Cisco Pix 501 1 100000 | 100000 10000 20000 130000
g Port Switches 7 10000 70000 7000 14000 91000

Face Plates &0 500 25000 2500 5000 32500

Tk 764000 76400 152800 993200
System Software Costs

CGuantity . Tk Unit Cost Tax & Installation Tk Tetal

ltem Cost Vat

Operating System Linux Redhat 2 70000 140000 14000 28000 182000
Operating System Microsoft 2003 2 100000 | 200000 | Z0000 40000 260000
Office Packages 1 50000 50000 5000 10000 65000
Anti ¥irus 2 years 50 client 1 10000 10000 1000 2000 13000
Internet Connectivity 1 50000 50000 S00o 10000 B5000
Real IP 1 25000 25000 2500 5000 32500
Domain Registration 1 1500 1500 150 300 1950

Tk 476500 | 47650 95300 619450

Mote the software will incur annual costs
CGuantity = Tk Unit Cost Tax & Installation Tk Tetal

Building Costs Cost Wat
Air conditioning  Server rm B tons 1 300000 | 300000 30000 60000 390000
Grand Total Tk 7414400

Approx US| 106920
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9.6 IMPLEMENTATION PLAN

Once HoldCo has been formed and senior staff engaged the Implementation Plan in
Exhibit 9.10 should be reviewed, updated by the IT Manager, agreed by the senior
management team and a project to manage the implementation established.

Supplementary local consulting expertise should be engaged to assist the IT Manager and
MIS Officer during the development and implementation stages.

Exhibit 9.10: HoldCo IT Implementation Plan

HoldCo IT Implementation Workplan Months from Formation Personnel
1 2 3 4 = 6 7 8 9 Assigned
TASK DESCRIPTION 12 3[a1T2]s[a[n2]a]a]a[2]3Tal 1 [2[3a[ ] 2[a[a[ 1] 2 a[a[ 1] 2] s[a[ 1] 2[ 3] 4]
T T

Staff Recruitment Stage
Receive advice to proceed —
Recruit IT Manager
Establish Project Team & project office environment ] ITM, TC
Recruit MIS Officer —— ITM,
Establish an IT Steering Committee of senior HoldCo staff - I™
Establish warking relationship with HoldCa CEQ and YPs -— ITM, MIS
Review HoldCos Corporate Strategic Plan and ohjectives - ITM, WIS
Amend IT implementation plan based an current situation — ITM, MIS, ITC
IT Hardware Acquisition Stage
Visit HoldCo office site, review staff locations and building services - ITM, TC
Revise network layout plan and hardware specifications — ITM, ITC
Obtain approval to proceed with hardware tender [ ITM,
Undertake hardwiare tender process ITM, TC
Ewvaluate tenders and make decision —— IT™
Undertake building related wark for partitioning, wiring, security, aircon ITM, TC
Take delivery of initial hardware and perform acceptance test — ITM, TC
Establish access security system to manage Users access —— ITM, ITC
Install Administrative support tools ITM, ITC
Implerent internal Intranet and gateway to Internet and e-mail m— ITM, ITC
Software Acquisition Stage
Review Subsidiary Performance Contracts and agree data to he collected ITM, MIS, ITC
Develop systems specifications for all systems in consultation with users: T, MIS, TC
- General Ledger and Consalidation — T, MIS, ITC
- Capex Integration and Prioritisation, Capital project tracking — IThi, MIS, ITC
- MIS for collecting, storing, analysing and reporting subsidiary data T, MIS, TC
- Legal Compliance Systern/Document management p— T, MIS, TC
- HoldCo Web page — T, MIS, ITC
Obtain approval to proceed with application systems tender/s — ITM,
Undertake software tender process T, MIS, ITC
Evaluate tenders and make decision —— T, MIS, ITC
Establish development tearm with successful vendorfs ITM, MIS, ITC
Take delivery of systems and undertake acceptance test — IThi, MIS, ITC
Finalise outsourcing contracts for software and hardware support — ITM, MIS
Staff Training
Develop initial training material with HR g ITM, MIS, HR
Undertake initial training on Intranet and administrative support tools — HR, MIS
Develop system specific training MIS, HR
Load training versions of each system on the training cormputers =] MIS
Train users HR. MIS
Follow up users periodically at their desks - HR, MIS
System Implementation
Develop methods for data collection from subsidiaries b T, MIS
Load budget and target data for each subsidiary E—
Undertake any bulk data entry and document scanning — Mis
Establish user authorisation levels and access codes — T, MIS, ITC
Roll systerns out to trained users ITM, MIS, ITC
Undertake post implementation review — ITM, WIS ITC
Agree initial actions to improve system performance ITM, MIS
Agree long term development plan EITM, MIS
Milestones
Revised Hardware Network Plan and approval to go to fender ® IT™
Software Specifications and approval fo go fo tender o ITM
Hardware Acceptance Test Report L] I™
Software Acceptance Test Report Ld I™
Fost Implermentation Report @ [ITM
Reports o
Responsibility key : IT Manager = "ITM"; MIS Officer = "MIS", HR Manager = "HRM", IT Consulting assistance ="[TC".
Responsibility : Lead in bold, support in nomal font.
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10. THE FUTURE OF BPDB

The foregoing chapters describe the structure and internal processes of HoldCo as the
corporatized successor to BPDB for the holding company function. However, this is just
one of several functions currently held by BPDB. This chapter describes BPDB'’s evolution
and continuing role in the Bangladesh power sector after HoldCo is established.

10.1 THE IMPACT OF CORPORATIZATION ON BPDB STAFFING

Exhibits 1.9 and 1.10 show the current structure and distribution of manpower within
BPDB. In particular, Exhibit 1.10 shows the distribution of manpower according to the
Head Office (1,588 employees), Generation (4,141 employees), Distribution (6,420
employees) and Others (1,500 employees).

As described in Chapter 2, the Generation employees will be transferred eventually to
generation subsidiaries, while the Distribution employees will be transferred to the Central,
North or South Zone subsidiary companies. Employees of Others will be transferred to the
Support Services company, as described in Section 8.7.1. These categories represent
some 88% of current BPDB employees. Consequently, the vast majority of current BPDB
employees will be unaffected by the creation of HoldCo as they are to be redeployed
anyway into newly corporatized subsidiaries without loss of seniority or benefits per the
Government’s power sector reform policies.

The remaining 1,588 employees are based in the BPDB Head Office. Exhibit 10.1 shows
the distribution of employees by unit in the BPDB Head Office or associated field office.
Many of these personnel will be transferred to the Support Services (especially for training
or engineering services) or to Generation subsidiaries. These are shaded in solid blue,
and represent a total of 732 personnel. In addition, there are some units from which a
portion of the personnel could be transferred to Support Services and other subsidiaries,
with the balance retained in BPDB. These are shaded in the diagonal blue pattern.
Assuming that half of the personnel from these units go to the subsidiaries would account
for another 268 personnel.

Of the 588 personnel remaining in BPDB, some would be well-qualified to apply for
positions in HoldCo, e.g. personnel from the Total Quality Management (TQM) Promotion
Office and the Program Directorate would be good candidates for the Program & Projects
Department and the Financial Planning Department respectively. However, most of the
remaining staff are required to (i) help prepare the remaining BPDB operations to become
subsidiary companies, and (ii) to perform the single buyer function.

As noted in Section 2.4, this residual BPDB may be eventually corporatized as the single
buyer company once the prevailing PPAs have been assigned to the new entity. That
process would largely follow the same process as outlined in this report for the creation of
HoldCo. (The term “residual BPDB” refers to BPDB after HoldCo has been established
and generation and distribution operations have been corporatized).

The single buyer function, and hence the related personnel, would be required for as long
as Bangladesh maintains that industry structure. Personnel from units required for the
single buyer function are shaded gold in Exhibit 10.1. These account for 104 personnel.
Personnel remaining from the units with the diagonal blue shading would also be required
to support the single buyer function. Assuming retention of half of these 268 personnel
would leave the single buyer function with a total of 238 personnel.
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In contrast, the need to prepare remaining BPDB operations for corporatization as

subsidiary companies is temporary. Eventually, perhaps over the next few years, the

PA

remaining subsidiaries will be created and operationalized. The maximum number of Head
Office personnel potentially affected by this would be the remaining quarter of personnel in
the units with diagonal blue shading, plus all of those in the unshaded units. These
currently account for 351 personnel.

It is unclear exactly how many personnel would actually be affected by this. The expected

rate of attrition and retirement of personnel in these units, as well as the success of

personnel from these units transferring to subsidiaries is unknown. Provided BPDB does
not hire new personnel, it would be safe to assume that less than 200 would be affected.

This number could be retained within one or more of the successor companies without
significantly compromising the financial performance of those companies. More generally,
these changes should be implemented within the context of a communications plan, as
described in Supplemental Appendix H.

One of the most recent major VRS schemes in Bangladesh was conducted in the middle
of 2007 as part of the Biman restructuring. Out of some 5,000 employees, management
set a target of VRS uptake of approximately 1,600. In fact, 2,267 employees submitted

applications, which management then screened down to 1,877. While this initially

appeared to be a successful VRS program, hundreds of employees are now suing the
company to get their jobs back, asserting that they were coerced into taking the VRS

packages. Introducing a VRS scheme in the wake of this experience could result in more

problems than it solves, and would need to be carefully considered. Given the limited

number of employees who potentially could be eligible for such a program as part of the
corporatization of BPDB, it may be best to simply absorb them into successor companies,
with retraining as required.

Exhibit 10.1: Composition of BPDB Head Office

No. Name of the Office Set Current | Vacant
up Staffing Post
1. Central Secretariat, Wapda Bhaban, Motijheel, Dhaka. 113 105 8
2. Personnel Directorate, Wapda Bhaban, Motijheel, Dhaka. 7 55 22
3. Estate & Transport Directorate, Dhaka. 161 121 40
4. Security & Enquiry Directorate, Dhaka. 81 53 28
5. Public Relation Directorate, Dhaka. 30 24 6
6. Labor & Welfare Directorate, Dhaka. 43 28 15
7. Enquiry & Discipline Directorate, Dhaka. 31 19 12
8. Purchase Directorate, Dhaka. 48 40
9. Chief Medical Officer, Dhaka. 14 7 7
10. Press, Dhaka. 58 32 26
11. Organization and Management (O&M) Directorate, Dhaka. 28 19 9
12. Training Directorate, Dhaka. 38 30 8
13. Trusties Board, Dhaka. 12 10 2
14. Contract & Advisor, Administration, Dhaka. 21 15 6
15. Accounts Directorate, Dhaka. 94 55 39
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16. Finance Directorate, Dhaka. 83 58 25
17. Audit Directorate, Dhaka. 82 52 30
18. Central Overhead Accounting Cell (COAC), Dhaka. 48 26 22
19. Regional Accounts Officer (P&CQO), Dhaka. 39 22 17
20. Energy Auditing unit, Dhaka. 24 20
21. Design & Inspection-1, Dhaka. 32 27
22. Design & Inspection-2, Dhaka. 52 39 13
23. Design & Inspection-3, Dhaka. 38 24 14
24. System Planning Directorate, Dhaka. 44 21 23
25. Chief Engineer (P&D), Dhaka. 13 4
26. TQM Promotion Officer, Dhaka. 8
27. Controller, Accounts & Finance Directorate, Dhaka. 90 62 28
28. Strategic Business Unit (SBU) Directorate, Dhaka. 33 17 16
29. Program Directorate, Dhaka. 35 24 11
30. General Manager (Commercial), Dhaka. 55 39 16
31. Repair, Rehabilitation and Augmentation of Grid Substations 24 14 10
(RRAGS) (East), Dhaka. (NB, this project is now complete)
32. Chief Engineer (Project), Dhaka. 25 14 11
33. Project Planning Directorate, Dhaka. 40 30 10
34. | Sylhet 90 MW CC (2™ Unit) Project, Dhaka. 16 7 9
35. Chief Engineer (Service), Dhaka. 23 11 12
36. Clearance & Movement, Dhaka. 18 13 5
37. Deputy Director, Generation, Diesel, Dhaka 70 29 41
38. 450 MW Thermal Power Station Construction Project, Dhaka 15 5 10
39. Central Equipment Repair Shop (CERS), Tongi 152 111 41
40. GM, Training, Dhaka. 8 3
41. Chief Engineer, Civil Works, Dhaka. 18 13
42. Director, Civil Works Directorate, Dhaka. 16 8
43. Civil Construction Division-1, Dhaka. 102 63 39
44, Civil Construction Division-2, Dhaka. 60 39 21
Sub Total A 2112 1420 692
Attached Field Offices
45. | Regional Training Centre, Tongi, Gazipur. 25 16 9
46. | XEN, PC Pole Construction Plant, Aricha, Manikganj. 53 42 11
47. | XEN, Regional Civil Construction Unit, Chittagong. 48 20 28
48. | Chittagong PC pole Construction Plant, HaliSahar, Chittagong. 46 27 19
Sub Total B 172 105 67
Manpower finished project (C) 63
Grand Total (A+B+C) 2284 1588 696
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10.2 FUNCTION AND STRUCTURE OF BPDB AS THE SINGLE B UYER

The most important function of the residual BPDB is that of single buyer. As the name
suggests, as single buyer is the sole offtaker (purchaser) of all bulk power produced by
generators. Conversely, it is the sole seller of bulk power to distribution/supply companies.

As noted in Section 2, transferring the single buyer function from BPDB to another entity
(even a corporatized successor) will require assigning the PPAs. This should not be on
the critical path for any restructuring program as it could result in lengthy delays. Hence,
BPDB should continue to serve as the single buyer until the PPAs are assigned to a
corporatized successor, at which point all personnel should transferred on an as-is,
where-is basis to the new corporatized entity.

The single buyer typically performs the following functions:

» System planning . It forecasts demand growth and determines the least
cost generation and transmission capacity additions to meet that growth. In
the new funding mechanism proposed for the sector, BPDB will prepare its
system plan as it does now, but then forward it to HoldCo for review and
funding analysis.

* Procurement . It procures new generation, typically on a competitive basis,
to meet expected demand.

» Contracting . It contracts with generators and distributors for the purchase
and sale of bulk power. PPAs will have to be developed for each of the new

» Settlement . It settles (i.e. invoices distributors and pays generators)
monthly for bulk power transactions.

BPDB currently conducts all of these functions except for procurement. While it
participates in the procurement process for new independent power producers (IPPs),
Power Cell leads this process on behalf of the Government of Bangladesh. BPDB
employees from participate with the Power Cell team for procurement and contracting.

Frequently the single buyer is kept separate from the transmission or generation
companies to prevent the potential for self-dealing, i.e. the conflict of interest that would
occur if an entity were responsible for both identifying least-cost investment and benefiting
from it. The structure envisioned here follows that approach.

The residual BPDB will not have an operating role for the physical delivery of power. It will
fulfill purely planning and commercial functions. Though it may participate in monthly
system operation coordination meetings with generators and PGCB, dispatch will remain
solely under PGCB’s National Load Dispatch Center (NLDC). The purpose of the monthly
coordination meetings will be to share information on the monthly load forecast, plant
operating costs, system constraints and scheduled maintenance so that the NLDC can
establish a supply curve against which merit order dispatch can be conducted. The BPDB
single buyer can contribute information on expected variable costs per the PPAs it holds,
as well as take note of forecast plant availability.

Following the organizational design principles presented in Section 4.1, the structure of
the BPDB Single Buyer should follow its value chain. The existing structure of BPDB
follows the electricity value chain, at least at a high-level. The structure shown in Exhibit
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1.9 should therefore be retained initially. As remaining operations of BPDB are
corporatized, those branches of the organization will move to the subsidiaries. By the time
the corporatization of subsidiaries is complete and BPDB performs only the single buyer
function, all of the organizational units under Member Distribution and Member Generation
will have been spun off along with all training, engineering, and logistics units to the
Support Services company. The remaining organizational units under Administration and
Finance will slim down as personnel and in some cases, entire units, move to the new
subsidiaries. Ultimately, BPDB as the single buyer will have on the order of 200 personnel
and an organizational structure along the lines of that shown in Exhibit 10.2.

Exhibit 10.2: Structure of Residual BPDB as Single Buyer

| Energy audit, security
| Secretary | & investigations

Administration System Planning

& Development

Director Director
Personnel Commercial Director
- System Planning
Director Director
Labor & Welfare Audit Director
: Procurement &
Director Contracting
Accounts
Director
Finance

The functions of each department would be much the same as in the existing BPDB.
Chairman
» Secretary would perform the usual corporate secretarial functions

» Energy Audit, Security & Investigations will check metering, billing and
collections

Administration

Personnel would handle the HR management cycle as shown in Exhibit 6.1
» Labor & Welfare would administer employee benefits
Finance

* Commercial would handle billing & collections, implementing the terms of
the contracts

» Audit would supervise audits
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» Accounts would keep the books

» Finance would forecast future financial performance, especially cash flow
needs, and would help assess the modality for future generation additions,
i.e. as IPP or under state-owned generation company.

System Planning & Development

» System Planning will create the system plan

* Procurement & Contracting will prepare and supervise contracting for all
generation, and will support Power Cell for procurement of new IPPs.

10.3 POWER SYSTEM RELIABILITY IN THE CORPORATIZED E NVIRONMENT

Reliability of power supply remains a major concern for the Government and other
stakeholders. These stakeholders seek to understand how corporatization (in particular
the establishment of HoldCo and focusing of BPDB as single buyer) can contribute to
improved power system reliability.

Reliability depends directly on two sets of activities:

» System control and operations . In the short term (real time, hours, days
and weeks), system reliability depends upon the monitoring and
management of system operation. This includes dispatch scheduling,
control of voltage, frequency and stability, load shedding and restoration,
feeder control, real-time balancing of connected load and generation,
system protection, etc.

* Planning, procurement, construction and commissioni ng. In the longer
term (months and years), system reliability depends on preparation of a
feasible least-cost plan and the subsequent procurement, construction and
commissioning of generation, transmission and distribution capacity
according to that plan, as well as acquisition of consumable items like fuel,
on a timely basis.

This report presents several recommendations regarding planning and procurement that
are intended to enhance system reliability in addition to other benefits. These
recommendations include:

* Improved performance management among operating companies,
supporting timely implementation of investment plans (Chapter 3)

» Creation of a financial planning function under HoldCo to optimize
allocation of available capex funding (Chapters 3 and 8)

* Inthe longer term, introduction of new modalities for sector funding
(Appendix K)

System control and operations, on the other hand, are not directly performed or affected
by HoldCo or the residual BPDB functioning as single buyer. These entities provide
commercial functions, not technical functions. They are not responsible for physical
operation of the system. More generally, corporatization is about long-term management
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of the power sector, not short-term operational control of the grid system. Both are
necessary for a successful sector, and they should be mutually reinforcing.

System operations should be the responsibility of PGCB (which includes the NLDC). It
must fulfill this responsibility by actively coordinating grid users, including generators and
distributors as well as any large consumers connected directly to the transmission system.
Standard international practice suggests that NLDC should convene monthly coordination
meetings attended by all generators (including IPPs), PGCB transmission, all distributors
and large direct consumers, as well as the single buyer. These meetings would review
planned maintenance, the operational load forecast, and cost inputs for merit order
dispatch. This would enable NLDC to prepare supply curves for each dispatch period over
the coming month, incorporating any dispatch constraints, as a basis for dispatch
scheduling on a merit order basis to the extent it is possible.

In addition, generators and distributors must follow the instructions of the NLDC. Certainly
implementation of Automatic Generation Control (AGC), transmission SCADA and
distribution automation systems can help centralize system control and ensure compliance
with instructions. However, such technology is not essential for effective NLDC control.
The fundamental requirement is that generators and distributors comply with NLDC
instructions regardless of how those are delivered.

Normally the specifics of such compliance would be documented in a grid code, which
ultimately would be enforced by a regulator. Although PGCB had developed a grid code, it
has not been fully introduced and the BERC is not yet in a position to formally adopt the
code and compel compliance.

These suggestions are consistent with the findings of the Fact Finding Committee
convened by Power Division to investigate the grid failures resulting Cyclone Sidr on 16
November 2007%". That report concluded that there were both technical as well as
managerial reasons for the duration and extent of the system outages resulting from
Cyclone Sidr. Technical causes included unreliability of telecommunications facilities, poor
operator controls and displays, absence of AGC and inadequate number of self-starting
units. Managerial causes include lack of responsiveness by some generators to NLDC
instructions, imprecise or unheeded load allocation commands to/by distributors, as well
as poor internal processes and controls within NLDC itself (including absence of
contingency plans and emergency training).

Therefore, until a grid code is formally adopted and enforced by the regulator, the Minister
of Power, Energy and Mineral Resources, or the Secretary (Power) as appropriate, should
establish a grid system operations committee, chaired by the head of system operation.
The instruction establishing this committee should:

* Identify members of the committee as the heads of the all generators
(including IPPs), distributors, and the single buyer (BPDB).

" Fact Finding Committee formed by Power Division, Presentation on Report on National Grid
Failures on 16 November 2007, 30 December 2007. This report drew heavily on a technical study
conducted by the Bangladesh University of Engineering & Technology (BUET).
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» Establish the sole authority of NLDC to control the real-time operation of
the system, accountable for operational reliability.

* Mandate that that all entities connected to the transmission system must
take timely action on instructions issued by the head of system operation
regarding real-time operation of the system

* Compel members of the committee to participate in monthly system
coordination meetings chaired by NLDC, and provide information
requested by NLDC for planning system operations.

» Provide for NLDC to report member compliance to the Government
authority issuing the instruction, and outline penalties for non-compliance

System operation is but one element of the electricity value chain. Exhibit 10.3 depicts the
complete value chain.

Exhibit 10.3: The Electricity Value Chain

p X . Metering, Monitoring &
System
] P Fman%rocurement Construction Dispatch Operations & Billing & Remedial

Forecasting Planning Planning Maintenance Collections Action

Ultimately, reliability of power supply depends upon execution of each element of this
value chain. The table in Exhibit 10.4 shows how responsibilities for performance of each
element of the chain may be allocated across the power sector entities described in this
report. The exhibit also indicates the document(s) that govern the execution of each
element of the chain. Not all of these documents have been prepared, but eventually the
sector will require the development of and adherence to these documents to guide each of
the sector entities in fulfilling its role.
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Exhibit 10.4: Post-Corporatization Responsibilities

Value Chain
Element
(Governing document)

Load forecasting
(Grid Code)

Generation
companies

Prepare
forecasts of
their own
availability and

PGCB (incl.
NLDC)

Prepares,
ensures
consistency of,
and distributes

Distribution
companies

Each prepares
bottom-up
forecast for own
service area for

Residual

BPDB (Single
Buyer)

For operational
forecasts:
receives
forecasts from

Across the Power Sector

HoldCo

codes & regulations)

transmission

potential output |day-, week- both planning PGCB

for both and month- and operational | For planning

operational and |ahead time scales forecasts:

planning time forecasts for consolidates,

scales system checks & ensures

operations consistency

System planning Provides Provides Plans local Formulates -
(Grid Code, generation transmission distribution system least-cost
Planning Code) inputs to plan inputs to plan | systems plan
Financial Proposes Proposes Proposes Provides least- Optimizes capital
planning capital capital capital cost plan details |allocation from
(HoldCo MOA / requirements for | requirements | requirements to HoldCo Government
AOA) plan for plan for plan across entities to

implementation |implementation | implementation best achieve

performance
contract targets

Procurement Procures fuel & |Procures Procures Works with Establishes
(Government spares, and transmission | distribution line | Power Cell to procurement
procurement may procure and grid sub- | materials and procure new authorization
regulations, new capacity as | stations sub stations generation and levels for
Tendering Code) authorized serves as PPA subsidiaries via

separately by counterparty shareholder role

regulator &

shareholder.
Construction Constructs new | Constructs Constructs new | - -
(Grid Code, other generation new distribution

Dispatch Follows system | Performs Follows system |Provides cost -
(Grid Code) operator system operator inputs to system
instructions operator role instructions operator per
through NLDC PPAs
Operations & Operates & Operates & Operates & - -
Maintenance maintains maintains maintains
(Grid Code, AOA / generation transmission distribution
MOA of entities, and NLDC
contracts & licenses)
Metering, Billing Bills Single Bills Performs retail |Bills distributors & | -
& Collections Buyer for power | distributors for | customer pays generators
(Grid Code, Supply produced transmission metering, billing | for bulk power
Code) services & collections supply
Monitoring & Internal Internal Internal Depends on Monitoring and
Remedial Actions monitoring and | monitoring and | monitoring and | whether Single performance
(Annual: HoldCo performance performance performance Buyer establishes | management of
MOA / AOA management to | management |managementto | performance SubCos in line with
Operational: meet SubCo- to meet meet SubCo- contract with HoldCo-
Grid Code, HoldCo SubCo-HoldCo | HoldCo Government or Government
contracts) performance performance performance becomes SubCo | performance
contract contract contract contract
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TECHNICAL ASSISTANCE
FOR THE

CORPORATIZATION OF THE BANGLADESH POWER DEVELOPMENT BOARD

OUTLINE TERMS OF REFERENCE FOR CONSULTING SERVICES

1. In close consultation with various stakeholders and in close collaboration with the
Ministry of Power, Energy, and Mineral Resources (MPEMR), BPDB, and the task force to be
established by the Government to corporatize BPDB, the consultants will undertake, but not be
limited to, the following tasks:

A. Phase |
1. Legal and Commercial Aspects of Corporatization
2. The legal and commercial corporatization tasks will comprise all of the procedural, legal,

and operational requirements for establishing a corporation, effecting the transfer and insuring
that the company has the rights and authorities needed to conduct the business. The tasks will
include the following:

0] Review the Memorandum and Articles of Association prepared for
registration of the corporatized company, and determine what, if any,
adjustments are required;

(i) Review the current legal and regulatory framework in Bangladesh
applicable to corporatization of BPDB,;

(iii) Review the existing organization and management structure of BPDB.
assess management systems including financing management,
personnel management, technical operations and inventory management,
etc.;

(iv) Review all relevant studies, reports, and policies related to corporatization
of power sector entities in Bangladesh including the final report of ADB’s
TA3343-BAN: Corporatization of the Ashuganj Power Station and ADB’s
report on Country Assistance Program Evaluation for Bangladesh (CAP:
BAN2003-03);

(V) Based upon existing conditions and the studies made above, suggest an
appropriate methodology and approach to corporatization of BPDB as a
holding company. This should include a timetable and schedule of
activites to be completed, and a clear assignment of
duties/responsibilities to ensure each step is completed. The
methodology should include legal as well as physical transfers of assets,
personnel, and liabilities;



(vi)

(vii)

(vii)

(ix)

(x)

(xi)

(xii)

(xiii)

(xiv)

(xv)

Determine what, if any, additional legal documents and/or instruments
would be required to effect the corporatization of BPDB as a holding
company;

Recommend the roles and functions of the proposed BPDB holding
company;

Define the functions and responsibilities of the new company after
corporatization and the relations of BPDB holding company and its
subsidiaries with other entities in the power sector;

Identify transactions between the corporatized company and other power
sector entities in the post corporatization period; review existing power
purchase agreements and gas purchase agreements signed between
BDPB and other relevant entities; recommend any changes in the
agreements, if any, for use by the corporatized company;

Prepared detailed functions, responsibility and organizational structure of
the Single Buyer after corporatization of BPDB,;

Identify legal steps to be undertaken to transfer assets and personnel
from BPDB to the corporitized company, and draft the necessary legal
documents;

Review and design an effective organizational and management
corporate structure for the corporatized company and its generation,
transmission, and distribution subsidiaries with defined functional
responsibility;

Define rules and responsibilities of the Board of Directors and
Management;

Establish performance criteria, and develop a summary business plan for
the corporatized company; and

Prepare a strategic paper for offloading of subsidiary companies’ shares
held by BPDB,;

2. Accounting and Financial Management

The scope of accounting and financial management tasks will include:

(i)

(ii)

(iii)

Review the existing BPDB'’s accounting system, internal control policies
and procedures, and recommend required improvements, if any;

Review of the general ledgers of BPDB to identify the relevant accounting
transactions and balances;

Complete a physical inventory count including fixed assets and inventory.
Assets should be categorized as operational or administrative;



(iv)

(v)

(vi)

(vii)

Review financial structure of BPDB, such as assets and liability structure,
debt/equity ratio, identify existing contracts and obligations, and
investment needs; and identify issues related to transfer of assets and
liabilities to the corporitized BPDB; and recommend any actions to
address the issues;

Appraise and recommend any adjustments to the assets and liabilities,
estimate the necessary working capital for the corporatized company and
prepared a proposal for the funding of the working capital requirements;

Prepare the disposal/divesture plan for the non-core business activities, if
any; and

Prepare financial projection for the corporatized company for the next 5
years.

3. Human Resources Management

4, The scope of human resources management in Phase | is to carry out a due diligence of
the organizational structure of BPDB, staffing issues, and employment rules and personnel
procedures. The tasks will include:

(i)

(ii)

(iii)

Develop a realistic staffing plan for the corporatized BPDB, assess
BPDB’s existing staffing capabilities, and evaluate impacts of
corporatization on the existing staff of BPDB,;

Prepare draft job descriptions and qualification requirements for key
positions of the corporatized company;

Propose a draft salary structure suitable for the corporatized BPDB;

(iv) Identify bottlenecks for transfer of employees from BPDB to the
corporatized company and propose solutions;
(V) Prepare need analysis of management training for the new managers;
and
(vi) Identify training requirements for the corporatized company’s positions, if
any.
B. Phase
5. Building on the work conducted in Phase | and taking into account the comments of the

Government, ADB on the Phase | work as well as the outcome of the workshop, the consultant
will undertake the following activities during Phase II.

1. Development of Management Information System

(i)

Determine the MIS system requirements for the corporatized company
including human resources management, physical asset management,
inventory management and financial management;



(ii)

(iii)

(iv)

Design MIS system including determination of daily and monthly MIS
reporting formats to enable management of the corporatized company to
focus on key issues;

Determine hardware and software requirements (specifications and
budgets) for implementation of MIS; and

Determine staffing requirements and training needs of MIS personnel for
the corporatized company.

Assistance in Corporatization/Initial Operation

(i)

(ii)

(iif)

(iv)

(v)

(vi)

(vii)

Develop strategies to minimize the social impact of the corporatization
process;

Assist the Government and BPDB in conducting pubic
awareness/communication with stakeholders on the corporatization
process;

Finalize corporate governance issues including (a) the roles and
responsibilities of the Board of Directors, approval/authorizations,
stockholder rights; (b) financial operations such as funding, controllership,
banking/trustee; and (c) responsibilities, incentives, and accountability of
management;

Finalize human resources plans including (a) employee transfer scheme;
(b) voluntary early retirement plan; and (c) new employment terms and
conditions, and (d) organizational structure and staffing for the new
company; and propose recommendations on the issues related to
implementation of human resources plans;

Finalize financial management operations including (a) identifying and
evaluating the assets and liabilities to be vested to the new company; (b)
establishing the debt/equity structure of the new company at the outset
and the share and loan capitals of the new company; (c) identifying the
required start-up or working capital for the new company; (d) projecting
an opening balance sheet for the new company when the legal transfer of
operations, employees, assets and liabilities is expected to take effect;
and (e) presenting a ten year corporate plan for the new company;

Recommend financial management operations including forecasting,
startup and long-term capital raising, and cash flow management; and

Finalize recommendations on divestment of BPDB shares in its subsidiary
companies.
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The Companies Act, 1994
(Act No.XVIII of 1994)

A Public Company Limited by Shares

MEMORANDUM OF ASSOCIATION
OF

HOLDING COMPANY LIMITED

The name of the Company is 'HOLDING COMPANY LIVED'.
The Registered Office of the Company shall be stian Bangladesh.

The principal objective of the Company is to owstablish, set up, found, form,
incorporate and promote subsidiary companies. Miitprejudice to the generality of
the foregoing provision, the Company shall, in jgatar have the following object
and powers:

To take over, acquire and own the shares offdthewing companies, which are
engaged in the business of generating, transmittirayling, supplying, storing,
distributing and/or marketing of electrical energy, in the business of providing
support services for the above activities, namely:

a) West Zone Power Distribution Company Limited

b) Electricity Generating Company of Bangladesh Limhite

c) Ashuganj Power Station Company Limited

d) Power Grid Company of Bangladesh Limited

e) Dhaka Power Distribution Company Limited

f) Dhaka Electric Supply Company

g) North West Zone Power Distribution Company Limited

h) South Zone Power Distribution Company Limited

i) Central Zone Power Distribution Company Limited

To invest in the power sector in all or partleé equity of existing and/or new power
generation, transmission trading, supply, storagestribution and/or marketing
companies, or in companies providing support sess/for the above activities..

To sell any of its investments in subsidiariesother companies to others at fair
market value.

To merge with and amalgamate for the bettermerthefCompany with any other
company whose objects are or include objects simdathose of the Company,
whether by sale or purchase (for fully or partlydeap shares or otherwise) of the
undertaking, subject to the liabilities of the Canp or any such other company as
aforesaid, with or without winding-up or by salepurchase (for fully or partly paid-



10.

11.

up shares or otherwise) of all or a controllingenasst in the shares or stocks of the
Company or any such other company as aforesaidbyompartnership or any
arrangement of the nature of partnership or in@hgr manner.

To take part in the formation, promotion and/or ewsion of any company (other
than subsidiary companies) or undertaking condisteith the objects of the
Company.

To acquire, hold, purchase, take on lease, exghaire, sell, transfer, let, mortgage,
pledge, assign and/or otherwise dispose of propédih movable and immovable,
including land or interest in land, buildings, easats, rights, privileges, concessions,
patents, patent rights, trademarks, trade nanws)des, processes, machinery, plant,
equipment, stock-in-trade and any other moveablenorovable property of any kind
whatsoever necessary or convenient for the purpdser in connection with the
business of the Company and to pay for the sanhereib cash or shares, with or
without preferred rights in respect of dividende tiepayment of capital or otherwise
or by any securities which the Company has powesiee or partly in one mode and
partly in another and generally on such terms aitimpany may determine.

To enter into any partnership, arrangement for isgaprofits, union of interests,
reciprocal concession or co-operation with any canyp firm or person carrying on
or proposing to carry on any business within thgects of the Company and to
acquire and hold, sell, deal with or dispose ofratastocks or securities of any such
company and to guarantee the contracts or ligsliof or the payment of the
dividend, interest or capital of any shares, stawksecurities of such company and to
subsidise or otherwise assist any such company.

To purchase or otherwise acquire and undertakeralhiny part of the business,
property and transaction of any company carrying amy business which the
company is authorised to carry on or which is otl&g suitable for the purpose of
the Company.

To establish or promote or concur in establishingg@moting any other company
whose objects include the acquisition and takingroef all or any part of the
business, undertaking, property, right, assetjliipfand transaction of the Company
or the promotion of which shall be, in any manmaiculated to advance, directly or
indirectly, the objects or interests of the Company to acquire and hold or dispose
of shares, stocks or securities of and guarantepaliment of the dividend, interest or
capital of any shares, stocks or securities isbyemhy such company.

To enter into any arrangement with any Governmertber authorities (supreme,

municipal, local, statutory or otherwise) and tdamb from any such Government or

authority for the Company or its subsidiaries @hts, concessions and privileges that
may seem conducive to any or all of the Companljsais.

To represent all its subsidiary companies in puliii@ncing matters, including
project finance, with the Government and all itserages, organizations and
authorities concerned, including without limitatidghe Power Division and the
Planning Commission of the Government.
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13.

14.
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16.

17.

18.

19.

20.

21.

To negotiate with and obtain from the Governmenamy other lawful source on its
own behalf or on behalf of its subsidiaries fundd &éinancing in the form of grants,
loans, equity or any other legally permissible foramd determine the allocation
thereof, including without limitation to arrangegribow, raise, receive, seek, obtain
and accept grants, gifts, monies, funds, loansatioms, technical and financial
assistance and foreign aids of any nature whatsaegeired for the purposes of the
Company from the Government, local authorities,ksaand financial institutions,
foreign donors and international and other bildteaad multilateral financing
institutions, with or without security, for the Cpany and transfer such monies to the
subsidiary companies at agreed terms as and wleneatkenecessary and expedient.

To appoint, engage, employ, maintain, provide forrugctake on lien/deputation or
on contract and dismiss, terminate or discontinue $ervices of any chairman,
managing director, director, secretaries, managaecspuntants, staff, employees,
officers, superintendents, advisers, consultant®rreys, engineers, technicians,
experts, agents, clerks and labourers of the Comnpad to remunerate any such
person at such rate and in such manner as maybaerttfit.

To appoint or nominate directors of its subsidgoe other investments .

To make, monitor and enforce performance contraittsits subsidiary companies or
other investments.

To monitor and evaluate performance of the subsidiampanies, investments and
undertakings for continuous improvement and develut of the affairs and
businesses of these holdings.

To hold powers of attorney in financial mattersbaalf of its subsidiary companies.

To open and operate bank accounts (current, sasinggherwise) with any scheduled
banks or financial institutions and obtain the lisciof overdraft, cash credit, term
loan or otherwise with such banks or financialitnibns and to pay money from any
such account.

To invest and deal with the money of the Company,immediately required by the
Company for the purpose of its business, in or upach securities or investments
and in such manner as may, from time to time, bberdened by the Company.

To draw, make, accept, endorse, negotiate, discanttexecute promissory notes,
bills of exchange and other negotiable instrumesmsl commercial or trading
documents.

To guarantee, indemnify or become liable for thgnpant of money or for the
performance of any obligation by any of its sulesigicompanies in respect of all
debts, contracts and facilities granted or to bengrd by any bank or financial
institution to any of its subsidiaries and to garey kind of security for the payment of
such money or the performance of such obligatiorslagh companies and for the
aforesaid purposes to enter into any contract(sunéty either alone or with co-
sureties and in any such contract of surety to evaiV or any of the privileges to
which sureties are by law entitled and to securenecessary, any obligation(s)
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undertaken by the Company as guarantor or co-gtaran otherwise by mortgage,
charge, assignment or otherwise of the whole orpamiyof the undertaking, property,
assets or revenue of the Company, present or futwleding its uncalled capital.

To prepare consolidated financial statements fer @ompany in accordance with
Bangladesh Accounting Standards and/or Interndtido@ounting Standards.

To appoint external auditors for its subsidiariesl @nsure that their audit programs
are in accordance with Bangladesh Standards ontiAgdiand/or International
Standards on Auditing.

To co-ordinate, monitor and review the internal indignction in all its subsidiary
companies.

To monitor and review compliance with and perforoarof any performance
contract entered into between the Company and ahgidiary thereof or with the
directors of those subsidiaries, conduct any inquito or carry out an audit of
performance contract related issues, and reviewogieally the internal audit report
of any such subsidiaries.

To receive for itself by transfer from the Govermmelocal or other competent
authorities, organisation, body, bank or finandratitution, within Bangladesh or
outside, any project, equipment and/or assets whetlevable or immovable.

To promote, organize, establish and maintain bramdiaison offices and agencies of
the Company in Bangladesh or in any other parhefworld as may be necessary or
useful for carrying on the business and objectthefCompany and to manage and
control such branch or liaison offices and agenaied to delegate such powers and
functions to such branch or liaison offices and reggs as may be considered
necessary.

To mortgage and charge the undertaking of all grairthe moveable and immovable
property and assets, present or future, and alingrof the uncalled capital for the
time being of the Company issued at a premium acalint and for such
consideration and with and subject to such rigtasvers, privileges and conditions as
may be thought fit, debentures or debenture stither permanent or redeemable or
repayable, and to make and issue other forms afrisg@nd collaterally or further to
secure any securities of the Company by a trust deether assurances.

To subscribe for, buy, sell, hold in the name o tbompany or any nominee, or
transfer shares, stocks, promissory notes, boragations and securities issued or
guaranteed by any body (whether corporate or npérson, association or
Government Authority (including legal agency or gliision thereof).

To grant pensions, allowances, gratuities, bonasesother benefits to the officers,
ex-officers, employees (including directors anddeectors) of the Company or the
dependants or connections of any such personsaedtablish, contribute to and
maintain or concur or join with any other companm®porations, firms or persons in
establishing, contributing to and maintaining tsyusfund or schemes (whether
contributory or non-contributory) with a view togwiding pensions, provident fund
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benefits, sickness or compassionate allowancesaksurances or other benefits to
any such persons as aforesaid.

To sell, improve, manage, develop, exchange, mgetgdispose of, turn to account,
let, lease (whether on rent, royalty or with shakerofits or otherwise) and, in any
other manner, deal with all or any part of the utadeng, property, asset and right of
the Company and to grant licences, easements hadrights in or over the same and
to sell or dispose of the business, undertakingpgnty, right, asset, liability and
transaction of the Company (including shares, soblonds, debentures, mortgage
and other obligations or any of them) and in angudh cases to accept payment for
the same either in cash (by instalments or othejwis in fully or partly paid-up
shares of any other company or corporation, witlvibinout preferred or deferred or
guaranteed rights in respect of dividend or repaynoé capital or otherwise, or in
debentures, mortgage, debenture-stocks or otheurises of any company or
corporation, or partly in one mode and partly inother, or for such other
consideration and generally on such terms as thmp@oy may determine and to
hold, dispose of or otherwise deal with any shastscks or other securities so
acquired.

To enter into and perform all such contracts asn#éy consider necessary or
expedient.

To train personnel, cause studies, surveys, expetsror research to be made and to
contribute towards the costs of any such studies/eys, experiments or research
made by any other body, agency or organisation.

To support, conduct and arrange training prograseninars, workshops and
meetings for the promotion of interaction amongstegnment organizations, trade
associations and similar types of businesses, gsinfieal societies, individuals and
institutions for advancing the objectives of then@pany.

To become a member of and represent the Compangetings of local, national and
international organizations and bodies concerneth vectivities connected or
associated with any of the businesses of the Coynpad to provide services of all
kinds to such organizations and bodies and to regoand enter into national and
international agreements in matters of concermterést to the Company.

To pay all expenses incidental to the formatiopm@motion of the Company or any
other company promoted wholly or in part by the @amy and to remunerate any
person or company for services rendered or to ieered with regard to the same.

To do all such other lawful things as are incidentaconducive to the attainment of
the aforesaid objectives or any one of them arfdrtber the value and growth of the
Company.

To do all or any of the matters and things mentibimethe preceding paragraphs in
any part of the world and either as principals, rgje trustees, contractors or
otherwise and either alone or, as in joint-ventureonjunction with others and either
by or through agents, sub-contractors, trusteesharwise.



It is declared that notwithstanding anything comedi in the foregoing object clauses of the
Memorandum of Association nothing contained thestiall be construed as empowering the
Company to directly undertake the business of etgtyt generation, transmission, trading,

storage, distribution, marketing or supply on igaaccount.

IV)  The liability of the Members is limited.

V) The Authorised Share Capital of the Company ks T (Taka only)
divided into ( ) shares of Tk. (Taka only)
each. The Paid-up Share Capital of the Compani.is T (Taka only).

We, the several persons whose names, addresseeseriptions are subscribed below, are
desirous of being formed into a company in pursaasfcthis Memorandum of Association
and we respectively agree to take the number afeshia the capital of the Company set
opposite our respective names and hereunder sbhbgorthe Memorandum:

Names, Addresses, Number of | Signature of Name, Addresses
Descriptions and Nationality] Shares Subscribers and Description of
of the Subscribers taken by Witnesses
each
Subscriber
1.
2.
3.
4.
5.
6.
7.

Dated : the day of , 2007
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1.

The Companies Act, 1994
(Act No.XVIII of 1994)

A Public Company Limited by Shares

ARTICLESOF ASSOCIATION

OF

HOLDING COMPANY LIMITED

PRELIMINARY

The Regulations contained in Schedule-I to tboem@anies Act, 1994, shall not apply
to the Company except in so far as the same aesateg, contained or expressly
made applicable in these Articles or by the Act.

In these Articles, unless there is somethinghim subject or context inconsistent

therewith:

(a) 'Act’ or 'the said Act' means the Companies 2864, or any amendment thereto
or re-enactment thereof for the time being in force

(b) ‘Annual General Meeting’ means the general mmgebf the Company held in
accordance with Section 81 of the Act;

(c) 'Articles’ mean the articles of association of @@mpany as hereby framed and/or
as altered, from time to time, by special resoluttdthe Company;

(d) 'Auditor’ means any person appointed as ait@uchder the Act;

(e) 'Board' or ‘Board of Directors’ means the boafdlirectors for the time being of
the Company;

() ‘Chairman’ means the chairman for the time lgenithe Board of the Company;

(g) 'Company' means HOLDING COMPANY LIMITED formeuhd registered under
the said Act;

(h) ‘Debenture’ includes debenture stock, bonds amg¢ other securities of a
company, whether constituting a charge on the ssfetompany or not;

(i) 'Director’ means any of the directors for themd being of the Company and
includes any person occupying the position of Roeof the Company, by
whatever name called;

() 'Dividend' includes bonus shares;

(k) ‘Energy’ means electrical energy, when generateansmitted, supplied or used
for any purpose;

() ‘Extraordinary Resolution’ means a resolutiomhich has been passed by a
majority of not less than three-fourths of such rbers entitled to vote as are
present in person or by proxy at a general meeainghich the notice of the
meeting included the intention to propose the rggmt as an extraordinary
resolution;

(m)‘General Meeting’ of the Company means a megetinthe members and includes
annual general meeting and extraordinary generatings;



(n) ‘Government’ means the government of the Pésitepublic of Bangladesh;

(o) 'Managing Director' means a managing direcfggoanted as such for the time
being of the Company and is the chief executiveeeiffof the Company;

(p) ‘Member’ is a natural or juridical person whaseme is entered in the register of
members of the Company;

(q) 'Month' means a calendar month;

() ‘Power’ includes hydraulic as well as thermaler, electrical power, electrical
energy, steam, gas or any other power notifiechbyGovernment;

(s) ‘Proxy'includes an attorney duly constitutedier a power of attorney;

(t) 'Register of Members' means the register of bem to be kept pursuant to
Section 34 of the Act;

(u) 'Registrar’ means a registrar or any otherceffi by whatever designation,
performing under this Act the duty of registratmicompanies;

(v) 'Seal' means the common seal of the Company;

(x) 'Share' means a share in the capital of thegamyand includes stock.

In these Articles, unless the context otherwesguires, expressions defined in the
Companies Act, 1994, shall have the meanings soatefand words importing the

singular shall include the plural and vice versd amords importing the masculine

gender shall be taken to include females and wong®rting persons shall include

bodies corporate and expressions referring to ngrighall include references to
printing, typewriting, lithography, photography aady other mode of representing or
reproducing words in visible form.

PUBLIC COMPANY

The Company is a public limited company within theaning of Section 2(1)(r) of
the Act.

AUTHORISED SHARE CAPITAL

The Authorised Share Capital of the Companyi &leallk.

(Taka only) divided into ( ) shares of

Tk. (Taka only) .eddte Paid-up Share

Capital of the Company shall be Tk. (Taka only).
SHARES

By an Extraordinary Resolution of the members, aimam of 49% (forty nine
percent) of the issued shares of the Company maypfteeed to the public for
subscription from time to time. A minimum of 51%ft{f one percent) of the issued
shares of the Company shall at all times be owryetthds Government or its agencies,
instrumentalities, corporations, companies or n@a#) which cannot and will not be
offered to the public for subscription.

After shares are offered for public subscriptiontbg Company, the shares which
have been offered for public subscription shaltlassified as ‘Group-B Shares’ and
the shareholders holding the ‘Group-B Shares’ shall classified as ‘Group-B
Shareholders’. The shares retained by the Govermman its agencies,



10.

11.

12.

13.

14.

instrumentalities, corporations, companies or n@@shall be classified as ‘Group-
A Shares’ and the holders of the ‘Group-A Sharésilisbe classified as ‘Group-A
Shareholders’. All the Group-A and Group-B Shardbos shall have equal rights.

Without prejudice to any special right previgusbnferred on the holders of existing
shares, the Company may, from time to time, by igpeesolution determine the
following matters:

(a) issue of preference shares whether redeemabd¢herwise, deferred shares or
shares having special right; and

(b) restrictions that may be imposed with regarddieidend, voting, return of
share capital or any other matter.

ALLOTMENT OF SHARES

The Board of Directors shall, as regards angtraknt of shares, duly comply with
such of the provisions of Sections 148 and 151hef Act as may be applicable
thereto.

Any issue of further or new shares at any tm&l be made in such manner so as to
maintain the minimum 51% ownership of the sharehéncapital of the Company by
the Government.

The shares in the capital of the Company diellinder the control of the Board of
Directors, who may allot them or otherwise dispos¢he same or any of them to
such persons in such proportion and on such temdscanditions, and either at a
premium or at par or, subject to compliance witbhsof the provisions of Section

153 of the Act as may be applicable thereto, aisaodnt, and at such time as the
Board of Directors may, from time to time, thinkdind proper.

SHARE CERTIFICATE

Every person whose name is entered as a Memllee Register of Members shall,
free of cost, be entitled to a certificate undee dtommon seal of the Company
specifying the shares held by him and the amouitt @ thereon: provided that in

respect of shares held jointly by several pershesGompany shall not be bound to
issue more than one certificate and delivery oéwifccate for one or more shares to
one of several joint holders shall be sufficiertvaey to all.

If a share certificate is defaced, lost or mgstd it may be renewed and a duplicate
share certificate may be issued on payment of feefas may be determined by the
Board of Directors and on such terms, if any, aguwwmence and indemnity as the
Board of Directors may think fit.

CALL ON SHARES

The Board of Directors may, from time to tinmeake calls upon the Members in
respect of any moneys unpaid on the shares hettdy, provided that no call shall
exceed one-fourth of the nominal amount of the esloarbe payable at less than one
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month from the last call and each Member shalljesiilio receiving, at least, 14
(fourteen) day's notice specifying the time of pawt pay to the Company at the
time so specified the amount called on his shares.

The joint-holders of a share shall be jointhd aseverally liable to pay all calls in
respect thereof.

If a sum called in respect of a share is nad pafore or on the day appointed for
payment thereof, the person from whom the sum & shall pay interest upon the
sum at a rate to be determined by the Board ofciire from the day appointed for
the payment thereof to the time of the actual paynmut the Board of Directors shall
be at liberty to waive payment of that interest ighor in part.

The provisions of these Articles as to paynmwdnnterest shall apply in the case of
non-payment of any sum which, by the terms of allit of a share, becomes
payable at a fixed time, whether on account ofaim®unt of the share or by way of
premium.

The Board of Directors may make arrangementghenallotment of shares for
difference between the holders in the amount dé dal be paid and in the times of
payment.

The Board of Directors may, at its option, reeefrom any Member willing to
advance all or any part of the moneys uncalled wanghid upon any shares held by
him and upon all or any of the moneys so advancag pay to such Member interest
at such rate as may be agreed upon between the &dgraping the sum in advance
and the Board of Directors.

COMMISSION ON SUBSCRIPTION OF SHARES

The Company may, at any time, pay commissioany person for subscribing or
agreeing to subscribe (whether absolutely or caditly) for any shares in the
Company or procuring or agreeing to procure supsoris (whether absolute or
conditional) for any shares in the Company; prodjdeowever, that the commission
shall not exceed 1.5% (one and a half per centh@ivalue of the shares subscribed
for or to be subscribed in each case. The Comparyaiso, with the prior consent of
the Securities and Exchange Commission, pay ornisaug of shares such brokerage
as may be lawful; provided, however, that such erage shall not exceed 1% (one
per cent) of the value of the shares, debentuebenture-stock paid up at the time
of issue.

LIEN AND FORFEITURE OF SHARES

The Company shall have a lien on the following ekaand also on all dividends
payable thereon, namely:

(a) all shares other than fully paid-up shares, for mthneys whether presently
payable or not, called or payable at a fixed timesspect of that share; and

(b) all shares, other than fully paid-up shares, stapdegistered in the name of a
single person, for all moneys presently payablehiby or his estate to the
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Company.

The Directors may, at any time, declare any suelesto be wholly or partly exempt
from the provisions of this Article.

The Company may sell, in such manner as thedBafaDirectors think fit, any share
on which the Company has a lien; provided, howetreat no sale shall be made,
unless some money, in respect of which the liestgxis payable in cash and a period
of 14 (fourteen) days had expired after a writtetiae, stating and demanding such
money, has been served upon the holder of the sbgistered for the time being or
upon the person entitled to the share by reasdheoformer shareholder's death or
insolvency.

The proceeds of the sale shall be applied ymeat of such part of the amount, in

respect of which the lien exists, as is presendlyaple and the residue shall, subject
to a like lien for sums not presently payable asted upon the shares prior to the

sale, be paid to the persons entitled to the starée date of the sale. The purchaser
shall be registered as the holder of the sharesharghall not be bound to see to the
application of the purchase-money, nor shall his to the shares be affected by any
irregularity or invalidity in the proceeding in egEnce to the sale.

Where the Company sells any share in pursuahtee preceding Articles and the
former holder of the share does not deliver theeshartificate for the share(s) to the
Company, the Board of Directors may issue a newificate for such share(s)
distinguishing it, in such manner as they think fiom the certificate not so
delivered.

If a Member fails to pay any call or instalmerita call on the day appointed for
payment thereof, the Board of Directors may, at aimg thereafter as any part of
such call or instalment remain unpaid, serve aceath him requiring payment of so
much of the call or instalment as is unpaid togetiegh any interest which may have
accrued.

The notice shall name a further day, not eathian the expiration of 14 (fourteen)
days from the date of the notice, on or before wlilee payment required by the
notice is to be made, and shall state that in emteof non-payment at or before the
time so appointed, the shares in respect of wiielcall was made will be liable to be
forfeited.

If the requirements of any such notice as aficeare not complied with, any share in
respect of which the notice has been given magngtime thereafter, but, before the
payment required by the notice has been made, rbatéal by the resolution of the
Board of Directors to that effect.

A forfeited share may be sold or otherwise asgg of on such terms and in such
manner as the Board of Directors think fit, andray time before a sale or disposition
of the forfeiture may be cancelled on such termha®oard of Directors think fit.

A person whose shares have been forfeited sballe to be a Member in respect of
the forfeited shares, but shall, notwithstandirgmain liable to pay to the Company
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all moneys which at the date of the forfeiture wpresently payable by him to the
Company in respect of the shares, but his liabiihall cease if and when the
Company receives payment in full of the nominal amaof the shares.

A duly verified declaration in writing that tlideclarant is a Director of the Company,
and that a share in the Company has been dulyitedf®n a date stated in the
declaration, shall be conclusive evidence of thesfdherein stated as against all
persons claiming to be entitled to the share. Siestiaration and the receipt of the
Company for the consideration, if any, given foe ghare on the sale or disposition
thereof shall constitute a good title to the sharee person who becomes the
shareholder, under the provisions of this Articeall be registered as the holder of
the share and shall not be bound to see to thecapiph of the purchase-money, if
any, nor shall his title to the share be affectgdaby irregularity or invalidity in the
proceedings in reference to the forfeiture, saldigposal of the share.

The provisions of these Articles as to forfiegtahall apply in the case of non-payment
of any sum which, by the terms of issue of a sha@epmes payable at a fixed time,
whether on account of the amount of the shareyavdy of premium, as if the same
has been payable by virtue of a call duly maderantified.

TRANSFER AND TRANSMISSION OF SHARES

Subject to such of the restriction of thesechss as may be applicable any Member may
transfer all or any of his shares by instrumentiiting in any usual or common form or
any other form which the Directors may approve.

The right to transfer the shares of the Companil beaestricted insofar as to ensure
that at no times shall the number of issued andtaatling shares of the Company
held by the Government of Bangladesh, its agenmiegsstrumentalities fall below
51% of the issued and outstanding shares of thep@oyn and the Company shall not
register any transfer of shares which will resalsuch a fall in number of the shares
held by the Government of Bangladesh, its agermi@sstrumentalities.

The instrument of transfer of any share inGloenpany shall be executed both by or
on behalf of the transferor and the transfereethadransferor shall remain holder of
the share until the name of the transferee is edter the Register of Members in
respect thereof.

The Board of Directors may decline to registey transfer of shares, not being fully
paid-up shares, to a person of whom they do notoappand may also decline to
register any transfer of shares on which the Compas a lien.

The Board of Directors may suspend the registraf transfer of shares during the
14 (fourteen) days immediately preceding the AnnGaneral Meeting of the
Company in each year.

The Board of Directors may decline to recogmisg instrument of transfer or refuse

to register such transfer, unless:

(a) a fee not exceeding a sum as may be fixed by tlaedBaf Directors is paid to the
Company in respect thereof;
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(b) the instrument of transfer of share is accompabiedhe certificate of share to
which it relates; and

(c) such evidence as the Board of Directors may reddpmnaquire to show the right
of the transferor to make the transfer has beandoed.

If the Directors refuse to register or declinerecognise the transfer of any shares,
they shall, within 1 (one) month after the datendmch the instrument of transfer was
lodged with the Company, send to the transferee thadtransferor notice of the
refusal or non-recognition of the transfer.

The executors, administrators or legal heira deceased sole holder of a share shall
be the only persons recognised by the Company\asdany title to the share. In the
case of a share registered in the names of 2 (@wayore holders, the survivor or
survivors shall be the only persons recognisechkeyGompany as having any title to
the share.

Any person becoming entitled to a share in @guence of the death or insolvency of
a Member shall, upon such evidence being produsetiay, from time to time, be
required by the Board of Directors, have the rigjtiier to be registered as a Member
in respect of the share or to make such transfethefshare as the deceased or
insolvent person could have made: provided, howetet the Board of Directors
shall have the same right to decline to recogrisettansfer or to refuse or suspend
the registration of the transfer as they could hdaree had the transfer been made by
the deceased or insolvent shareholder before hih ae insolvency.

A person becoming entitled to a share, by meadahe death or insolvency of the
holder, shall be entitled to the same dividends atiger advantages to which he
would be entitled if he were the registered holoethe share; except that, he shall
not, before being registered as a Member, in reésgebe share, be entitled in respect
of it to exercise any right conferred by membershipelation to the meetings of the
Company.

ALTERATION OF SHARE CAPITAL

The Board of Directors may, with the sanctidérine Company in general meeting,
increase the share capital of the Company by such # be divided into shares of
such amount, as may be prescribed in the genetinge

The new shares shall be subject to the sanwspmoes with reference to the payment
of calls, lien, transfer, transmission, forfeitumad otherwise as the shares in the
original share capital.

Subject to any resolution sanctioning the iaseeof share capital, all new shares
shall, before issue, be offered to such persord tee date of the offer are entitled to
receive notices from the Company of general mestingroportion to the amount of
the existing shares to which they are entitled. ©ffer shall be made by notice
specifying the number of shares offered and limgigntime within which the offer, if
not accepted, will be deemed to be declined aret Hfe expiration of that time or on
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the receipt of an intimation from the person to whthe offer is made that he

declines to accept the shares offered, the BoaRirettors may dispose of the same
in such manner as they think most beneficial to Gmenpany. The Directors may,

likewise, so dispose of any new shares, which,eagon of the ratio the new shares
bear to shares held by persons entitled to an affenew shares, cannot, in the
opinion of the Directors, be conveniently offeredlar these Articles.

The Company may, by special resolution, rediscehare capital in any manner and,
with and subject to any applicable provisions of Ew for the time being in force in
Bangladesh.

The Company may, by ordinary resolution:

(a) consolidate and divide its share capital inbares of larger amount than its
existing shares;

(b) by sub-division of its existing shares or arfifhem, divide the whole or any part
of its share capital into shares of smalleroant than is originally fixed by
the Memorandum of Association subject, nevertheléssthe provision of
paragraph (d) of sub-section (1) of Section 5AefAct; and

(c) cancel any shares which, at the date of tksipg of the resolution, have not been
taken or agreed to be taken by any person.

BORROWING POWERS

The Board of Directors may, subject to the mions of Section 121 of the Act, from
time to time, at their discretion, raise or borrram any source any sums of money
required for the purpose of the Company and ramk secure the payment or re-
payment of such sums of money or loan in such nraand upon such terms and
conditions in all respects as they may think fid ain particular, by the issue of shares
or debentures or by making, drawing, accepting midoesing on behalf of the
Company any promissory notes, bills of exchangdgyogiving or issuing any of the
securities of the Company or by the creation oftgage, charge or hypothecation on
all or any of the properties of the Company, botbspnt and future, including the
uncalled capital of the Company for the time bedndpy giving or creating mortgage,
charge or hypothecation on any property of anydtpaurty as collateral security, and
the Directors may, on behalf of the Company, guaeithe whole or any part of such
loan or debts incurred by the Company with powersdcure guarantee against the
liability in respect of such loan or debts and, eyally, to borrow money on such
future terms and conditions as may be mutually edy® by the lenders and the
Board of Directors of the Company.

STATUTORY AND GENERAL MEETINGS

The Company shall, within a period of not l#sm 1 (one) month and not more than
(six) months from the date at which the Compangnstled to commence business,
hold a general meeting of the Members of the Compeatich shall be called the
Statutory Meeting and in connection therewith, Bieectors shall comply with the
provisions of Section 83 of the Act. All the exgjiDirectors of the Company shall
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retire at the Statutory General meeting and neectbrs shall be elected from among
persons selected by the Selection Panel in accoedaith Article 73 below.

A general meeting of the Company shall be tétlin 18 (eighteen) months from the

date of its incorporation and, thereafter, oncéeast in every calendar year at such
time not being more than 15 (fifteen) months after holding of the last preceding

general meeting, and at such place as may be preddry the Company in general

meeting. Such general meeting shall be called AnGeaeral Meeting and all other

general meetings of the Company, other than theut®tst Meeting, shall be called

Extraordinary General Meeting.

The Board of Directors may, whenever they tHihkcall an Extraordinary General

Meeting and Extraordinary General Meetings shalb d&le called on such requisition,
or in default, may be called by such requisitiaists provided by Section 84 of the
Act. If at any time there are not within Bangladesiificient Directors capable of

acting to form a quorum at a meeting of the Bodr®icectors, any Director or any

two Members of the Company may call an Extraordin@eneral Meeting in the

same manner as nearly as possible as that in whégtings may be called by the
Directors.

PROCEEDINGS AT GENERAL MEETING

Subject to the provisions of sub-section (2pettion 87 of the Act relating to special
resolution, 14 (fourteen) days notice shall be egrspecifying the agenda, place, the
day and the hour of meeting and, in case of spbasihess, the general nature of that
business, shall be given, in manner hereinaftertioreed, or in such other manner, if
any, as may be prescribed by the Company in gemegating, to such persons as are,
under the Act or these Articles, entitled to reeesuch notice from the Company; but
the accidental omission to give notice to or tha-receipt of notice by any Member
shall not invalidate the proceedings at any genmagating.

In reckoning the 14 (fourteen) days the dayvbich the notice is served or deemed
to be served is excluded but the day for whichago given shall be included.

In the case of a general meeting where a dpesalution is proposed to be passed,
21 (twenty-one) days notice specifying the intemtto propose the resolution as a
special resolution must be given.

All business shall be called special businéss is transacted at an Extraordinary
General Meeting, but the sanctioning of a dividethé, consideration of the accounts,
balance-sheets and the ordinary report of the Rireand Auditors, the election of
Directors and other officers in the place of thoet&ring by rotation and the fixing of
the remuneration of the Auditors shall not be chfipecial business.

No business shall be transacted at any gemezeling unless a quorum of Members
is present at the time when the meeting proceedrmatsact business and, save as
herein otherwise provided, 5 (five) Members perdigmaesent shall be a quorum.

If within half an hour from the time appointéor the meeting a quorum is not
present, the meeting, if called upon the requisibb Members, shall be dissolved. In
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any other case, it shall stand adjourned to theesday in the next week at the same
time and place, and if, at the adjourned meetingu@um is not present within half
an hour from the time appointed for the meeting kKembers present shall be a
quorum.

The Chairman shall preside at general meetilfighe Chairman is unavailable to
attend a general meeting, the Board of Directoadl slelect one of their Members to
preside as Chairman at a general meeting of thep@own

If at any meeting the Chairman is not presatttim30 (thirty) minutes after the time
appointed for holding the meeting, the Members gmeshall choose some one of
their number to be the Chairman of that meeting.

The Chairman may, with the consent of any mgedit which a quorum is present,
and shall, if so directed by the meetirggljourn the meeting from time to time and
from place to place, but no business shall be aeed at any adjourned meeting
other than the business left unfinished at the mgdtom which the adjournment
took place. When a meeting is adjourned for 10)(tkays or more, notice of the
adjourned meeting shall be given as in the casanobriginal meeting. Save as
aforesaid, it shall not be necessary to give amjcaamf an adjournment or of the
business to be transacted at an adjourned meeting.

At any general meeting a resolution put tovitke of the meeting shall be decided on
a show of hands unless a poll is, before or orddwtaration of the result of the show
of hands, demanded by 5 (five) Members presentersqm or by proxy or the
Chairman or any Member(s) holding not less thantenth of the issued capital of
the Company which carries voting rights. Unlesobip so demanded, a declaration
by the Chairman that a resolution has, on a showaofls, been carried or carried
unanimously or by a particular majority or lost ardentry to that effect in the book
of the proceedings of the Company shall be conatusvidence of the fact without
proof of the number or proportion of the votes rded in favour of, or against, that
resolution.

If a poll is demanded, it shall be taken in suclna as the Chairman directs, and
the result of the poll shall be deemed to be tlselution of the meeting at which the
poll was demanded.

In the case of an equality of votes, whether orh@wsof hands or on a poll, the
Chairman of the meeting at which the show of haales place, or at which the poll
is demanded, shall be entitled to a second ornzastte.

A poll demanded on the election of Chairman or nasgion of adjournment shall be
taken forthwith. A poll demanded on any other guesshould be taken at such time
as the Chairman of the meeting directs.

VOTES OF MEMBERS

On a show of hands, every Member present isopeshall have 1 (one) vote. On a
poll, every Member shall have 1 (one) vote in respéeach share held by him.
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In the case of joint-holders, the vote of tleaigr who tenders a vote, whether in
person or by proxy, shall be accepted to the eiariugf the votes of the other joint-
holders and for this purpose, seniority shall beeheined by the order in which the
names stand in the Register of Members.

No Member shall be entitled to vote at any ganemeeting unless all calls or other
sums presently payable by him in respect of shardge Company has been paid.

On a poll, votes may be given either persorallpy proxy, but a member company
shall not vote by proxy so long a resolution ofdigectors, in accordance with the
provisions of Section 86 of the Act is in force.

The instrument appointing a proxy shall be:

(a) in writing under the hand of the appointor,obrhis attorney duly authorised in
writing, or:

(b) if the appointor is a body corporate, eithedemits common seal or under the
hand of an officer or attorney so authorised; or

(c) if the appointor is a Government ministry, undex ttand of the Secretary to the
Ministry, so authorised.

The instrument appointing a proxy and the poefeattorney or other authority, if
any, under which it is signed, or notarially ceetf copy of that power or authority,
shall be deposited at the registered office of @mnpany not less than 48 (forty
eight) hours before the time for holding the megeth which the person named in the
instrument proposes to vote and in default theunsént of proxy shall not be treated
as valid.

Every instrument appointing a proxy shall, earty as circumstances will admit, be
in the form or to the effect following and shall tetained by the Company.

Ly e of .........evvvevenn..being @ member of
The Holding Company Limited hereby appoint
SN ¢ | P or failing him .............
v Of or failing him
Lof ..as my proxy/attorneyni

my absence to attend and vote for me, and on malbah the (ordinary or extra
ordinary as the case may be) general meeting ofCitn@pany to be held on the
ceedayofo and at any adjournment thdrés witness my
hand thls day of ........... signed by the said .................. jmesence of
.. [Signature and Date]

MINUTES

The Board of Directors shall cause minutedigiraceedings of general meetings and
meetings of the Board to be entered in books kapthiat purpose. Any such minutes,
if purporting to be signed by the Chairman of theeting at which the proceedings
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took place, or by the Chairman of the next suceepdieeting, shall be evidence of
the proceedings.

BOARD OF DIRECTORS

Unless otherwise determined by the Companyeimeal meeting, there shall be a
Board of Directors of the Company consisting ofaay given time, not less than 5
(five) and not more than 9 (nine) Directors, inéhglthe Managing Director.

Save for the first Directors, no shareholdaallshe eligible to become a Director
unless he is selected by the Selection Panel totestiby the Government for this
purpose. The Selection Panel shall be compriseitheoffollowing persons, or their
nominees not more than one grade below in rank:

a) a Government representative;
b) President of the Institute of Engineers;

c) Vice-Chancellor of Bangladesh University of Hrgpring and Technology
(BUET);

d) President of the Bangladesh Institute of Chadé\ccountants; and
e) President of the Federation of Bangladesh Chanfi@ommerce and Industries.

The Selection Panel shall be assisted by an execséarch firm as its secretariat.
The Company shall bear all the expenses of theet@iePanel.

Once a person is selected by the Selectionl,Paaeshall not be required to be
selected by the Selection Panel each time he becomis elected by the shareholders
to become a Director.

After shares are offered to the public for suipsion, the Group-B Shareholders shall
elect Directors to the Board representing theiretalding. In such an event, the ratio
of Directors representing Group-A Shareholders @rdup-B Shareholders shall
always be 3:2.

Subject to Articles 77 and 78, the direct@presenting the Group-B Shareholders
shall not be required to be selected by the Seled®ianel and shall be elected at the
Annual General Meeting of the Company from amotigstGroup-B Shareholders.

The Directors of the Company must be independiesiness persons or persons
representing independent consumers or professioeaésts. and shall not be persons
who are current employees of the Government or neesnlemployees, office-bearers
or officers of any of its instrumentalities or agas, or of any statutory authority or
who have been employees of the Government or mamnémployees, office-bearers
or officers of any of its instrumentalities or agess, or of any statutory authority in
the preceding 2 (two) years. For so long as thee@owent or its nominees are
majority shareholders of the Company, the requirdmef any notification issued by
the Government in respect of the composition ofBbard of Directors shall be given
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effect to!

The qualification of a Director of the Compashall be the holding of, at least, 1000
(one thousand) shares in the Company in his owren@nshareholder may act as a
Director without obtaining the qualifying sharesoyided he obtains the required
qualifying shares within 60 (sixty) days after higpointment. A Director nominated
by a shareholder need not hold qualifying sharesisnown name provided that the
nominating shareholder holds the qualifying shares.

The Chairman of the Board of Directors shaleleeted by the members of the Board
from amongst themselves.

The Managing Director of the Company shall ppomnted by the Board of Directors
either from amongst its members or from outsideiarttie latter case shall be an ex-
officio member of the Board with voting rights.

The remuneration of the Directors shall bebgethe Company in the Annual General
Meeting.

The Directors shall be reimbursed for expensasonably incurred by them in
attending and returning from any meeting of theebBlors, any committee of the
Directors or any general meeting of the Compangonnection with the business of
the Company, and shall be entitled to a reasorfableo be determined by the Board
of Directors, for attending each such meeting.

If any Director, being willing, is called upoo perform any extra services for any of
the purposes of the Company, or to give any spati@ahdance to the business of the
Company, he may be paid such remuneration for thesaces as may be determined
by the Board.

POWERS AND DUTIES OF DIRECTORS

The business of the Company shall be managatieopirectors, who may pay all

expenses incurred in forming and registering then@any and may exercise all such
powers of the Company as are not, by the Act othay Articles, required to be

exercised by the Company in general meeting, stlsjecertheless to any of the
Articles or to the provisions of the Act and to Bymrovisions being not inconsistent
with the aforesaid Articles as may be prescribedhieyCompany in general meeting:
but no provision made by the Company shall invaéidany prior act of the Directors

which would have been valid if that provision hadl been made.

Without prejudice to the general powers coefioy the last preceding Article and
the other powers conferred by these presents hierisby expressly declared that the
Board of Directors shall have the following powelst is to say:

! This is with reference to the instructions of Gevernment issued by memo no, BiJakhoSho/BiBi/Rf@Bi-
1/2007/668 dated 15.11.07, which lays down gui@slifor the composition of government-owned comyzainie
the power sector. The existing power companies baea instructed to amend their memoranda andestd
association accordingly.
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)
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To pay the cost, charges and expenses preliminady ikcidental to the
promotion, formation, establishment and registrabbthe Company.

To manage all concerns and affairs of the Comptmwgppoint, recruit and

employ officers, organizers, workmen, day laboufersthe purpose of the

Company and to remove or dismiss them and appthietr®in their place and

to pay such persons as aforesaid such salariegsvaagther remuneration as
may be deemed fit and proper.

To provide for the welfare of employees and ex-aypés of the Company
and their dependents in such manner as the Boaydlesan fit.

To borrow or raise any sum of money by loan, ondblyecation or mortgage
on such terms and conditions as may be deemeqddipeoper.

To purchase or otherwise acquire for the Company @operty rights or
privileges which the Company is authorized to acegat such price and
generally on such terms and conditions as theytfitnand subject to the
provisions of Section 107 of the Act to sell, tchange or otherwise dispose
of absolutely or conditionally any part of the peoyy, privileges and
undertaking of the Company upon such terms andigonsl and for such
consideration as they may think fit; save that @wnpany shall not sell or
otherwise dispose of its undertaking in whole otifian with the approval of
the shareholders in general meeting.

At their discretion to pay for any property, righis privileges acquired by or
services rendered to the Company either wholly artigdly in cash or in
shares, bonds, debentures or other securitieseoCtimpany, and any such
shares may be issued either as fully paid up timeasomay be agreed upon
and any such bonds, debentures, or other secunitéas either specifically
charged upon all or any part of the property of @@mmpany, including its
uncalled capital not so charged.

To secure the fulfilment of any contracts, agreeien engagements entered
into by the Company, mortgage or charges on alnyrof the property of the
Company and on its uncalled capital for the timéndpeor in such other
manner as they may think fit.

To appoint any person or persons (whether incotedrar not) to accept and
hold in trust for the Company any property beloggio the Company or in

which it is interested or for any other purposed smexecute and do all such
deeds, documents and things as may be requisration to any such trust
and to provide for the remuneration of such trusteteustees.

To institute, conduct, defend, compound or abaratonlegal proceedings by
or against the Company or its officers or otherwisacerning the affairs of
the Company and also to compound and allow tim@d&yment or satisfaction
of any claims or demands by or against the Company.
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To make and give receipts, releases and otheratigeb for money payable to
the Company and for the claims and demands of tdmepa@any.

To act on behalf of the Company in all matterstne¢ato bankruptcy and
insolvency.

Subject to the provisions of Sections 58, 103, 121 and 122 of the Act,
to invest and deal with any of the purposes thewpain such securities (not
being shares in this Company) and in such mann#regsthink fit, and from
time to time vary or realise such investment.

To give to any person employed by the Company amimeration for their
services, bonuses and share of profits of the Cagnpad such remuneration
shall be treated as part of the expenses of thep@oyn

From time to time to make, vary and/or repeal alés and regulations of the

Company, including service rules, organizationautre and codes of

conduct for the business of the Company, its ofi@ad servants as the Board
may deem fit.

To create any provident fund in such or any othanmer as the Directors may
deem fit.

To enter into all such negotiations and contracis escind and/or vary all
such contracts and execute and do all such acdgsdmnd things in the name
and on behalf of the Company as they may considpedent for or in
relation to any of the matters aforesaid or otheewfior the purpose of the
Company.

To make, draw, endorse, sign, accept, negotiategaredall cheques, bills of
lading, orders, bills of exchange, letters of crexhd promissory notes and
other negotiable instruments required in the bissired the Company.

To insure and keep insured against loss or damagjechor otherwise in such
manner and for such period and to such extentegsrttay think proper for all
or any part of the buildings, machinery, goodsrestp produce and other
movable and immovable property of the Company eiseparately or jointly,
also to insure all or any portion of the goods,doie, machinery and other
articles dealt with by, imported or exported by @empany, and to sell,
assign, surrender or discontinue any policy of iasoe effected in pursuance
of this power.

To open accounts with any bank(s) or financialiingbn and to pay money
into or draw money from any such account from timéme as the Directors
may think fit.

To attach to any shares to be issued as the coasarefor any contract with
or property acquired by the Company, or in paynienservices rendered to
the Company, or to the transfer thereof, such ¢mmdi as they think fit.
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u) To establish branch offices and agencies in anygéd&angladesh or aboard.

V) The Board oDirectors may from time to time delegate all or afiyheir
powers and authorities herein to the Managing Dore®irectors, officers of
the Company and or any other person(s) as theydeeige.

The amount for the time being remaining un-discedrgf moneys borrowed or

raised by the Directors for the purposes of the gamy, otherwise than by the issue
of share capital, shall not at any time exceed rapumt whereby the ratio of long-

term debt to paid-up shareholders’ equity of thenany shall be in excess of 70:30
without the sanction of the Company in general mget

The Directors shall cause minutes to be matteaks provided for the purpose:
(a) of all the appointments of officers made byEhesctors;

(b) of the names of the Directors present at @aebting of the Directors and of any
committee of the Directors; and

(c) of all resolutions and proceedings at all nmmegti of the Company and of the
Directors and of committees of Directors.

Every Director present at any meeting of Directorscommittee of Directors shall
sign his name in a book to be kept for that purpose

The office of a Director shafso facto be vacated if the Director:

(a) fails to obtain within 60 (sixty) days, or atyatime thereafter ceases to hold, or in
the case of a nominated director, the nominatds tai obtain within 60(sixty)
days, or at any time thereafter ceases to holdshiee qualification necessary for
his appointment; or

(b) has his nomination withdrawn by the nominatgr rotice in writing to the
Company for any reason whatsoever, or being aciyreor member of the
companyex officio, immediately upon relinquishment of or removahirthe said
office;

(c) fails to perform his duties in accordance viik performance contract; or

(d) is found to be of unsound mind by a Court ahpetent jurisdiction; or

(e) is adjudged insolvent; or

(f) fails to pay calls made on him in respect lofui®s held by him within six months
from the date of such calls being made; or

(g) without the sanction of the Company in genenaeting accepts or holds any
office of profit under the Company other than tb&tthe managing director or
manager, or legal or technical adviser or banker; o
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(h) absents himself from 3 (three) consecutivetmge of the Directors without leave
of absence from the Board of Directors; or

(i) accepts a loan from the Company; or

() is concerned or participates in the profit@aaf contract with the Company; or

(k) is convicted of a criminal offence; or

() is punished with imprisonment for a term exceeditlxgnonths.

Provided, however, that no Director shall vacatedffice only by reason of his being
a member of any other company which has enteredcotracts with or done work
for the Company, but a Director shall not vote my aneeting of the Company or the
Board of Directors in respect of any such contaaavork and if he does so vote, his

vote shall not be counted.

ROTATION OF DIRECTORS

At the first annual general meeting of the Camyp all the Directors of the Company
shall retire from office. At the annual general meg in every year after the first
annual general meeting of the Company, one-thirth@Directors for the time being,
or if their number is not three or a multiple ofal, then the number nearest to one-
third shall retire from office.

The Directors to retire each year shall beghoko have been longest in office since
their last election, but as between persons wharbecDirectors on the same day
those to retire shall, unless they otherwise ageeadng themselves, be determined
by lottery.

A retiring Director shall be eligible for reeetion for multiple terms with a maximum
of three consecutive terms. Each term shall nohbee than 3 years.

The Company at the general meeting at whichiracor retires may fill in the
vacated office by electing a person thereto.

If at any meeting at which an election of Dioes ought to take place, the offices of
the vacating Directors are not filled in, the megtshall stand adjourned till the same
day in the next week and shall be held at the same and place, and if at the

adjourned meeting the offices of the vacating Doecare not filled in, the vacating

Directors or such of them as have not had theiceffilled in shall be deemed to be
have been re-elected at the adjourned meetingedutgj their consent to continue to
act as Directors of the Company.

Any casual vacancy occurring in the Board ofeBiors may be filled in by the

Directors but the person so chosen shall be sutgeetirement at the same time as if
he had become a Director on the day on which threciir in whose place he is
appointed was last elected a Director. A Directorchosen shall be known as an
Alternative Director.
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The Directors shall have power at any time ppoit a person, subject to
confirmation of the Selection Panel, as an addifiddirector who shall retire from
office at the next following ordinary general magtibut shall be eligible for election
by the Members at that meeting, as a Director.

The Company may, by extraordinary resoluti@mave any Director before the

expiration of his period of office, and may by, @inary resolution appoint another

person in his stead; the person so appointed Baallbject to retirement at the same
time as if he had become a director on the dayliohwthe director in whose place he
is appointed was last elected a Director.

The Directors may at the request of a Direafguoint any person approved by such
Director to be an alternate Director to represanh®Director during the absence of the
Director from Bangladesh for a continuous periodatfless than three months and such
appointment shall have effect and such appointake Wk holds office as an alternate
director shall be entitled to notice of MeetingsDifectors, and in the absence of the
Director from Bangladesh whom he represents tométtand vote thereat accordingly,
and he shalipso facto vacate office immediately after he receives infation that the
original director has returned to Bangladesh, dswli& and when the Director whom he
represents vacates office or the alternate Dirést@moved from office at the request of
the Director whom he represents. Any appointmengimoval under this article shall be
effected by the Directors upon the request in mgito the Company under the hand of
the Director whom the alternate Director is to esents. Every person acting as an
alternate Director shall be an officer of the Compand he shall not be deemed to be
the agent of the Director whom he represents. Aqreshall not act as alternate for
more than one Director. Such appointee shall noebeired to hold qualifying shares
in accordance with Article 76.

PROCEEDINGS OF THE BOARD OF DIRECTORS

The Board of Directors may meet together fer disposal of business and adjourn
and otherwise regulate their meetings, as theyktfiln Questions arising at any
meeting shall be decided by a majority of votescdse of an equality of votes, the
Chairman of the meeting shall have a second omggsgbte. A resolution or circular
in writing signed by all the Directors shall beadid and effectual as if it had been
passed at the meeting of the Directors duly cadled constituted. A meeting of the
Board of Directors may be held through audio ori@udsual or other electronic
media, provided the identity of the participanta ba satisfactorily ascertained.

The Managing Director or a Director may, and 8ecretary on the requisition of a
Director shall, at any time, summon a meeting efBloard of Directors.

The quorum necessary for the transaction efbisiness of the Board of Directors
may be fixed by the Directors and unless so fixell e three.

The continuing Directors may act notwithstagdany vacancy in their body but, if
and so long as their number is reduced below ®)fithe continuing Directors may
only act for the purpose of increasing the numbeDwectors to 5 (five) or of
summoning a general meeting of the Company, butdasther purpose.
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The Board of Directors may delegate any af thewers to committees consisting of
such Member(s) of their body, as they think fit.yAscommittee so formed shall, in the
exercise of the powers so delegated, conform torestyictions and regulations that
may be imposed on them by the Directors.

A committee may meet and adjourn, as theyktbhoper. Questions arising at any
meeting of any committee shall be determined byaponty of votes of the Members
present and, in case of an equality of votes, thair@®an shall have a second or
casting vote.

All acts done by any meeting of the Board afe€tors, or of a committee of the
Directors, or by any person acting as a Directallsmotwithstanding that it be
afterwards discovered that there was some defethenappointment of any such
Directors, or persons acting as aforesaid, or tihay or any or them were
disqualified, be as valid as if every such persobad been duty appointed and was
gualified to be a Director.

MANAGING DIRECTOR

The Board of Directors shall appoint a Mangdiirector for a period of 5 (five)

years at a time and upon such terms and condiéisrtbey think fit and may vest in
the Managing Director such of the powers of theeBtiors as they think fit and such
powers may be made exercisable for such periodesutn such restrictions, and
upon such terms and conditions as may be deternbyéae Board.

The remuneration of the Managing Director Isbalfixed by the Board and may be
made payable by way of salary, stock options, casion, participation in profits or
partly in one mode and partly in another, as maydeermined by the Board or
Directors.

The Managing Director shall be axofficio member of the Board and shall have
voting power in the Board or in any general meeththe Company and shall enjoy
all the privileges and advantages enjoyed by adiire

POWERS OF THE MANAGING DIRECTOR

Without prejudice to the general powers carfiby these Articles and to any other
powers or authorities conferred on the Directdrs,Nanaging Director shall have the
following powers subject to the superintendenceatrobd and direction of the Board:

a) to hire or terminate staff and officers in accomamith any association or union
agreements and to appoint, and at his discretiemove or suspend such
manager, secretary, officer, clerk, employee, agadviser and consultant for
permanent, temporary or special services as he fray, time to time, think fit,
and to determine their powers and duties and feir thalaries, emoluments and
remuneration, and require security of such instarared to such amount as he
may think fit: provided, however, that the appoietity removal, discharge or
termination of immediate sub-ordinate officers @k tManaging Director, in
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whatever name called, including vice-presidents laead of legal, shall be made
by the Managing Director with the concurrence & Board,;

to call a meeting of Board or general meeting ag bearequired;
to open branches or offices of the company at @hgrglace in Bangladesh or in
any other country as and when necessary;

to manage, look after and supervise the businedsa#inother affairs of the
company;

to admit execution of documents before the Registraany other registering
authority and to conduct or defend any case bdf@@uthority;

generally to do all acts and things as may be sacgsrom time to time in
connection with the business of the Company ineddfit departments under the
Government of Bangladesh, all commercial bank'somn@and export offices,
custom office, shipping office, railway office, posffice and other public or
private offices;

to pay for rent of the hires in the name of Company

to purchase or otherwise acquire for the Compagiytsior privileges which the
Company is authorized to acquire up to the pricesiciered to be fair market
value and generally on such terms and conditionseathinks fit and to sell, let,
exchange or otherwise dispose of all or any pathefproperties, privileges and
undertakings of the Company at a price not less faa market value and upon
such terms and conditions and at such consideséisine may think fit;

to sign, seal and execute bills, notes, receiptge@ances, endorsements,
cheques, dividend warrants, releases, contractsadnduch documents, acts,
deeds and things in the name of the Company agdémslifit so long as doing so
does not result in a cost to the Company or futibigation for payment
exceeding Tk.5,00,00,000/- (Taka Five Crore onlyl/ar a variation, alteration,
execution or rescission of obligations and congraétthe Company for an amount
exceeding Tk.5,00,00,000/- (Taka Five Crore only);

to pay for any property, rights, privileges acqdit®y, or services rendered to, the
Company, whether wholly or partly in cash or in relsa debentures or other
securities, either specially charged upon all oy part of the property of the

Company and its uncalled capital for the time bgorgn such other manner as he
thinks fit;

to insure all such property and immovable effegsods or belongings of the
Company which may be of an insurable nature agassth risks and
contingencies as he may deem fit;

to appoint, employ and instruct counsel, legal selyiadvocates and any other
legal practitioner in the interest and for the msg of the Company, to act for and
on behalf of the Company before all Courts (cieilminal, revenue or otherwise),
whether original or appellate, to sign petitiongplecations, affidavits, pleadings
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and vokalatnama authorising legal practitioners to act for and lehalf of the
Company and to conduct and institute or defendsartyor case instituted by or
against the Company;

m) to open bank accounts, make, draw, endorse, sggutiate and give cheques,
bills of lading, drafts, orders and promissory soteecurities and negotiable
instruments required in the business of the Compang may also sign and give
effectual receipt and other discharges of moneylpigyto the Company and for
the claims and demands of the Company, and pay ynot@ and draw money
from any such account, from time to time, as he thak fit;

n) to comply with the requirement of any local law walni in his opinion, is
necessary and expedient to comply with in the @stieof the Company; and

0) to enter into all such negotiations for the purgosithe Company.

The Board may specifically grant the following pas/i¢o the Managing Director by
resolution:

a.

to borrow or raise any sum of money by loan or oortgage or by
hypothecation or otherwise on such securities andg as may deem fit and
execute, sign, seal or deliver all necessary dootsna do any other act or
acts on their behalf;

to settle, compound, submit for arbitration and pasmise and withdraw all
actions, demand, whatsoever arising in any legatgeding or otherwise;

to pay the costs, charges and expenses, prelimimadyincidental to the
promotion, establishment and registration of thenGany;

to pay monthly salary, remuneration and other aloges as may be
determined from time to time by the Board for tinepéoyees of the company
as well as for the Directors;

to purchase or otherwise acquire for the Companyiorable property which
the Company is authorized to acquire up to theepdansidered to be fair
market value and generally on such terms and dondias he thinks fit and to
sell, let, exchange or otherwise dispose of alhmy part of the properties,
privileges and undertakings of the Company at eepmot less than fair market
value and upon such terms and conditions and &t sonsiderations as he
may think fit;

to secure the fulfillment of any contracts or ergyagnt entered into by the
Company by mortgage or charge of any of the prgpafrthe Company and
its uncalled capital for the time being or in swther manner as he thinks fit;
to institute, conduct, defend, compound or dbanany legal proceedings
by, or against the Company, or its officers, oreotfise concerning the affairs
of the Company, and also to compound and allow tfore payment or
satisfaction of any debt due, or of any claims emdnds by, or against, the
Company;

to refer any claim or demand by, or against, then@any to arbitration and
observe and perform the awards;

to act on behalf of the Company on all matterstirggato bankruptcy and
insolvency;

to invest and deal with any of the money of the @any, not immediately
required for the purpose thereof upon such seesrénd in such manner as he
may think fit and, from time to time, vary or readisuch investments;
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k. to provide for the welfare of employees and ex-aygbs of the Company
and their dependents in such manner as the Boaydlesn fit;

OPERATION OF BANK ACCOUNT

The Board may open a bank account or accautitsany scheduled bank or banks,
or financial institutions, or with any foreign bamk or outside Bangladesh subject
where necessary to the grant of authorisation fRangladesh Bank, and borrow
money from such banks or any other financial ingths for the purposes of the
Company. The Board of Directors may authorise@rgon or persons, including the
Managing Director, to operate such bank accourteesolely or jointly with any
other Director of the Company, or any other persordesignated by the Board of
Directors.

THE SEAL

The common seal of the Company shall not fdesdfto any instrument except by the
authority of a resolution of the Board of Directomsd in the presence of the
Managing Director and the Managing Director shajhsevery instrument to which
the seal of the Company is so affixed in his presen

The Company may, for its use outside Bangladeasve an official seal which shall
be a facsimile of the common seal of the Compartly thie addition on its face of the
name of the territory, or place where it is to Bedl

DIVIDEND AND RESERVE

The Company in general meeting may declaiédeins, but no dividend shall exceed
the amount recommended by the Directors. No divddsrall bear interest against the
Company. Dividends may be paid in cash or in kind.

When a dividend is declared, it shall be pattiin 60 (sixty) days from the date of its
declaration, provided that the period of 60 (sixdgys shall not apply, in case, where:

a) there is a dispute regarding the right to recéne payment; or

b) the dividend has been lawfully adjusted by tlmenany against any sum due to it
from the shareholder.

The Directors may, from time to time, payhe Members such interim dividend as
appear to the Directors to be justified by the psaff the Company.

No dividend shall be paid otherwise than duthe profits of the year or any other
undistributed profits of the Company, nor shallpaéd if the Company is insolvent or
if doing so would result in the insolvency of ther@pany.

The Company shall not pay any dividend onsitares until all its capitalised
expenditure, including preliminary expenses, orgaiidn expenses, share selling
commission, brokerage and loss incurred and any a@eexpenditure not represented
by tangible assets, has been completely writtenaoidl that current liabilities for staff
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retirement benefits have been fully funded or otles satisfied.

Subject to the rights of persons, if any, testtito shares with special rights as to
dividends, all dividends shall be declared and @aicbrding to the amounts paid on
the shares; but, if, and so long as nothing is pgidn any of the shares in the
Company, dividends may be declared and paid acuptdi the nominal value of the

shares. No amount paid on a share in advance lsefstelll, while carrying interest, be

treated for the purpose of this Article as paidtmshare.

The Board of Directors may before recommemdiny dividend, set aside out of the
profits of the Company such, sums as they thinlp@ras reserve or reserves which
shall at the discretion of the Board be applicdblemeeting contingencies, or for
equalizing dividends or for any other purpose tdcwithe profits of the Company
may be properly applied and pending such applicati@ay, at the like discretion,
either be employed in the business of the Compaine anvested in such investments
as the Directors may from time to time think fit.

If several persons are registered as joirddrsl of any share, any one of them may
give effectual receipts for any dividend payablelmshare.

ACCOUNTS
The Board of Directors shall cause to be kepper books of account with respect to:

a) all sums of money received and expended by thrmapany and the matters in
respect of which the receipts and expenditure pddee;

b) all sales and purchases of goods by the Company
c) the assets and liabilities of the Company; and
d) cost accounts, as may be applicable.

The books of account shall be kept at thestexgd office of the Company or at such
other place as the Directors shall think fit an@lishe open to inspection by the
Directors during business hours.

Within three (3) months after the end of each faianyear, the Board shall deliver to
the Members:

a) a report of the operations of the Company includitsgsubsidiaries for that
financial year;

b) audited consolidated financial statements for fim@ncial year consisting of the
statement of financial position (balance sheetpfiprand loss, changes in
financial position, and such other statements ag beanecessary to show the
financial position of the Company and its subsiésmand the financial results of
their operations during that financial year pregareaccordance with Bangladesh
Accounting Standards and/or International Accounftandards; and
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c) the Auditor’s report on those financial statements.

Within two (2) months after the end of thatfinalf of each financial year, the Board
shall deliver to the Members a report of its operet during that half-year.

The Board may decide to form or maintain amesfund out of the initial investment
or from profits. This fund may be utilized for tle@pansion of investment in a new
venture or for paying up company's liabilities asided by the Board.

The Directors shall cause to be prepared@beé taid before the Company in general
meeting such profit and loss accounts or incomeexpénditure accounts, balance-
sheet and reports as are, referred to, and, regoyr&ections 183 and 184 of the Act.

The profit and loss account shall, in additionthe matters referred to in Section
185(2) of the Act, show, arranged under the mosteonient heads, the amount of
any provision made to the satisfaction of the awditfor bad and doubtful debts
distinguishing the several sources from which & baen derived, and the amount of
gross expenditure distinguishing the expenseseokfitablishment, salaries and other
like matters. Every item of expenditure, fairly ofp@able against the year's income,
shall be brought into account so that a just baawicprofit and loss may be laid
before the meeting, and, in cases where any iteexénditure which may in fairness
be distributed over several years has been incumrady one year, the whole amount
of such item shall be stated, with the additiorthe#f reasons why only a portion of
such expenditure is charged against the incomleeoyear.

A balance sheet shall be made out in every ged laid before the Company in
general meeting. The balance sheet shall be made amglate not more than 6 (six)
months before such meeting. The balance sheet lshatcompanied by a report of
the Directors as to the state of the Company'srafémd the amount, if any, which
they propose to carry to a reserve fund.

A copy of the balance sheet and report shéllfourteen) days prior to the meeting,
be sent to the persons entitled to receive nofigeeral meetings.

AUDIT

Once, at least, in every year the accountshef Company shall be audited in
accordance with Bangladesh Standards on Auditidgoarnnternational Standards on
Auditing and the correctness of the profit and l@sount and balance sheet
ascertained by Auditors appointed in accordanch thi¢ provisions of Sections 210
to 213 of the Act.

Auditors and their remuneration shall be psagoto the shareholders by the Board at
the annual general meeting for the ensuing yeawepmxthat the remuneration of the
first Auditors appointed by the Board may be fiXeg the Board. The auditors so
nominated must be qualified chartered accountamdstize firms must have adequate
resources to undertake the audit. The Company sdtplire the Auditors to provide a
management letter in respect of each year of atcs@udited by them, which sets out
the results of the systems review and recommentafa improvement the Auditors
shall be required by the Company to perform asragbdheir engagement.
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A retiring Auditor shall be eligible for reqagintment.
NOTICE

A notice may be given by the Company to anymider either personally or by
sending it by registered post to him to his regedteaddress, or if he has no registered
address in Bangladesh to the address, if any, wBaingladesh supplied by him to
the Company for the giving of notice to him.

Where a notice is sent by post, the serviceush notice shall be deemed, to be
effected by properly addressing, prepaying andipgst letter containing the notice

and, unless the contrary is proved, to have befeatetl at the time at which a letter

would have been delivered in the ordinary coursgost.

If a Member has no registered address in Baegh, and has not supplied to the
Company an address within Bangladesh for the giwahguotice to him, a notice
addressed to him and advertised in a newspaperatireg in the neighbourhood of
the Registered Office of the Company shall be deetode duly given to him on the
day on which the advertisement appears.

A notice may be given by the Company to thesges entitled to a share in

consequence of the death or insolvency of a Metpeending it through the post by
a prepaid letter addressed to them by name, ohéyitle of representatives of the
deceased or assignee of the insolvent, or by &aydiescription, at the address, if any,
in Bangladesh supplied for the purpose by givirg ribtice in any manner in which

the same might have been given if the death ohiesoy had not occurred.

A notice may be given by the Company to thetjbolders of a share by giving the
notice to the joint-holder named first in the Régisn respect of the share.

Notice of every general meeting shall be giweisuch manner as has been mentioned
above, to:

a) every Member of the Company, including bearérshare-warrants, except those
Members who have no registered address within Balegh and have not
supplied to the Company an address within Banghattasthe giving of notice to
them; and

b) every person entitled to a share in consequehdke death or insolvency of a
Member, who but for his death or insolvency, wolbddentitled to receive notice
of the meeting.

Any notice to be given by the Company shalkigmed by the Secretary or by such
officer as the Director may appoint. Such signatoray be written, printed or
lithographed.

WINDING UP

Subject to the provisions of these Articlésheé Company shall be wound up and the



141.

142.

143.

144.

145.

146.

assets available for distribution among the Memlaasrsuch shall be insufficient to

repay the whole of the paid-up capital, such asske#dl be distributed so that, as
nearly as may be, the losses shall be borne biémbers in proportion to the shares
held by them respectively. And, if in a winding dipe assets available for distribution
among the Members shall be more than sufficiemepay the whole of the capital

paid up at the commencement of the winding up, ékeess shall be distributed

amongst the Members in proportion to the shares byelthem respectively. But this

Article shall be without prejudice to the rights thie holders of shares issued upon
special terms and conditions.

If the Company shall be wound up, whether maltily or otherwise, the liquidators
may, with the sanction of an Extraordinary Resohti divide amongst the
contributors in specie kind, any part of the assétthe Company and may, with the
like sanction, vest any part of the assets of tae@any in trustees upon such trusts
for the benefit of the contributors or any of the the liquidators with the like
sanction shall think fit.

SECRECY

No Member shall be entitled to require discpwa any information respecting any
detail of the Company's trading or any matter, Wwhitay be in the nature of a trade
secret, mystery of trade or secret process whici rakate to the conduct of the
business of the Company and which in the opiniorthef Directors will not be
inexpedient in the interest of the Company to comicate to the public.

Every Director, Managing Director, secretaAyditor, accountant or any other
persons employed in the business of the Comparilyhshee to observe strict secrecy
respecting all matters which may come to his kndggein the discharge of his duties
except when required as to do so by resolutioh®fQompany or by a court of law or
where the person connected is required to do swdaer to run the Company with
provision(s) of the law or in these Articles.

The Company shall keep secret and confideaititlansactions with its clients.

Every Director, manager, Auditor, trustee, rhemof a committee, officer, servant,
agent or other persons employed in the busineiseo€ompany shall, if so required
by the Directors, before entering upon his dutsggn a declaration pledging himself
to observe strict secrecy respecting all transastad the Company with its customers
and in the matter relating thereto and shall byhsieclaration pledge himself not to
reveal any of the matters which may come to hisatedge in the discharge of his
duties except when required so to do by the Dirsabo by a court of law and except
so far as may be necessary in order to comply ®aith of the provisions of these
Articles.

INDEMNITY AND RESPONSIBILITY

Subject to the provisions of Section 102 &f tt, every Director of the Company
including its Chairman, Managing Director or officer employee of the Company
shall be indemnified by the Company against, asthall be the duty of the Directors,
out of the funds of the Company to pay, all cokisses and expenses, including
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travelling and living expenses, which the Chairm®tanaging Director, Director,

officer or employee aforesaid may incur or becornablé for by reason of any
contract entered into or act or deed done by hisugh capacity or in any way in the
proper discharge of his duties.

Subject as aforesaid, every Director, inclgdime Chairman, Managing Director or
officer of the Company, shall be indemnified agaesy liability incurred by him in
defending any proceeding, whether civil or crimjrialwhich judgement is given in
his favour or in which he is acquitted or in corti@t with any application under
Section 396 of the Act in which relief is givention by the Court.



We, the several persons whose names, addresseesergptions are subscribed below, are
desirous of being formed into a company in pursaasfahis Articles of Association and we
respectively agree to take the number of sharé=eicapital of the Company set opposite our
respective names and hereunder subscribe to thiéske#

Serial | Names,  Addresses, NationalityNumber of Shares taken bysignature
No. Description of Subscribers. each Subscriber

1.

2.

3.

4.,

5.

6.

7.

Total sharestaken: ( )

Names, Addresses and Signature of Witnesses

1)

2)

Dated this the day of , 200 _.



APPENDIX D: OTHER DOCUMENTS FOR HOLDCO OPERATIONS

D.1 REQUIRED DOCUMENTS

Listed below are the documents, certificates and licenses required for the formation and
basic operations of HoldCo. The specific requirements for obtaining that particular
document are noted beneath each.

1. Certificate of Incorporation from the Registrar of Joint Stock Companies and Firms
(RJISC)

Forwarding Letter
Name Clearance Certificate
Resolution of Promoters’ Meeting
Memorandum and Articles of Association (3 Copies)
Forms:
o Form I: Declaration on Registration
o Form VI: Registered Office
o Form IX: Consent of Director to Act
o Form X: List of Persons Consenting to Act as Directors
o Form XII: Particulars of Directors
Directors’ TIN Certificates
Challan (5,000/- TK), original and photocopy
Fees (Calculated on the authorized capital)
Consent of Securities and Exchange Commission for issuing capital

2. Certificate of Commencement of Business from RJSC
* Declaration of payment of minimum subscription
* Declaration of payment of subscription by directors
* Duly verified declaration by the company secretary or a director in the

prescribed form that the above conditions have been complied with

» A statement in lieu of prospectus

3. Taxpayer Identification Number from the National Board of Revenue

Two sets of application forms for a TIN

A forwarding letter addressed to the Deputy Commissioner of taxes of
Income Tax Circle concerned.

Copy of the Trade License

Copy of the land title deed/lease agreement for the office premises
Copy of the Certificate of Incorporation of the company

Memorandum and Articles of Association of the company

Two photographs of the person signing the application forms (usually the
Managing Director of the company)

Bank solvency certificate

Letter of authorization to the person who will submit the paperwork and
collect the TIN

4. Value Added Tax (VAT) Registration Certificate from the National Board of
Revenue

Application Form (Mushak-6)Copy of TIN certificate
Copy of Trade License

D-1
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D: Other Documents for HoldCo Operations. . . PA

» Import/Export Registration Certificate if applicable

» Copy of the land title deed/lease agreement for the office premises

» Copy of the Certificate of Incorporation of the company

* Memorandum and Articles of Association of the company

» Two photographs of the person signing the application forms (usually the
Managing Director of the company)

» Bank solvency certificate

* Nationality certificate of the Managing Director of the company from the
local Ward Commissioner, if he is a Bangladeshi national.

*  Work Permit from BOI, if the country chief of the company is a foreign
national

* Board resolution authorizing the Managing Director to will sign and execute
all the paperwork

5. Trade License from the City Corporation/Municipal Corporation where the office
premises are situated

» Copy of the land title deed/lease agreement for the office premises

» Copy of the Certificate of Incorporation of the company

* Memorandum and Articles of Association of the company

* Two photographs of the person signing the application forms (usually the
Managing Director of the company)

» Bank solvency certificate

» Nationality certificate of the Managing Director of the company from the
local Ward Commissioner, if he is a Bangladeshi national.

*  Work Permit from BOI, if the country chief of the company is a foreign
national

» Photocopy of passport with foreign address including father's and mother’s
names, if the country chief of the company is a foreign national.

» Bank solvency certificate

* Commercial permission for the office premises and photocopy of the
Commercial Plan attested by RAJUK

6. Utility supplier registration documents for electricity, gas, water,
telecommunications etc. The documents required to obtain these vary from
provider to provider

In addition to the above, in varying circumstances HoldCo may require one or more of the
permits/licenses/authorization or other documents listed in Appendix D.

D.2 OTHER DOCUMENTS THAT MAY BE REQUIRED

OTHER REGISTRATIONS, LICENSES, CONSENTS AND PERMITS WHICH MAY BE R EQUIRED FOR
OPERATIONALIZING HOLDCO AND THE RELEVANT AUTHORITY

Land Purchase and Development RAJUK or other local authority

Environmental Clearance Certificate DOE

Export/Import License, bonded warehouse facilfi€E$E

Product standards mark BSTI

Patents and trade marks, design registration RTM
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“Certificate of Registration” of Plant (if any) undine Factories Act, 1965 (Act IV of 1965) CIFE
Consent for opening and operating on-shore forexghange (FX) or offshore Foreign Currency bank aotsBB

Consent for the purchase of FX for Taka through mbeommercial banking channels in Bangladesh anthfotransfer of
such FX from bank accounts inside Bangladesh inti bacounts outside Bangladesh BB

Consent to make or remit payments in FX from bamoanots in Bangladesh or outside BangladestBB

All import permits, certificates, licenses and atleensents allowing the Company to import into Badgéh all plant,
machinery, equipment, spare parts, materials applies required for the plant CCIE

Statutory notifications granting exemption from Qums Duties and VAT on the importation of plant aeglipment
(including spare parts) for incorporation into tBempany’s plant and the temporary importation ot&oa materials,
machinery and equipment (subject to re-exportNBR

Statutory notification granting the Company exempfimm taxation on its income related directly he plant/tax holidays
NBR

No objection certificate to obtain export permiteiport any imported equipment not forming a peremapart of the plant
BB

Permission for transporting chemicals, toxic wastes hazardous materials on land and water ra@@=/DOEXP

Approval of installations for boilers at the Plamider Sections 6 and 7 of the Boilers Act, 1923 (¥cbf 1923)
Department of Explosives/CIFE

License for the Company to obtain and have armth®purposes of the security of the PIaviDHA

License under the Petroleum Act, 1934 (Act LXIX18f34) for storage of petroleum products at or prately to the Plant
Department of Explosives

Approval of the Plant as satisfying the fire safatyl protection standards under the Fire Servicén@nce, 1959 (Ord. No.
XVII of 1959) and Civil Defence Act 1952 (Act. XXXdf 1952) DFSCD

Consent to operate the Plant based on the impletimntaf measures identified in the EIA (“EnvironntahClearance
Certificate”) DOE

Consent for the execution of any financing documentduding approval of the term sheets for the Camys foreign
currency loans MOF (ERD)/BOI

Registration of the executed financing documerg©Il

Registration for availing infra-structural faciliieand institutional support including TIN CertifieatTrade License,
Incorporation Certificate etc ~ BOI

Work permits for foreign personnel including the Gamy’s employees and residence visasBOI
National security clearance for expatriate empley&fehe ComparyOHA

Consent for remittance of up to fifty percent (508byalaries and savings by expatriate employeéiseo€ompany without
restriction BB

Registration of agreements under which royaltiehrical know-how fees and technical assistancedempayable by the
Company BOI

Statutory notification granting foreign collaboretpcompanies and experts exemption from tax drhwiding tax on such

of their income as is paid as “royalties”, “tectaliassistance fees” and “technical know-how fegs'tie Company in
connection with the Plant NBR

Exemption from Section 3D(2) of the Insurance A888 (Act IV of 1938) to permit the Company to obtaisurance for
the Plant from companies outside Bangladesh MOC/CI

Certificate under Section 3D(1) of the Insurance 2238 (Act IV of 1938) to enable the Company to obtainsurance for
the Plant from companies outside Bangladesh Cl
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Exemption for insurers (other than the SBC) fromdhkgation to reinsure all or any part of insurasoeer relating to the
Plant with the SBC and permissions allowing the Compareffect such reinsurance with reinsurers oet&idngladesh on
terms whereby:

- remittance/deposit of premia in Foreign Currend@such reinsurers by the
Company is permitted;

- the proceeds of any claims under such reinsuramegsbe paid directly by the
reinsurers pursuant to the loss(es) payable endlangen any such reinsurances
and such proceeds may be deposited/retained inigRo@urrencies outside
Bangladesh;

- the conduct and settlement of claims shall be uaken by and at the sole
discretion of the reinsurers; and disputes betvileerinsured and the insurers will
be resolved by the reinsurers according to suchalsuhe relevant insurers and
reinsurers may agree ClI

Statutory notification granting the Foreign Investof the Company (if a public limited company) exdion from capital
gain tax in respect of any transfer or disposahafres in the Company  NBR

Statutory notification granting foreign employedsttte Company exemptions from taxation on their geas income in
Bangladesh  NBR

Statutory notification granting the Company an exgompfrom any tax on the sale of electricity to BPRBR
Statutory notification that any foreign lenderslwié exempted from taxation on their income in BadgshiNBR

Statutory notification granting exemption from sfamuties in respect of the registration of all dgedocuments and
instruments contained in any financing documentsa@mveyances of landNBR

Consent for payment by the Company to persons ouBadgladesh under Section 6 of the Foreign Exch&wsggilations
Act, 1947 (Act VII of 1947) (“FERA”) in respect ofldransactions of the Company as may be necessary BB

Consent for the issuance, export and transfer afrgis in Bangladesh or outside Bangladesh undeid®et3 of FERA,
purchased in Taka or in Foreign CurrenBfa

Consent to lend money to the Company or purchasé€tmpany’s securities under Section 16 of FERA (&etisns
involving foreigners) BB

Easement or lease agreement and approval for ootistr of shoreline work, jetty, intake and outfalfuctures of once
through cooling system and dredging of river IWTA

Approval for construction of shoreline work, jetigtake and outfall structures including sheetngiland dredging or rivers
BWDB/Local authority

Abbreviations:

BB - Bangladesh Bank

BOI - Board of Investment

BPDB - Bangladesh Power Development Board

BSTI - Bangladesh Standards Testing Institute

BTTB - Bangladesh Telegraph and Telephone Board
BWDB - Bangladesh Water Development Board

CCIE - Chief Controller of Import and Export

Cl - Controller of Insurance

CIFE - Chief Inspector of Factories and Establishment
DFSCD - Department of Fire Service & Civil Defence
WASA - Water and Sewerage Supply Authority

DOE - Department of Environment

DOEXP - Department of Explosives

FERA - Foreign Exchange Regulation Act 1947

GOB - Government of Bangladesh

IWTA - Inland Water Transport Authority

MOC - Ministry of Commerce

MOF - Ministry of Finance (Economic Relations DiaBs)

D-4

Government of Bangladesh / ADB 1/8/08



D: Other Documents for HoldCo Operations. . . PA

MOHA - Ministry of Home Affairs

NBR - National Board of Revenue

RAJUK - Rajdhani Unnayan Kartripakkha

RJSC - Registrar of Joint Stock Companies and Firms
RTM - Registrar of Trade Marks

SEC - Securities and Exchange Commission

SBC - Sadharan Bima Corporation

Using land as collateral for borrowings raisestso$eegistration-related issues which may
be addressed separately.
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APPENDIX E:RESPONSES TO BPDB QUERIES ON CORPORATE ESTABLISHMENT

The following are responses to the queries and observations of BPDB forwarded to the
Country Director, ADB BRM, by letter dated 06.01.08. The queries/observations are in
italics.

a) It is known to all that BPDB has undertaken all undertakings and properties of the
then East Pakistan Power Development Authority by the President’s Order 59 of 1972.
Therefore, before finalization of this ‘Draft Final Report’ we should examine the
establishment process of different subsidiaries (Subsidiary companies) of BPDB. In other
words we should examine whether the subsidiaries have been established or are going to
be established lawfully. We also need to scrutinize the process or system we have
followed in transfer of properties and undertakings of BPDB to subsidiary companies.

P.0.59 provides that BPDB shall be a body corporate, having perpetual succession and a
common seal with power, subject to the provisions of the Order, to acquire, hold and
dispose of property, both movable and immovable, and shall by its name sue and be
sued. This provides the legal basis for BPDB to set up and hold shares in subsidiary
companies.

The five existing subsidiary companies the ownership of which is proposed to be
transferred to HoldCo are the West Zone Power Distribution Company Limited (WZPDCL),
Electricity Generation Company of Bangladesh Limited (EGCB), Ashuganj Power Station
Company Limited (APSCL), Power Grid Company of Bangladesh Limited (PGCB) and
North West Zone Power Distribution Company Limited (NWZPDCL). These were all
formed as companies under and in compliance with the requirements of the Companies
Act, 1994. The companies are duly and properly formed under the laws of Bangladesh.

HoldCo will be incorporated in accordance with the provisions of the Companies Act, 1994
as well, and will be authorized by its memorandum of association to “own, establish, set
up, found, form, incorporate and promote subsidiary companies”. Any subsidiary of
HoldCo to be formed in the future would also be formed in compliance with the provisions
of the Companies Act, 1994. Therefore, it may be clearly stated that the existing
subsidiaries of BPDB have been established lawfully, and the future subsidiaries, it must
be presumed, will also be set up lawfully.

In transferring properties and undertakings of BPDB to subsidiary companies, the
approach has been for BPDB to enter into a vendor's agreement (also referred to as an
asset transfer agreement) with the subsidiary company concerned in respect of all the
movable and immovable property to be transferred by BPDB to the subsidiary. Such
vendor’'s agreements have been entered into with APSCL, PGCB and WZPDCL. The
vendor's agreement with EGCB is near finalization, although some assets, such as
Siddhirganj power plant has been physically handed over to EGCB. NWZPDCL is not yet
fully operational and no assets have been transferred to it till now.
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Internally, the Rules of Business, 1996%, in Chapter IV, Para 16 provides the following
matters, among others, to be brought before the Cabinet: proposals relating to the
creation of new corporations or companies wholly owned by the government or by a public
sector undertaking, and participation by the government or a public sector undertaking in
providing share capital to a new corporation/company or any existing corporation or
companies. While “public sector undertaking” is not defined in the Rules of Business, it
would appear that BPDB is treated as a public sector undertaking, as the Ministry of
Energy and Mineral Resources is given the task of “[Aldministration and control of
Bangladesh Power Development Board...”.

The valuation of the property to be transferred is as yet provisional in all cases. A value is
computed on the basis of BPDB’s books of accounts. In some cases, such as APSCL, a
committee has been formed by BPDB to finalize the valuation of the assets.

b) We need to review further whether the acquisitioned land has been transferred to
subsidiary companies or the value of the transferred land has been determined as per the
government Rules and Procedures. Whether the vetting/Agreement of the land Ministry
was needed for that. It should be looked into.

Once the valuation of the assets to be transferred, including immovable property, i.e. land,
has been determined, the land will be transferred to the subsidiary company as agreed in
the vendor’s agreement, upon compliance with the necessary requirements for registration
of the deed of transfer. The vendor's agreements have been vetted by the Ministry of Law.
This presumes that the land to be transferred now belongs to BPDB, in which case the
vetting of the Ministry of Land is not required for the land transfer. If the land is owned by
the Government, then questions of lease may become relevant, in which case the
Government’s internal policies for vetting of such lease agreements, which may involve
the Ministries of Land and Law, would be followed by the Government.

C) We need to ascertain that in the way of establishing BPDB as a holding company
and in establishing its subsidiary companies, which Ministries are to be consulted and
agreement or vetting of which Ministries are to be required. For example, for VAT and Tax
we need vetting of NBR. Similarly, for transfer or lease of acquisitioned land
vetting/agreement of Land Ministry is needful.

Under the Rules of Business, Cabinet approval would be required for establishment of
HoldCo as a company wholly owned by the Government. Particular matters would need t
be reviewed in light of the Rules of Business to ascertain whether any Ministry would be
required to approve of the matter.

d) How the following matters are to be accommodated or which Authority will take the
responsibility of the following:

8 |ssued by the President in exercise of powers conferred by Article 55(6) of the Constitution for
allocation and transaction of business of the Government.
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“All debts, liabilities and obligations incurred, all contracts entered into, all matters
and things engaged to be done by, with or for the BPDB and all suits and other
legal proceedings instituted by or against the BPDB after the commencement of
P.O. 59 of 1972".

P.O. 59 provided that on the commencement of the Order, all debts, liabilities and
obligations incurred, all contracts entered into and all matters and things engaged to be
done by, with or for, the said Authority before the commencement of this Order shall be
deemed to have been incurred, entered into, acquired or engaged to be done by, with or
for BPDB, so far as they relate to the undertakings transferred to BPDB. Since BPDB will
continue to exist, and HoldCo is intended to be formed as a new company with a clean
slate, such a vesting of debts, liabilities and obligations may not be required. If the HoldCo
is required to replace BPDB as a party to any contract, this may be done either by an
amendment to P.0.59 by insertion of a section vesting such contractual obligations upon
BPDB, or by novation of contract.

e) Whether a Deed of Agreement (Vendor’'s Agreement) is to be required between the
Holding Company and the Government.

A vendor’'s agreement may be required between BPDB and HoldCo in respect of the sale
and transfer of the shares held by BPDB in the subsidiary companies to HoldCo. No such
agreement will be required between the Government and HoldCo unless it is intended for
the Government to transfer any property, including shares, owned by the Government
(rather than BPDB) to the HoldCo.

f) How the Sponsor Company will be selected by the Holding Company and what
sorts of formalities are to be maintained with the Government for that?

The term “Sponsor Company” is not understood. If the intention is “Subsidiary Company”,
then all of BPDB's existing subsidiaries as well as future operations to be corporatized are
to be transferred to HoldCo following the processes described in the Final Report.

Q) To redress or to settle the above observations whether a simple Amendment of
P.0.59 of 1972 is sufficient or a new Act/ordinance is essential. It should be
mentioned/explained clearly.

In fact, a new statutory provision, whether by amendment of P.O.59, or by a new
enactment, will not be necessary to address any of the observations made above. As a
matter of abundant caution, should the Government so think necessary, a section may be
inserted in P.O.59 by amendment, similar to the existing Section 32(6), providing for the
formation of a holding company and for removing any difficulty arising out of, or in
connection with, the formation of the holding company.

NOTE: Please see attached scanned amendment to the Bangladesh Biman
Corporation Ordinance 1977 which was enacted to convert Bangladesh Biman
Corporation in its entirety to a public limited company. This is not appropriate in the case
of BPDB as BPDB is not being dissolved, but a separate legal entity, HoldCo, is being
created.
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APPENDIX F: SAMPLE PERFORMANCE CONTRACT

F.1 INTRODUCTION

This document sets out the intentions of the Board of HoldCo with respect to the
operations of the Group over the years 2010-2015. It has been prepared and submitted to
the Shareholders and, when accepted (possibly after negotiation and amendment), will
constitute a performance contract between the Board and the Shareholder.

F.2 GENERAL STATEMENT OF PURPOSE

HoldCo’s purpose is to play a major part in giving effect to the Government’s power sector
reform objectives as set out in the Government’s 1994 publication Power Sector Reforms
in Bangladesh and the subsequent 2000 Vision Statement.

F.3 SCOPE OF BUSINESS

HoldCo’s principal function is to own controlling interests in companies that exist or will in
future exist to own and operate the Government’s power sector assets that are at present
directly or indirectly owned and operated by BPDB and its subsidiaries or other
Government entities. It may take interests in other power companies as well.

The principal activities of subsidiary companies are generation, transmission and
distribution of electric power.

F.4 OBJECTIVES & STRATEGIES

HoldCo's principal objective is to ensure that its subsidiary companies are efficiently
directed, financed and managed.

HoldCo'’s principal strategies to achieve its objective are:

* Ensure the highest level of direction and management of all companies in
the Group

» Employ capable professional staff to implement Board policies
» Provide Group-wide policies on key issues such as:
i. Evaluation, selection and financing of capital works
ii. Health, safety and environmental management
iii. Accounting and financial reporting policies
iv. Information and communication technology

v. Risk management, including compliance with relevant laws and
regulations

vi. Human resource management, including recruitment, training and
remuneration and related matters

* Implement a performance management system that will identify subsidiary
resources and plans and establish corresponding performance targets,
monitor group operational and financial performance against those targets,
and reward subsidiaries or take remedial action where necessary
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» Based on a review of the overall system plan, corresponding budget
requirements and resource availability, determine the optimal allocation of
capital among Group companies so as to best achieve overarching targets
agreed with the Government

* Provide technical assistance or support to subsidiaries drawing on broader
Group experience or resources to help them achieve their targets.

F.5 FINANCIAL & OPERATIONAL PERFORMANCE TARGETS AND MEASURES
The effectiveness of HoldCo will be reflected in the operational and financial results of its
subsidiaries. Group-wide operational performance ratios reflect commercial performance.
The consolidated financial statements of HoldCo reflect the financial performance of the
Group.

F.5.1 Operational Performance—major objectives

[These objectives should reflect or support the Government’s broader sector-wide
objectives]

Generation: [here are planned totals of generating capacity to be available]

Transmission: [here major construction or rehabilitation projects are summarized by
completion date]

Distribution: [here are summarized major capital works by completion date and impacts on
performance]

F.5.2 Operational Performance—summary’
[Note that HoldCo commences operations with effect from 1 July 2009, so the first

reporting year is FY 2010. Although the planning period is five years, projections below
run to FY 2015, which is the end of the FRRP projections.]
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Item Unit 2010 2011 2012 2013 2014 2015
Total sales GWh
Bulk - REB %
HV %
MV %
LV %
Retail connections k
Revenue yield Tk /kKWh
System losses % Sent out
Generation plant factor % time
Transmission outages No
Transmission outages Av duration mins
Distribution outages No
Distribution outages Av duration mins
System peak demand MW
Load shed at peak %
Capital works
Expenditure % budget
Completed works % on time by value
Completed works % budget
F.5.3 Financial Performance
Item Unit 2010 2011 2012 2013 2014 2015
Profitability
Operating Return on Av. Net Fixed Assets i/s % BTBI 3.7% 4.7% 5.1% 5.2% 5.3% 5.4%
Return on Revenue % BTBI 23% 24% 23% 21% 20% 19%
Net return on Equity % ATAI 1.3% 8.9% 9.1% 9.0% 8.7% 8.6%
Productivity
Revenue : Total Capital Employed % 35% 38% 41% 43% 47% 48%
Return on Total Capital Employed % BTBI 8.0% 9.0% 9.3% 9.3% 9.4% 9.4%
Liquidity
Current assets : current liabilities ratio
Trade debtors Months' rev
Long Term Debt : Equity ratio 24 2.3 21 2.0 1.9 1.8
LT Liabilities : (LT Liabilities + Equity) % 1% 69% 68% 67% 65% 64%
Debt Service Cover % 10% 1% 13% 13% 14% 14%
Selffinancing ratio % 3 yr CapEx
BTBI : Before Tax, Interest
ATBI : After T ax, Interest
F-3
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F.5.4 Capital Structure—consolidated

Item Unit 2010 2011 2012 2013 2014 2015

Paid in capital 90615 90615 90615 90615 90615 90615
Retained income 5654 13 511 21902 26852 34475 39493
less Share purchase premium 3481 3481 3481 3481 3481 3481
Shareholders' equity 92788 100645 109036 113986 121608 126626
Minority interest in PGCB 5167 5844 6692 7615 8602 9656
Total shareholders' funds M Tk 97955 106489 115728 121601 130210 136282
Long term liabilities & provisions 228481 230293 230963 227464 224305 222965
Total Capital Employed M Tk 326436 336782 346691 349065 354515 359247

F.6 BASIS FOR PERFORMANCE TARGETS

[The Group performance targets stipulated above are predicated on a number of factors
outside the control of the Group. In certain cases, performance will depend on delivery on
commitments by the Government, e.g. financing and subsidies, or on decisions by the
Regulator, e.qg. tariff levels. While the Government has the authority as Shareholder to
change or reward the management of HoldCo, it also has an obligation to provide support
or resources that have been promised. The Performance Contract must make these
mutual obligations between HoldCo and Government explicit. In addition, other key
exogenous factors should be highlighted to help determine ex-post whether a deviation
from target performances is the result of Board performance or factors outside its control]

The financial and operational performance targets have been developed based on
assumptions regarding various exogenous factors, financing availability, tariff levels, and
subsidies. Each set of assumptions is discussed in turn below.

F.6.1 Exogenous Factors

[The financial and operational objectives have been established on the basis of various
factors outside the control of HoldCo. Such factors include fuel prices, inflation, the
frequency and intensity of cyclones, other force majeure events, etc. These assumptions
should be enumerated here]

F.6.2 Financing Availability

[The financial projections obviously depend on continuing investment. Realization of
planned investment will also affect operational performance. This section should
enumerate the type and amount of financing expected each year, and for debt financing,
the interest rate and tenor]

F.6.3 Tariff Levels

[Tariffs are set by the Regulator, and hence are outside the control of HoldCo.
Nonetheless, they are a critical driver of financial performance, and indirectly, of
operational performance. Assumed tariff levels can be expressed as a sales-weighted
average annual tariff yield. However, SubCos obligations to prepare tariff filings in
compliance with regulations should also be noted here.]
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F.6.4 Subsidies

[Any Government subsidies that are included in the financial projections should be noted
here. An example is given below]

HoldCo’s distribution subsidiaries provide a first block of power to their customers below
cost as mandated by the Regulator. Based on the forecast sales for each of the following
years, the following table sets out the amount of assumed Government compensation in
the form of subsidies. Details have been submitted to the Regulator for confirmation of
reasonableness.

Item Unit | 2010 2011 2012 2013
No of customers k 2100 2200 2400 2550
Average consumption pa kWh 525 600 610 625
Total sales below cost GWh 1103 1320 1464 1594
Average yield Tk/kWh 2.00 2.02 2.04 2.06
Expected revenue M Tk 2205 2 666 2987 3284
Cost Tk/kWh 4.85 4.89 493 497
Cost M Tk 5 347 6 453 7214 7917
Subsidy sought M Tk 3142 3787 4228 4633

F.7 REPORTING
The Board shall report to the Shareholders as follows:

*  Within two months of the end of each quarter: summarized financial
statements indicating the results of the Group against operating and capex
budgets and performance against the targets in the Performance
Contract.?

» Within three months of the end of each financial year: audited financial
statements and accompanying directors’ and CEO’s reports.*

The Chairman shall keep the Shareholders informed about any significant matters that
arise, especially matters affecting public expenditure, safety of staff and public, and the
supply of power.
F.8 DIVIDEND POLICY
The directors to propose to pay dividends when the following conditions are met:

* The HoldCo Group is profitable

e Sufficient cash is available

* The ratio of debt/(debt+equity) is less than 70 per cent.

29 It is proposed to follow US practice and have the auditor review the reports and make

limited comment on them.

%0 Contracts with auditors incorporate these deadlines.
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Dividends are expected to be payable from FY 2011 at five per cent of paid up capital,
approximately one third of tax paid profit

F.9 ACCOUNTING POLICIES
The Group shall observe the requirements of Bangladesh Accounting Standards.

The Board has elected to follow the fair value approach of presenting the value of fixed
assets in service and therefore of shareholder’s equity, generally in accordance with BAS
16. The cost of fixed assets in service will be restated not less often than three-yearly to
reflect changes in replacement cost depreciated at rates that reflect capital consumption
over the economic lives of plant items.

F.10 COMMERCIAL VALUE OF GOVERNMENT'S INVESTMENT

The commercial value of the Government’s investment in the HoldCo Group as at 30 June
2010 is estimated to be Tk 100,200 million, based on market value of shares of PGCB
plus the lesser of depreciated replacement cost of fixed assets plus working capital and
the present worth of future cash flows.

F.11 PROCEDURE FOR SALE & PURCHASE OF SHARES OR ASS ETS

[The Group’s five year financing plan will show the extent, if any, to which it is proposed to
finance its operations by the sale of equity in subsidiaries or the issue of shares in
HoldCo.]

Per the Articles of Association, and subject to Shareholder approval and the requirements
of the Companies Act:

e Shares in subsidiaries will be sold or new shares will be issued at values
established by independent valuers

* A & B shares in HoldCo will be issued on the same basis but in proportions
that retain the Government’s minimum controlling interest of 51 per cent.

F.12 CORPORATE GOVERNANCE

The Board has reviewed the requirements and recommendations of the SEC, the
Bangladesh Enterprise Institute and the OECD and drawn up a set of principles and
practices that will be incorporated in a manual that reflects the Board’s view of the best
interests of the Group’s stakeholders. Major subjects to be included in the manual are
noted hereunder.

F.12.1 Code of Practice

The Board will draw up and issue a code of practice for directors, managers and all
employees of the Group. It will include directors’ obligations; director and employees
standards of behavior; conflicts of interest; receipt and use of company information, gifts
and property; compliance with HoldCo’s policies and processes, relevant legislation and
regulations; disciplinary measures and processes.
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F.12.2 Independent Directors

The HoldCo's constitution limits Government employees as directors to not more than one
third. The majority of directors is therefore always independent.

F.12.3 Chairman & CEO

The Chairman of directors will be non-executive. The President (Managing Director) is the
Group’s chief executive officer.

F.12.4 Board Committees
The Board will set up the following committees with appropriate terms of reference:

* Audit and Risk Management

* Finance and Planning

* Information Technology

» Technical

* Human Resources, Nomination and Remuneration
F.12.5 Auditors
The Group’s auditors shall be independent, qualified and appointed by the shareholder for
terms not exceeding three years. They will not normally be employed to provide any other
services than advice on taxation.
F.12.6 Risk management
The Audit & Risk Management Committee, assisted by an executive subcommittee and
such technical advisers as may be necessary, will oversee the establishment of

procedures within the Group for identifying financial, operating and other risks and policies
and procedures to mitigate them

F.13 SUBSIDIARY COMPANIES

[Subsidiary companies and the scope of activities of each are enumerated here.]
Appendix—Consolidated Financial Projections

[A set of consolidated financial statements taken from the Business Plan would be

appended here indicating the planned results and key assumptions on which they are
based.]
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JOB DESCRIPTION

Title President & CEO

Reports to Chairman — Board of Directors

Position Responsibilities

» Develop and recommend long term strategies and business plans to the Board of
HoldCo to ensure the viability of HoldCo and the Subsidiaries.

* Implement all strategies and plans approved by the Board of HoldCo.
* Be the Boards representative on the Board of the Subsidiary.
» Submit financial statements, budgets and reports for consideration by the Board.

» Ensure that the HoldCo achieves its financial and long-term business objectives
through effective management of functional departments.

» Ensure that appropriate strategies are in place to manage the company's resources
effectively.

» Ensure the effective financial management of the HoldCo and the Subsidiaries,
including all treasury functions, financial reporting, and planning.

» Ensure that HoldCo fulfills all it statutory obligations

» Ensure that HoldCo and the Subsidiaries keeps abreast of current market,
economic, technology and political trends to maximize business opportunities and
minimize risk.

* Establish effective relationships and performance contracts with the Government
and the Subsidiaries ensuring the delivery on performance contracts are of the
highest quality while meeting the laid objectives.

 Build and maintain an effective working relationship with all senior managers
ensuring all functional groupings align with other organizational priorities and
initiatives

» Provide leadership, vision and direction for all employees of HoldCo and the
Subsidiaries.

Position Competencies

Some of the competencies required for the position are:
* Performance Focus

Committed to exceeding targets and improving performance and does this by
being creative and innovative. Links business plan goals and key result
areas with stakeholder needs in order to achieve goals.

« Commercial Orientation




Develops and implements innovative and robust business strategies which
explore opportunities and display a thorough appreciation of the market and
industry conditions, risks and anticipated stakeholder needs.

* Managing Change

Displays a positive attitude to change and persists in the face of ongoing
obstacles and challenges by maintaining morale and enthusiasm.

e Teamwork

Leads, contributes to, and co-operates willingly with the team and promotes
team spirit. Communicates needs clearly and effectively by clarifying
responsibilities, goals and outcomes to be achieved.

* Leadership & Vision

Actively promotes HoldCo’s principles and the organization's strategies and
goals internally and externally. Represents policies and decisions of HoldCo
positively. Inspires others to adopt the principles and goals of the
organization. Promotes and adopts the creation and implementation of
innovative approaches, new ideas and methods. Is able to consider requests
to change plans and goals with an open mind; and to evaluate others’ views
logically.

Qualification

» Bachelor / Master of Engineering or Technology with a Business Degree
* Minimum 15 — 20 years experience in the power sector
 Cross functional experience in the power sector is a must




JOB DESCRIPTION

Title Vice President — Financial Planning

Reports to President & CEO

Position Responsibilities

» Responsible for the internal management of the financial planning department
ensuring that all financial objectives, requirements and timeframes are met.

» Obtain information from Government System Planner, review Subsidiary technical
plans and designs and conduct techno feasibility studies on subsidiary plans for
better financial planning. Evaluate proposed projects and provide technical
expertise as required related to financial planning and management.

* |dentify the financing requirements including Capex, loans, repayments etc. for the
subsidiaries.

« Identify sources of funds and conduct negotiations with funding agencies on terms
and in turn negotiate terms with subsidiaries for their financing requirements.

* Provide senior management with financial reports, statistics, forecasts and other
information necessary for effective financial planning, management and control of
the HoldCo and the subsidiaries including monitoring of net position and develop
strategies for managing surpluses or shortfalls.

* Participate in the development of the HoldCo accounting policies and ensure that
accounting methods and procedures are used in accordance with HoldCo policies.
Develop financial reporting procedures for the subsidiaries.

» Oversee production of financial and management accounts, budgeting and
forecasting, treasury, financial decision making and tax responsibilities

» Understand and anticipate financial risks, putting in place appropriate strategies to
avoid and/or alleviate negative outcomes

* Manage and maintain effective relationships with Banking and Insurance service
providers and negotiate best terms / rates with them. Insure the subsidiary and
where applicable HoldCo assets.

* Member of Senior Management team and contributor to strategic direction and
development of the HoldCo's long range strategies and business plans.

Position Competencies

Some of the competencies required for the position are:
* Performance Focus

Committed to exceeding targets and improving performance and does this by
being creative and innovative. Links business plan goals and key result




areas with stakeholder needs in order to achieve goals.
e« Commercial Orientation

Develops and implements innovative and robust business strategies which
explore opportunities and display a thorough appreciation of the market and
industry conditions, risks and anticipated stakeholder needs.

* Managing Change

Displays a positive attitude to change and persists in the face of ongoing
obstacles and challenges by maintaining morale and enthusiasm.

e Teamwork

Leads, contributes to, and co-operates willingly with the team and promotes
team spirit. Communicates needs clearly and effectively by clarifying
responsibilities, goals and outcomes to be achieved.

» Leadership & Vision

Actively promotes HoldCo’s principles and the organization's strategies and
goals internally and externally. Represents policies and decisions of HoldCo
positively. Inspires others to adopt the principles and goals of the
organization. Promotes and adopts the creation and implementation of
innovative approaches, new ideas and methods. Is able to consider requests
to change plans and goals with an open mind; and to evaluate others’ views
logically.

Qualification

» Bachelor / Master of Engineering or Technology with a Business Degree —
preferably with specialization in Finance

* Minimum 15 years experience in the power sector

* In depth understanding of the financial planning requirements in the power sector




JOB DESCRIPTION

Title Vice President — Performance Management

Reports to President & CEO

Position Responsibilities

» Develop performance parameters for evaluation and Monitoring of performance of
HoldCo and Subsidiaries.

» Negotiate between the parties concerned on drawing up of performance contracts
and the targets laid therein. Present the results of the negotiations on performance
to the management and Board of the HoldCo.

* Assist development of performance contracts and evaluation criteria including
promoting adoption of best practices.

» Set procedures for monitoring of performance contracts and ensure collection,
collation and analysis of data with regard to evaluating performance against set
targets.

» Use data available and create a detailed set of Benchmarks related to performance
targets.

» Ensure compliance across HoldCo and subsidiaries in meeting norms related to
environment, human resources etc.

» Audit performance contract related issues across subsidiaries.

» Develop IT policy across the HoldCo and the subsidiaries. Identify and develop MIS
requirements between HoldCo and Subsidiaries and ensure compliance.

* Ensure IT enablement of services and data across the HoldCo and the subsidiaries.

* Member of Senior Management team and contributor to strategic direction and
development of the HoldCo's long range strategies and business plans.

Position Competencies

Some of the competencies required for the position are:
* Performance Focus

Committed to exceeding targets and improving performance and does this by
being creative and innovative. Links business plan goals and key result
areas with stakeholder needs in order to achieve goals.

« Commercial Orientation

Develops and implements innovative and robust business strategies which
explore opportunities and display a thorough appreciation of the market and




industry conditions, risks and anticipated stakeholder needs.
Managing Change

Displays a positive attitude to change and persists in the face of ongoing
obstacles and challenges by maintaining morale and enthusiasm.

Teamwork

Leads, contributes to, and co-operates willingly with the team and promotes
team spirit. Communicates needs clearly and effectively by clarifying
responsibilities, goals and outcomes to be achieved.

Leadership & Vision

Actively promotes HoldCo’s principles and the organization's strategies and
goals internally and externally. Represents policies and decisions of HoldCo
positively. Inspires others to adopt the principles and goals of the
organization. Promotes and adopts the creation and implementation of
innovative approaches, new ideas and methods. Is able to consider requests
to change plans and goals with an open mind; and to evaluate others’ views
logically.

Qualification

» Bachelor / Master of Engineering or Technology with a Business Degree
* Minimum 15 years experience in the power sector
» Well versed with both financial and technical aspect of operations in the power

sector




JOB DESCRIPTION

Title Vice President — Program and Projects

Reports to President & CEO

Position Responsibilities

» Review, monitor and implement multi lateral donors / government funded projects
at HoldCo and Subsidiary level

» Develop procedures for project planning and monitoring as per donor guidelines.
Report on a regular basis progress and achievements. Present the report to the
HoldCo management and the Board.

* Prepare project plan, terms of reference for new projects in coordination with the
donors.

* Identify and Initiate new efficiency improvement programs with subsidiaries.

» Develop project plan for such programs with subsidiaries and monitor
implementation and success. Identify key resources across the sector to work on
these special program

» Develop and document key processes to ensure better coordination between the
Subsidiaries and the HoldCo.

* Member of Senior Management team and contributor to strategic direction and
development of the HoldCo's long range strategies and business plans.

Position Competencies

Some of the competencies required for the position are:

* Performance Focus

Committed to exceeding targets and improving performance and does this by
being creative and innovative. Links business plan goals and key result

areas with stakeholder needs in order to achieve goals.

« Commercial Orientation

Develops and implements innovative and robust business strategies which
explore opportunities and display a thorough appreciation of the market and

industry conditions, risks and anticipated stakeholder needs.

 Managing Change

Displays a positive attitude to change and persists in the face of ongoing

obstacles and challenges by maintaining morale and enthusiasm.

e Teamwork




Leads, contributes to, and co-operates willingly with the team and promotes
team spirit. Communicates needs clearly and effectively by clarifying
responsibilities, goals and outcomes to be achieved.

» Leadership & Vision

Actively promotes HoldCo’s principles and the organization's strategies and
goals internally and externally. Represents policies and decisions of HoldCo
positively. Inspires others to adopt the principles and goals of the
organization. Promotes and adopts the creation and implementation of
innovative approaches, new ideas and methods. Is able to consider requests
to change plans and goals with an open mind; and to evaluate others’ views
logically.

Qualification

» Bachelor / Master of Engineering or Technology with a Business Degree
* Minimum 15 years experience in the power sector
» Past experience in Project Monitoring and Implementation is a must.




JOB DESCRIPTION

Title General Manager — Accounting

Reports to Vice President — Financial Planning

Position Responsibilities

» Prepare accounting statements and reports in compliance with the requirements as
set by the Bangladesh Accounting Standards.

» Ongoing contribution to and evaluation of, legislative and financial report
requirements, and modification to accounting procedures and systems where
necessary

» Consolidation of Accounts of the HoldCo and the Subsidiaries and preparation of
consolidated financial statements.

* Provide financial reports inputs for preparation of Annual report of the HoldCo
* Responsible for Treasury Asset Management.

» Ensure financial priorities are identified and actioned swiftly

» Maintain overall accuracy of the accounting system including all ledgers

» Coach, lead and supervise accounts and support staff

Position Competencies

Some of the competencies required for the position are:
» Performance Focus

Committed to exceeding targets and improving performance and does this by
being creative and innovative. Links business plan goals and key result
areas with stakeholder needs in order to achieve goals.

« Commercial Orientation

Develops and implements innovative and robust business strategies which
explore opportunities and display a thorough appreciation of the market and
industry conditions, risks and anticipated stakeholder needs.

 Managing Change

Displays a positive attitude to change and persists in the face of ongoing
obstacles and challenges by maintaining morale and enthusiasm.

e Teamwork




Leads, contributes to, and co-operates willingly with the team and promotes
team spirit. Communicates needs clearly and effectively by clarifying
responsibilities, goals and outcomes to be achieved.

» Leadership & Vision

Actively promotes HoldCo’s principles and the organization's strategies and
goals internally and externally. Represents policies and decisions of HoldCo
positively. Inspires others to adopt the principles and goals of the
organization. Promotes and adopts the creation and implementation of
innovative approaches, new ideas and methods. Is able to consider requests
to change plans and goals with an open mind; and to evaluate others’ views
logically.

Qualification

» Chartered Accountant with minimum 10 - 14 years experience in accounting and
related activities

OR

* M.Com with atleast 15 years experience in audit

OR

» B.Com with Post Graduate Diploma in Financial Management with 15 -20 years
experience in accounting




JOB DESCRIPTION

Title General Manager — System Planning Review

Reports to Vice President — Financial Planning

Position Responsibilities

 Carry out design review of engineering plans of the subsidiaries through application
of the knowledge of engineering theory and practice.

* Identify any problems in the design if any and provide recommendations

» Conduct and present techno feasibility of the reviewed design as input for financial
planning activity.

* Review master plan of the government as obtained from Single buyer. Ascertain
feasibility of subsidiary plans ensuring that it is in line with the master plan.

* Prepare preliminary and/or detailed estimates cost estimates for the submitted plan.

Position Competencies

Some of the competencies required for the position are:
* Performance Focus

Committed to exceeding targets and improving performance and does this by
being creative and innovative. Links business plan goals and key result
areas with stakeholder needs in order to achieve goals.

« Commercial Orientation

Develops and implements innovative and robust business strategies which
explore opportunities and display a thorough appreciation of the market and
industry conditions, risks and anticipated stakeholder needs.

 Managing Change

Displays a positive attitude to change and persists in the face of ongoing
obstacles and challenges by maintaining morale and enthusiasm.

e Teamwork

Leads, contributes to, and co-operates willingly with the team and promotes
team spirit. Communicates needs clearly and effectively by clarifying
responsibilities, goals and outcomes to be achieved.

» Leadership & Vision




Actively promotes HoldCo’s principles and the organization's strategies and
goals internally and externally. Represents policies and decisions of HoldCo
positively. Inspires others to adopt the principles and goals of the
organization. Promotes and adopts the creation and implementation of
innovative approaches, new ideas and methods. Is able to consider requests
to change plans and goals with an open mind; and to evaluate others’ views
logically.

Qualification

* Engineering Graduate
* Minimum 12 — 14 years experience preferably in the power sector
» Past experience in System design and review is a must




JOB DESCRIPTION

Title General Manager — IT & MIS

Reports to Vice President — Performance Review and Monitoring

Position Responsibilities

Develops, together with the Vice Presidents of the HoldCo a cost effective and
sustainable IT strategy for the HoldCo through consultation and collaboration with
all Departments.

Implement practicable cost effective Information Technology Solutions to ensure
strategic goals of the HoldCo are realized.

Develop MIS parameters and develop mechanism of data exchange between the
HoldCo and the Subsidiaries including IT enablement of this process.

Manage and coordinate the maintenance of the operating systems and software to
ensure user requirements are being met as effectively as possible from a systems
perspective

Implement procedures and controls to effectively manage the use of the Information
Technology System

Create, implement, maintain and review Information Technology specific
processes, methods, principles of working, systems and models that are the most
effective and reflect the business needs and develop and enhance them on a
regular and on-going basis, to generate continuous improvement in quality and
service.

Position Competencies

Some of the competencies required for the position are:

 Performance Focus

Committed to exceeding targets and improving performance and does this by
being creative and innovative. Links business plan goals and key result
areas with stakeholder needs in order to achieve goals.

e Commercial Orientation

Develops and implements innovative and robust business strategies which
explore opportunities and display a thorough appreciation of the market and
industry conditions, risks and anticipated stakeholder needs.

* Managing Change

Displays a positive attitude to change and persists in the face of ongoing
obstacles and challenges by maintaining morale and enthusiasm.




e Teamwork

Leads, contributes to, and co-operates willingly with the team and promotes
team spirit. Communicates needs clearly and effectively by clarifying
responsibilities, goals and outcomes to be achieved.

» Leadership & Vision

Actively promotes HoldCo’s principles and the organization's strategies and
goals internally and externally. Represents policies and decisions of HoldCo
positively. Inspires others to adopt the principles and goals of the
organization. Promotes and adopts the creation and implementation of
innovative approaches, new ideas and methods. Is able to consider requests
to change plans and goals with an open mind; and to evaluate others’ views
logically.

Qualification

» Engineering Graduate with IT Specialization
* Minimum 12 — 14 years experience preferably in the power sector
» Past experience in development of MIS systems is a must




JOB DESCRIPTION

Title Senior Manager / Manager — Internal Audit

Reports to Chairman — Board of Directors

Position Responsibilities

» Monitor the achievements of the organizational objectives
» To identify, assess and manage risks to those objectives

» To advise on, formulate internal audit policy

» To ensure compliance with policies, laws and regulations

» To ascertain the integrity and reliability of financial and other information provided
to management and stakeholders, including those used in decision making

» To ascertain that systems of control are laid down and operate to promote the most
economic, efficient and effective use of resources and to safeguard assets

* Lead and manage a team of auditors to conduct regular audit and checks across
the HoldCo and in some situations the subsidiaries.

* Review Subsidiaries Internal Audit Report and present findings to the Board.

* Trains staff and creates a positive learning and working environment through
delegation and coaching.

» Add value by acting as a facilitator in business risk management and carrying our
value for money reviews, thereby assisting the management and the board of the
HoldCo in the effective discharge of their responsibilities.

Position Competencies

Some of the competencies required for the position are:
* Performance Focus

Committed to exceeding targets and improving performance and does this by
being creative and innovative. Links business plan goals and key result
areas with stakeholder needs in order to achieve goals.

e Commercial Orientation

Develops and implements innovative and robust business strategies which
explore opportunities and display a thorough appreciation of the market and
industry conditions, risks and anticipated stakeholder needs.

* Managing Change

Displays a positive attitude to change and persists in the face of ongoing
obstacles and challenges by maintaining morale and enthusiasm.




Teamwork

Leads, contributes to, and co-operates willingly with the team and promotes
team spirit. Communicates needs clearly and effectively by clarifying
responsibilities, goals and outcomes to be achieved.

Leadership & Vision

Actively promotes HoldCo’s principles and the organization's strategies and
goals internally and externally. Represents policies and decisions of HoldCo
positively. Inspires others to adopt the principles and goals of the
organization. Promotes and adopts the creation and implementation of
innovative approaches, new ideas and methods. Is able to consider requests
to change plans and goals with an open mind; and to evaluate others’ views
logically.

Qualification

» Chartered Accountant with minimum 7 - 10 years experience in auditing and
related activities

OR

* M.Com with atleast 10 - 12 years experience in audit

OR

* B.Com with Post Graduate Diploma in Financial Management with 10 — 12 years
experience in audit




JOB DESCRIPTION

Title

Senior Manager / Manager — Corporate Communications

Reports to President & CEO

Position Responsibilities

 Create, implement and oversee communication programs that effectively describe
and promote the organization and its objectives

» Prepare presentations for effectively communicating company programs and
policies to employees and other stakeholders

« Liaison with and build relations with media and other bodies to manage the
corporate image including preparation of publicity and press materials

* Manage internal and external corporate events and ensure the event meets its
intended objective

 Provide corporate communications support to subsidiaries as and when required

» Develop confidence in HoldCo involving various public stakeholders and positioning
the HoldCo as a company of choice through communication activities.

» Regularly communicate, coordinate and create and maintain good and cordial
contacts with administrative, legislative and judicial members of the Royal
government.

» Keep the employees informed of the important sector (industry) changes at all unit
levels that could have impact or affect HoldCo or its Subsidiaries.

Position Competencies

Some of the competencies required for the position are:

Performance Focus

Committed to exceeding targets and improving performance and does this by
being creative and innovative. Links business plan goals and key result
areas with stakeholder needs in order to achieve goals.

Commercial Orientation

Develops and implements innovative and robust business strategies which
explore opportunities and display a thorough appreciation of the market and
industry conditions, risks and anticipated stakeholder needs.

Managing Change

Displays a positive attitude to change and persists in the face of ongoing
obstacles and challenges by maintaining morale and enthusiasm.

Teamwork




Leads, contributes to, and co-operates willingly with the team and promotes
team spirit. Communicates needs clearly and effectively by clarifying
responsibilities, goals and outcomes to be achieved.

» Leadership & Vision

Actively promotes HoldCo’s principles and the organization's strategies and
goals internally and externally. Represents policies and decisions of HoldCo
positively. Inspires others to adopt the principles and goals of the
organization. Promotes and adopts the creation and implementation of
innovative approaches, new ideas and methods. Is able to consider requests
to change plans and goals with an open mind; and to evaluate others’ views
logically.

Qualification

» Graduate with Business Degree
« Communications specialization
* Minimum 10 years experience preferably in the power sector




JOB DESCRIPTION

Title

Senior Manager / Manager — Human Resources & Training

Reports to President & CEO

Position Responsibilities

* Design, develop and implement Human Resource Strategies consistent with the
business objectives of the HoldCo.

* Provide HoldCo expert knowledge of human resource activities and processes
including recruitment, human resource planning, training and development,
performance management, remuneration and staff benefits.

» Ensure compliance with the obligations of the HoldCo to meet its legislative and
contractual obligations as an employer.

* ldentify long-term staffing resource issues, including planning for succession and
development and delivering training strategies to resolve resource issues.

 Training needs analysis to determine organizational and individual training needs
including preparation of annual training plans including monitoring and evaluation of
training and development programs

» Ensure that the Human Resources Cell achieves its targets and business
objectives through effective and integrated leadership and management of all its
functions

Position Competencies

Some of the competencies required for the position are:

Performance Focus

Committed to exceeding targets and improving performance and does this by
being creative and innovative. Links business plan goals and key result
areas with stakeholder needs in order to achieve goals.

Commercial Orientation

Develops and implements innovative and robust business strategies which
explore opportunities and display a thorough appreciation of the market and
industry conditions, risks and anticipated stakeholder needs.

Managing Change

Displays a positive attitude to change and persists in the face of ongoing
obstacles and challenges by maintaining morale and enthusiasm.

Teamwork




Leads, contributes to, and co-operates willingly with the team and promotes
team spirit. Communicates needs clearly and effectively by clarifying
responsibilities, goals and outcomes to be achieved.

» Leadership & Vision

Actively promotes HoldCo’s principles and the organization's strategies and
goals internally and externally. Represents policies and decisions of HoldCo
positively. Inspires others to adopt the principles and goals of the
organization. Promotes and adopts the creation and implementation of
innovative approaches, new ideas and methods. Is able to consider requests
to change plans and goals with an open mind; and to evaluate others’ views
logically.

Qualification

» Graduate with Business Degree with specialization in Human Resources
* Minimum 10 years experience preferably in the power sector




JOB DESCRIPTION

Title Senior Manager / Manager — Corporate Communications

Reports to President & CEO

Position Responsibilities

* Develop and oversee systems that ensure company’s compliance with all legal and
statutory requirements

* Ensure the Group's compliance with legal and regulatory requirements

 Provide advice in relation to the Group's acquisitions, disposals and other corporate
and contractual transactions, whether financial or otherwise

* Providing legal support to the Subsidiaries as and when required.

* Responsible for maintaining Shareholder relations including register of
shareholders and monitoring changes in share ownership

» Represent the HoldCo at the Registrar of Companies on all company related
matters.

» Arrange Annual General Meetings, prepare agendas, Minutes of the meeting and
assist in the production of company annual reports

» Monitor changes in relevant legislation and regulatory environment and take
appropriate action

Position Competencies

Some of the competencies required for the position are:
» Performance Focus

Committed to exceeding targets and improving performance and does this by
being creative and innovative. Links business plan goals and key result
areas with stakeholder needs in order to achieve goals.

« Commercial Orientation

Develops and implements innovative and robust business strategies which
explore opportunities and display a thorough appreciation of the market and
industry conditions, risks and anticipated stakeholder needs.

 Managing Change

Displays a positive attitude to change and persists in the face of ongoing
obstacles and challenges by maintaining morale and enthusiasm.

e Teamwork




Leads, contributes to, and co-operates willingly with the team and promotes
team spirit. Communicates needs clearly and effectively by clarifying
responsibilities, goals and outcomes to be achieved.

» Leadership & Vision

Actively promotes HoldCo’s principles and the organization's strategies and
goals internally and externally. Represents policies and decisions of HoldCo
positively. Inspires others to adopt the principles and goals of the
organization. Promotes and adopts the creation and implementation of
innovative approaches, new ideas and methods. Is able to consider requests
to change plans and goals with an open mind; and to evaluate others’ views
logically.

Qualification

» Graduate with Degree in Law
* Minimum 10 years experience with in depth understanding of the power sector
operations




APPENDIX H:VALUATION OF FIXED ASSETS & INVESTMENTS

H.1 PURPOSE OF PAPER

The GoB'’s plan for development of the power sector envisions that all entities in it will in
time become operating subsidiaries of a holding company. It is therefore necessary to
examine briefly the policies that have been followed to date in the sector, notably in the
bifurcation of BPDB to create DESA and, subsequently, DESA’s spin-off of DESCO, as
well as in the formation of BPDB’s present subsidiaries, APSC, PGCB and WZPDCL.

This paper examines policies adopted and recommendations made in the past, identifies
issues relating to the valuation of assets intended for long term holding and prior to their
transfer to a NewCo®" and options for dealing with them.

In principle, the valuation of fixed assets in all companies in the sector should be made on
bases that are mutually consistent, economically justified and commercially sound. It is
essential that the accounting policies employed by a group of subsidiaries of one holding
company are the same.

Achieving a consistent and logical basis of fixed asset valuation throughout the HoldCo
group is an issue that will need to be resolved in due course by the Board of HoldCo. The
financial projections in the FRRP, which have been adopted for the purpose of presenting
HoldCo’s and the HoldCo group’s opening balance sheets and financial projections, are
based on the existing (2006) book value of fixed assets in the various companies.

H.2 SITUATION

BPDB'’s fixed assets have been valued on various bases for establishing total capital
employed® in NewCos. They differ from one another and from the values in BPDB’s
books. Most differ from the customary methodology for assessing current values of
infrastructure assets for financial reporting purposes.

Since an important aim of restructuring the power sector into companies is to make the
sector financially viable, efficient and commercial®® it is important that realistic values are
placed on the capital employed in each company. The major component of capital
employed in the power sector is electrical plant and equipment, i.e., fixed assets.

H.2.1 BPDB
BALANCE SHEET
The value of BPDB's fixed assets in its balance sheet was restated in 1992. Since that

time additions have been included at cost. Thus, the value in the latest accounts (2005) is
a mixture of taka of differing purchasing power, it is understated in 2005 taka, and the real

‘NewCo'’ refers to any subsidiary of BPDB or DESA whether already existing or to be
formed. The proposed holding company is referred to as ‘HoldCo.

3 Total Capital Employed = Working Capital + Fixed Assets = Long term liabilities + Owners'

Equity; Working Capital = Current Assets - Current Liabilities.

% As stated in the GoB'’s Policy Statement on Power Sector Reforms, January, 2000.
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H: Valuation of Fixed Assets & Investments. . . m

cost of capital consumption is likewise understated each year while the operating profit is
overstated. It follows that, if the tariff were constructed to reflect book costs, the rates in it
would also be understated.>*

It should be noted that there is an asymmetry in BPDB'’s accounting for fixed assets and
the foreign currency denominated loans that financed a large part of them: loans not yet
due for repayment are revalued annually and the resulting gain or, more usually, loss due
to devaluation of the taka, is charged to revenue. No corresponding restatement of the
foreign content of fixed assets is made. The effect is to understate the value of reported
equity when, in fact, losses on foreign debt are complemented by an (unrecorded)
increase in replacement cost of the assets they financed.

Transfers from capital works in progress to fixed assets in service are not supported by
schedules that identify the works in the detail needed, for example, to identify clearly all
the distribution assets created within the Zones in which they exist. Total fixed assets are
not subdivided further than by the main functions of generation, transmission, distribution
and ‘other’.®

IVVR

In 2000 BPDB set up a project—the asset Identification, Verification, Valuation & Recording
(IVVR) project—to undertake a country-wide inventory of fixed assets and stores.*®

This was a major project and resulted in a complete inventory and up-to-date valuation of
BPDB'’s fixed assets and stores. The 2000 valuation was based on assessed replacement
cost of assets and remaining service lives. Table 1 gives the book values of BPDB's fixed
assets at 30 June 2000. Table 2 gives the values resulting from the reappraisal made as
at the same date.

Table 3 compares the appraised value of fixed assets with BPDB'’s balance sheet values
at 30 June 2000.

Overall, the appraised value of assets in 2000 is 43 per cent higher than the book values
at the same date and about the same as the increase in the GPI between 1992 and 2000.

H.2.2 2005 Update

The IVVR values at 2000 have been updated in the following way:

« Additions and disposals®’ shown in BPDB's financial statements were taken
into account in the relevant year

3 We understand that BPDB decided in June 2005 to adopt the IVVR 2000 valuation of fixed
assets in its financial statements for FY 2006.

% However, additions since 2000 are mostly identifiable by project and those that affect more

than one distribution zone were allocated on rational bases.

% The intention was not only to establish reliable asset records but to integrate the asset and

stores systems with the general ledger established under the FMU project. However, like
the FMU systems, the IVVR system lapsed for want of management commitment to
funding and extending it country-wide. It has not been updated since 2000.

37 Mainly to Ashuganj Power Station Co Ltd and Power Grid Company of Bangladesh Ltd.
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H: Valuation of Fixed Assets & Investments. . .

PA

< Additions were depreciated using average overall rates derived from BPDB's
financial statements

« Movements in the 12 month average General Inflation Index published by the
Bangladesh Bank were used to express the resulting replacement costs and
depreciation provisions in terms of 2005 purchasing power.

Table 4 compares the book value of fixed assets as per the financial statements for
FY 2005 with the value restated in terms of 2005 purchasing power. Table 5 shows the

allocation of fixed assets to actual or proposed NewCos after restating the values. Some
assets of PGCB and WZPDC are still in BPDB’s 2005 balance sheet.

Table 1: Book Value of Fixed Assets at 30 June 2000

Sector Land | Buildings | Plant | Other [ Total
M Taka
Generation 7504 5134 58 704 121 71462
Transmission 878 392 16 546 30 17 845
Distribution 1886 1478 32927 78 36 369
Other 4 82 1217 491 1795
10 272 7085 109 393 720 127 471
Table 2: Appraised Value of Fixed Assets at 30 June 2000
S Land | Buildings | Plant | Other | Total
ector
M Taka
Generation 5718 9126 78963 237 94 043
Transmission 3222 1368 40 147 94 44 832
Distribution 8970 2 686 23491 4198 39 344
Other 3246 586 70 239 4141
21155 13 766 142 671 4768 182 360

Table 3: Comparison of Appraised & Book Values of F

Sector Land | Buildings | Plant | Other | Total
Appraised Value % of Book Value

Generation 76 178 135 196 132
Transmission 367 349 243 316 251
Distribution 476 182 71 5355 108
Other 79 166 714 6 49 231
206 194 130 662 143
Table 4: Fixed Assets of BPDB at 30 June 2005, M T k.
Item Revalued Cost Depreciation Nett BV

Restated value 252712 115 306 137 406

Reported value 172 956 101 392 71 564

Appraisal surplus 79 756 13914 65 842

ixed Assets at 30 June 2000
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Table 5: Allocation of BPDB Fixed Assets at 30 June 2005, Restated M Tk.

Item Revalued Cost Depreciation Nett BV
OtherGenerating Cog 147 313 69 352 77 960
PGCB 31291 13992 17 299
NZPDC 29117 10919 18 198
CzZPDC 15507 7201 8306
WZPDC 6 354 5191 1163
SZPDC 15502 6 863 8639
BPDB for disposal 7627 1786 5841
Restated value 252712 115 306 137 406

H.2.3 Ashuganj Power Station Company Ltd (APSCL)

BPDB-appointed consultants®® appraised the value of fixed assets at Tk 21,130 million as
at 7 January 2003 on the basis of depreciated replacement cost.

ADB-appointed consultants® considered the result “unrealistic and unsustainable in terms
of the future revenue earning capacity of the plants” and therefore based their valuation on
the historic cost of assets determined from a range of documents including project costs
records, project Pro-formas and Project Completion Reports. The resulting valuation,
allowing for the remaining service lives, was Tk 13,088 million.

The agreement for the transfer of fixed assets dated 22 May 2003 records a value of

Tk 19,892 million. A paragraph in the agreement notes that BPDB and the Ashugan]
Power Station Co Ltd agreed to finalize the value of net assets and liabilities with
assistance from an IVVR consultant on the basis of “international commercial norms and

international accounting standards”.*

Based on updated IVVR data, the replacement cost of assets transferred to APSC as at
the end of FY 2003 was Tk 52,705 million and accumulated depreciation was Tk 28,526
million, a net value of Tk 24,179 million, 60 per cent greater than the value used to
capitalize APC and not out of line with the independent valuation of Tk 21,130 million.

The value of assets acquired from BPDB has been settled at Tk 15,117 million, a figure
reduced to make the company appear profitable while selling prices are held down.**

H.2.4 West Zone Power Distribution Company Ltd (WZP  DCL)

The Consultant for the corporatization of the West Zone distribution operations
summarized the IVVR value of assets to be taken over by WZPDCL at Tk 7176 million.

% Consortium of M R Hasan & Associates for the IVVR Project. See later Note re Power

Stations.

3 Nexant under TA 3343-BAN.

40 The valuation of plant is an accounting matter only to the extent that Bangladesh

Accounting Standard 16, Property, Plant and Equipment, requires values reported in
financial statements to be based on either DHC or DRC and prescribes the treatment of
appraisal surpluses and deficits.

i See later Note re Relationship Between Asset Values & Energy Prices
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Some adjustments were made to reflect the results of check inspections of significant
assets to verify the reliability of the IVVR quantities and remaining asset service lives.

The Consultant made valuations on two bases:
*  Written down original cost having regard to expected residual lives
« Earnings capability, i.e., present worth of net future cash flows.

The first basis gave a total value of Tk 4308 million; the second, recommended value was
Tk 4754 million.*

The IVVR valuation of fixed assets employed by WZPDCL at 30 June 2005 is Tk 8204
million, 70-90 per cent greater than the Consultant’s valuations.*®

H.2.5 South Zone Power Distribution Company (SZPDC)

The consultant’s Final Report for the corporatization of SZPDC** gives in the opening
balance sheet, without explanation, fixed assets a value of Tk 20,716 million.. Since the
first projections made are for FY 2009, we infer that the date of the opening balance sheet
is 1 July 2008.

No information is given in the report to enable reconciliation of this value with the results of
the updated IVVR value given in Table 5, which assessed the DRC of fixed assets in the
South Zone at 30 June 2005 at Tk 8639 million.

H.2.6 Power Grid Company (PGCB)

A series of five agreements between BPDB and PGCB records the transfer of assets at
historic cost less depreciation. Some of the assets were formerly owned by the East
Pakistan Power Development Board and no records remained. Estimates of cost of some
assets were made by working backwards from the pre-1992 revaluation of assets in
BPDB’s books.

Based on updated IVVR data, the current depreciated replacement cost of assets
transferred from BPDB to PGCB as at the end of FY 2003 plus the balance remaining in
BPDB'’s books at FY 2005 is Tk 47,969 million. This sum does not include assets taken
over from DESA. The total is almost twice the net book value shown in PGCB’s financial
statements as at FY 2005 and reflects the understatement of asset values acquired by
PGCB as a result of using depreciated historic costs.

H.2.7 DESA

At the time of writing (June 2006) we had not received information about the basis on
which DESA’s fixed assets are valued.

42 British Power International’s report Review of Existing Fixed Assets, March 2004, did not

disclose how revenue was calculated in its cash flow model. The discount rate used was
6.6 per cent.

. It is noted that BPDB'’s financial statements for FY 2005 show the transfer of fixed assets to

WZPDC at a net Tk 4600 million (IVVR value Tk 7041 million); at the same time, further
assets with a net IVVR value of Tk 1163 million remain in BPDB’s FY 2005 balance sheet.

4 Soluziona, Development of South Zone Power Distribution Project, 3 June 2007.
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H.2.8 DESCO

The Mirpir area fixed assets taken over by DESCO from DESA were valued by ADB-
appointed consultants® as at 30 June 1997 on the DRC basis. Subsequent transfers were
brought into the books at DRC assessed by DESCO'’s engineers.

Worley’s statement of Valuation Principles is excellent and worth reproducing.

2.4 Valuation Principles

Ideally, the final value of the physical assets transferred from DESA to DESC should
represent their market value.. Market value can be defined as the estimated amount for
which an asset should exchange on the date of valuation between a willing buyer and a
willing seller in an arms length transaction after proper marketing wherein the parties had
each acted knowledgeably, prudently and without compulsion.

In this case, however, there is no open market for the assets, and therefore they cannot be
valued in accordance with the market value definition. For this reason, the Depreciated
Replacement Cost (DRC) method has been applied. DRC is based on an estimate of the
current market value of land for its existing use, plus the current gross replacement costs of
network assets less allowances for physical deterioration and obsolescence. The result is
an estimate of the value to DESC in taking over DESA’s Mirpur operations at the valuation
date of 30 June 1997.

The DRC method must always be expressed as subject to adequate potential profitability.
Therefore it combines elements of market and non-market considerations. However,
because the DRC method is concerned with the valuation of individual assets rather than
the business as a whole, it is essentially different from Going Concern Value methods and
concepts and is properly used in this asset valuation for financial statements.

It was suggested to us that the assets be valued at historical replacement cost. If assets
are valued at their historic cost then depreciation and return on capital are recovered on
this basis. Although the capital cost of the assets will be recovered, an inflationary
environment will lead to insufficient return being generated to replace the assets at current
costs. By adopting a depreciated replacement cost regime the market value of equity is
maintained through the periodic revaluation of the asset base. Thus sufficient funds are
able to be provided to renew the asset base. In principle, nominal returns on historic cost
should yield the same net cash flow as real returns on replacement cost.

We considered the use of “deprival” value for this valuation but rejected the concept as
inappropriate in this case. A deprival value is a forward-looking valuation in which assets
are valued at the lesser of their capitalized future earnings or their optimized DRC.
Determination of a future tariff path is necessary for use of this method. Note that a
circularity of argument arises if a price-determined value is adopted and then used as the
base for future tariff fixing.

Use of an optimized DRC (ODRC) was considered, and is an improvement on a DRC
value without going as far as a deprival value. Optimization attempts to answer the
qguestion of whether the overall configuration of the network is optimal and efficient for the
purpose intended, and whether individual elements are correctly sized. Redundant
elements or surplus capacity should be removed from the valuation or written down. All
replacement costs need to be fixed on the basis of modern equivalent assets. To be
theoretically correct, optimization should be applied rigorously. This requires detailed
power systems studies and analysis beyond the scope of the present exercise. However, it

8 Worley International, TA 2715-BAN. At the time the US dollar equalled Tk 45/-.
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is possible to make a rough estimate of the need for optimization if any and this we have
done in Section 3 of the report. Our experience on other valuations suggests that such
adjustments, if necessary, seldom amount to more than around 5% of the total value of the
assets.

H.2.9 Summary of Practices to Date

The values of electrical plant and equipment in sector entities’ financial statements are
expressed in various ways, few consistent with the policy of BPDB from which each
entity’s initial assets were transferred. Even BPDB's subsidiary companies have been
permitted to adopt lesser values than those in BPDB’s books. Not all assets employed by
subsidiaries have been reflected in their respective books.

BPDB has decided to update the values it uses for financial reporting purposes and its
subsidiary companies should adopt the same basis. It would be contrary to good
accounting practice to consolidate subsidiary assets valued on dissimilar bases.

H.3 VALUATION OPTIONS

It is sound commercial accounting practice for capital intensive industries (such as power,
steel, pulp & paper) to restate the value of fixed assets from time to time, especially during
periods in which the currency is rapidly losing value. By restating fixed asset values the
value of shareholders’ equity more nearly reflects the current economic value of the
investment. Total capital employed is more realistically stated.

In the absence of markets for power system plant and equipment in service it is not
possible to base valuations on market prices. Other bases of setting values are required.
Those available include:

* Book value (BV)

« Depreciated historic cost (DHC)

e Depreciated replacement cost (DRC)
e Going concern value (GCV)

e Optimized deprival value (ODV)

H.3.1 Book Value

BV is simply the amount showing the in the entity’s ledger and reported in its balance
sheet. It is often the depreciated balance of the cost of assets acquired at widely differing
times and therefore includes values recorded in currencies of differing purchasing
power.* It is not suitable basis for capitalizing capital-intensive industries. It is generally
the same as DHC.*

4 The significance of this may be seen by considering an item of plant purchased in one year

for $1000 and a second one of identical specification and service life purchased later for
$2000: the annual depreciation charge for the first machine will be half that for the second,
but it will cost at least twice as much to replace

4 Under BAS, a company’s ‘books’ may also reflect DRC.
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H.3.2 Depreciated Historic Cost

DHC suffers from two weaknesses:

« Assets acquired at different times are recorded in currencies of differing
purchasing power

e ltresults in undercharging capital consumption (depreciation) against revenue,
overstating profits, and understating real asset values and equity.

H.3.3 Depreciated Replacement Cost

Under DRC policy, asset values are restated from time to time by substituting for the
historic cost of assets the cost of replacing them with modern assets that provide the
same service and depreciating the higher values. It thereby overcomes the weaknesses in
DHC.

H.3.4 Going Concern Value

Profitable businesses are often valued by reference to the free cash flows that they
generate, i.e., the funds available after meeting debt service obligations, income tax and
normal levels of capital investment for maintenance of system capability.. The present
worth of the free cash flows is the current value of the business. Deduct the value of
working capital and cash and the balance of the value may be attributed to the fixed
assets. However, this is an oversimplification as profitable businesses often have an
intangible asset, goodwill, that is also reflected in the present worth of the free cash flows.
The value of goodwill is not depreciable as plant, so plant values have to be established to
determine the goodwill component and the depreciable asset base.

Going concern values so obtained may be cross-checked against share market valuations
of companies in similar lines of business, using the ratio of market prices to earnings.

It should be noted that the ODV method takes the value of future cash flows into account.
H.3.5 Optimized Deprival Value

The ODV methodology is a two-stage one. First it values system assets by assuming that
the owner is ‘deprived’ of the elements of the supply system which are then notionally
replaced with new assets that will provide equivalent service using modern equivalent
equipment in an ‘optimized’ system (i.e., the lowest cost system that would provide the
same level of service.) The elements of the replacement system are then depreciated
according to age and remaining life of the equipment they replace.

Optimizing the assets of the system requires a level of technical inputs that is beyond the
scope of this technical assistance. An approximation sufficient for present purposes is the
DRC of assets that are to continue in service.*®

The second step in valuation is to ensure that the results of the first stage are not
overstated. This requires an assessment of the present worth of the free cash flows® that

Assets not required for efficient operation of NewCos should be retained by BPDB and
disposed of to the best advantage.
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asset combinations (such as a power plant or distribution network) are likely to produce in
future.

The commercial value to be assigned to assets is the lower of these two values.

H.4 NOTE RE POWER STATIONS

The real-or economic—value of BPDB's gas fired power plants can be better estimated by
reference to the prices paid for the output of the IPPs. The ‘revenue’ stream is derived
from the sum of capacity payments and output projections over the service life of the plant
multiplied by the price paid to IPPs; net cash flow is obtained by deducting O & M costs,
including the cost of major overhauls. The resulting cash flows are discounted to arrive at
their present worth, i.e., the value of the power plant. As with ODV, the commercial value
is the lower of DRC or the present worth of the cash flows.*

H.5 NOTE RE COMPANIES

Valuation of utility company shares that are not traded in financial markets differs from the
methods described above only in that all assets and liabilities need to be taken into
account. The principal assets are valued as described. Other assets are valued at
realizable value, i.e., what they can be converted into cash for. Deductions are made for
liabilities at the date of valuation and the result is the total value of the shareholders’
interest. If a sale of shares is contemplated, share values may be adjusted to reflect
price/earnings ratios of similar businesses listed on stock exchanges and other market
factors.

H.6 NOTE RE RELATIONSHIP BETWEEN ASSET VALUES & ENE RGY PRICES

Working papers indicate there was some dissension over the calculation of price for use of
PGC'’s system. All calculations were based on costs derived from BPDB's financial
statements. One paper referred to ‘the abnormal and excessive mark-up based on return
on net fixed assets has arisen due to revaluation of assets in 1991'.. The rate in use
reflects the historic cost of assets and is about 40 per cent below the rate derived from the
higher asset values.™

The Ashuganj consultants rejected asset values derived from DRC methodology,
describing the result “unrealistic and unsustainable in terms of the future revenue earning
capacity of the plants” and therefore based their valuation on the historic cost of assets.

The WZPDCL consultant made valuations on two bases: written down original cost having
regard to expected residual lives and on earnings capability, i.e., present worth of net
future cash flows. The second value was about 10 per cent higher than the first and was

49 Free cash flows are the funds remaining after deducting O & M costs and major

maintenance costs from revenues; their present worth is assessed by discounting the
annual free cash flows at the firm’s weighted average cost of capital (WACC).

%0 A valuation of power station assets on this basis is beyond the scope of this technical

assistance.

>t It is noted that PGCB’s UOS charge is based on energy delivered, despite the fact that

none of its costs is incurred on this basis. The main determinants of cost of a transmission
grid are capacity provided (MW) and circuit length (km). Most recurring costs are time-
related. UOS charges commonly reflect these factors.
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recommended. However, since the difference in value was so small it is likely that the
recommended value was still below DRC. Additionally, the basis of calculating revenue
was not given but it is inferred from the relatively low valuation that a continuation of tariffs
similar to existing levels was assumed.

All the examples indicate a view that the cost of supply—as opposed to the price that is
charged—depends inter alia on the value placed on fixed assets. This is not so. The cost of
supply is the real cost of the resources consumed valued in the currency of the day and
that cost is independent of any balance sheet figures. A commercial selling price is one
that recovers the real costs of supply, including the return of the present worth of the
capital sunk into fixed assets and a return on total capital employed.

It needs to be recognized that setting a less-than-commercial level of tariff rates results
not only in an artificially reduced capital base but, more seriously, in cash flows reduced
below the level likely to be necessary to enable a company to maintain, reinforce,
augment and replace fixed assets as needs arise as well as to meet its other obligations.

It is the depression of selling prices below the real, economic level that results in the
commercial value of fixed assets to the business falling below their real value. The
reduction in value so caused is equivalent to a one-off deprecation charge (or write-down)
that is not accounted for in the entity’s income statement nor disclosed to the owners. It is
not recovered from customers either, thereby reducing the internal funds available for
reinvestment and increasing future capital costs.

H.7 ISSUES

A major issue is: what is to be done to value the capital employed by BPDB’s successor
holding and subsidiary companies on a rational and consistent basis? As pointed out, one,
major, determinant of the value of business assets is future net cash flows, but there is not
at present a rational retail pricing policy that enables cash flows to be estimated. Historic
cost is not appropriate given the very large changes in the purchasing power of the
currency over the long lives of electric plant and equipment.

Another issue is BPDB's failure to adopt the asset records of the IVVR project and to

update them as assets are built, augmented, transferred to other companies or taken out
of service. The longer the interval before incorporating the IVVR asset records in BPDB'’s
accounting system and updating them, the greater the effort that will be required to make
inventories of assets transferred to NewCos at vesting date and to place a value on them.

H.8 OUR VIEW

There needs to be a uniform basis that reflects current values used consistently across
the BPDB/DESA groups. The most appropriate basis is depreciated replacement cost
(DRC) of assets that continue in use, restated from time to time to keep them up-to-date.>

An alternative for generation plants is suggested above, based on the value of output from
IPPs’ plants. H-10
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APPENDIX I: PROPOSED SECTOR FUNDING MODALITIES

PROPOSED
POWER SECTOR INVESTMENT FUNDING PROGRAM (PSIFP)

Rationale

Power demand is growing at a rate of about 10%apeum. A sector wide assessment
indicates that power generation capacity and engemneration will have to be further

increased to support higher GDP growth rates d¥6i® 2007 and 7% in 2008. By the

year 2015, the required power generation will begdQ® MW merely to keep pace with

present demand growth. This certainly warrantscieffit and timely investment in the

sector. The current public sector investment proceds extremely time consuming and
cumbersome producing delayed and suboptimal reswts pushing the sector further

behind the required schedule in terms of increagjageration capacity. Measures are
needed to address constraints to current publitorségnding procedure in the power

sector because power sector investment by natkes talatively long time and the current
approach makes it more lengthy and protracted ds we

Promoting corporatized entity participation in istreent decision making and associated
activity for power sector development is opportusiace there is that necessity of
introduction of corporate practices replacing goweent system, surplus generation and
sustainability at this juncture. For instance, @t companies including several
international power developers have demonstratagocate investment planning and
practices in the power sector of Bangladesh and ihcumbent upon the public sector
corporatized entities to assume the culture of @@te practice.

There will be three principal constraints that wbuimpede realization of the corporate
goal if investment of public resources in the pogector has to continue under the current
mode of Government bureaucratic funding procedure:

* investments are entirely project-specific and paeviittle or no flexibility for
necessary adjustment and interfacing with othejepte as well as leveraging of
funds to make overall sectoral investment effigient

* project proposal needs to go through many stagabeofsystem mostly for the
similar scrutiny causing long delay and thus makhmg analysis out of date by the
time the project is approved; and

» every episode of fund release has to go to thedttinof Finance, sometime also
Planning Commission, and usually funds are releasettie fag end of financial
year which greatly hampers implementation of thegqmt.

The proposed Power Sector Investment Funding Pro@PSIFP) will be a corporate plan
based initiative to increase flexibility to deplguublic resources for meeting more
compelling power sector investment need. The aeabif this new program of funding
under a sector-wide approach will also complemenbas being in parallel by the private
sector investment activity and to rehabilitate puldector power plants. The funding
nature will be a ‘common pot’ of GoB and donor ednition/outlay. Taken together, this
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approach of investment will bring about overall noyement in the generation and
delivery of electricity services to the people argladesh.

PSIFP Description

The overall objective of the investment funding graim is to provide the much needed
corporate and market emphasis on the investmeriatawen though it is sourced from

public resource allocation and thereby to highlighpropriate cost of capital and ensure
efficient and timely investment in the sector.

This would be designed to address the constragdsribed above so as to:

» provide flexibility to the holding company to takevestment decision based on
ground realities and use the fund efficiently;

 allow Holdco acquire institutional capability to rdle investment process
responsibly with the requirement of shifting foous that of acting in a market
oriented situation;

* meet the long-term investment need of the sectdrraake the sector financially
viable and sustainable;

» strengthen Holdco’s ability to attract, negotiated aclose private sector power
project transactions by building capacity to eveduand negotiate projects with
private sponsors; and

* secure avenues to increasingly leverage privatétatajpr investment in new
projects.

The objectives are sought to be achieved througation of a power sector program fund
(named Power Sector Investment Funding ProgramfSiFten years term from a mix
of:

0] GoB outlay;

(i) (if) donor assistance; and

(i) surplus of the entities channeled through Holdeen&work.

The fund size will be about the quantum of powert@einvestment requirement in the
coming ten years. This will be better decided anlihsis of the corporate investment plan
of the Holdco. This will be imbued with the spiehd philosophy of productive capital
investment and surplus generation. Fund will bé terthe subsidiary companies and the
lending component will address the project finaga@onstraint through government.

The lending will be operated through the fundingchamism (the Power Sector Investment
Funding Program -PSIFP). This will be established form consistent with GoB’s power
sector development objectives. Its design and diperavill take account of corporate
culture and institutional experience of the GoB rgmrved donor assisted development
funding mechanism such as Infrastructure Developr@empany Limited (IDCOL) in the
infrastructure sector and Palli Karma Sahayak Fatiod (PKSF) in the social sector of
Bangladesh.
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The important thing to note is that the proposeddtdector Investment Funding Program
(PSIFP) is meant to be a transitional facility ayghred to meet GOB’s objectives of
promoting investment in critical power sector pobgeover the next 6-10 years. The
financing support from the PSIFP will provide up80 percent to subsidiaries’ demand,
i.e., project costs as medium-term debt for soumestment. By proving long term debt
finance to the subsidiaries, the Holdco will enabieely investment in projects. There will
be guidelines to help establish a ‘Fund Facilitationit’ (FFU) in the Holdco for
interfacing with subsidiaries and of potential pidig.

However structured, the PSIFP would have four basiecnponents, an oversight
mechanism (referred to as the Steering Committedgcision-making body -the Board of
the Holding company, a fund facilitation unit (FFahd a suitable mechanism to house the
fund preferably in the Bangladesh Bank. In ordertii@ PSIFP to act prudently and enjoy
the confidence of the GoB, it needs to operate learly spelled out guidelines and
articulated commercial principles, be professignadnd transparently managed and
maintain an efficient interface with the subsidéarand the Holdco. It is envisaged that in
the near term the PSIFP will be sourced from thernercial sources both home and
abroad.

Fund Facilitation Unit (FFU): The PSIFP will compient ongoing and planned initiatives
for sector development in terms of generation cépand generation. In general, there
will be scheme for project and fund management sleVelopment training for HoldCo

staff through a TA for capacity building at the FFRdd in other relevant units of the
HoldCo. The FFU is expected to house the experasel skills necessary to

appraise/reappraise and package projects propogesulisidiary companies, including

facilitation of private participation under differemodel. A workshop may be organized to
conceptualize and articulate the role and insth&l and operational framework of the
proposed PSIFP and FFU at the HoldCo before completf the first phase (the major

episode) of the migration process of the coporatimgprogram.

Given BPDB's overall financial situation and enoumsopower sector investment need
whereas the existence of underdeveloped capitdtahand the constraints of the private
investment, such financing of capital investmemotigh PSIFP mechanism would lead to
better investment potential and framework withia #ector itself. This mechanism would

provide long-term funding window to qualifying peajs of the subsidiary companies until
capital markets are more established and othecesyrarticularly the private commercial

ones are forthcoming. Most importantly, it wouldh&OB leverage scarce resources to
maximum advantage and also the corporatized BPRB pimore integrated and meaning
role in the development of power sector.

PSIFP Structuring and Framework

Under the program, Government and donor funds (lagtal and bilateral) would be
provided as a credit to the HoldCo which would beced in the proposed Power Sector
Investment Funding Program (PSIFP). The FFU oHbkCo or the HoldCo will be/have
the institutional mechanism to manage the PSIFBeashe laid out corporate policies and
strict commercial principles. The HoldCo would matans from PSIFP to eligible
projects from the subsidiaries, on the basis ahseto be determined. The FFU of the

-3

Government of Bangladesh / ADB 1/8/08



I: Proposed Sector Funding Modalities. . . PA

HoldCo would thus have to be equipped to reapprgseéential projects, make
recommendations on placement of funds, negotiatasteand inter-creditor agreements,
and supervise and monitor loan accounts. The P&istRd have four basic components,
an oversight and strategic body-the Steering Cotamjita decision-making body-the
‘Board’ of the Holdco; a professionally equippeddamarket-oriented operational
structure-referred to as Fund Facilitation Unit (ffFand an institutional mechanism to
house the fund. The PSIFP needs to operate onlycleatablished and articulated
commercial principles, be professionally managedi maintain an efficient interface with
the HoldCo and the Government.

Basically, three options are suggested here tatsteli the PSIFP. It has been clarified by
the Ministry of Finance that the Fund itself can ipaintained as an account in the
Bangladesh Bank (BB) without having to be a parttted Government's Consolidated
Fund. Thus the PSIFP would be established as aigpgaarpose Fund, through which

donor funds would be accounted for and into whadmlrepayments would be received. It
is recognized that due to the difference in thedwing rates of GOB from donors, and the
lending rates from the PSIFP (which would be clasieng term market lending rates) and
the difference in the maturity of loans betweenaf®OB and GOB/HoldCo, the PSIFP

would accumulate a substantial build-up of fundsese would be employed to lend for
other new power projects, as they materialize,eftnerensuring sustainability and future
expansion of such financing. Once established,Steering Committee would represent
GOB's interest in making decisions about stratpticement of PSIFP funds for candidate
projects. On the other hand, the HoldCo Board shdwlve a clear mandate to apply
commercial principles for choosing investments améke independent decisions.
Government's involvement in investment decision imgkby the Steering Committee

should be minimized, as it may create a risk ofaeommercial decisions and detract from
timely response. Therefore, all operational anditutgonal implementation shall be

handled/decided by the ‘Board’ of the Holding CompéHoldCo).

Basic Structure of PSIFP

Donors GOB/PSIFP
7 Y Y Steering
> Committee
Repayment Fund -overseeing function
v V
HOLDCo |, R
(PSIDF) [° »  BOARD
A
Approvals
Loan disbursement & Recommendations
and Control
Repayment
Y \ 4
SubCos < > FEU
& Projects
Project reappraisal &
Monitoring
Negotiation & Agreement I-4
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The FFU of the HoldCo has to perform several aitifunctions. Besides being the
interface institution between the HoldCo and thiessiiary companies, it needs to have the
capacity and expertise to reexamine/reappraisenagdtiate investment funding proposals
from the subsidiary companies and other entitiestiqularly in the form of projects. The
current BPDB structure has experience of projegraipal and management in line with
Government criteria and guidelines. But the Hold@mld need to sharpen that expertise
and would also need to understand and adopt mavéegsional approach, market
perspective and commercial criteria in managingftimel of the PSIFP. This may require
some training and technical assistance as welk tme fund is structured and established.
As a matter of fact, it may require a high degretechnical, financial and legal acumen to
be performed effectively. Since HoldCo and PSIFthéslender to the subsidiary/project, it
is in its interest need to ensure that the FFUthasapacity and skills necessary to carry
out these tasks diligently and make sound recomatems to be placed to the Board on
financing/loan proposals. The Manager and stafthef FFU of the HoldCo should have
experience with non-recourse lending for power guty, the ability to participate with
other leading international lenders in project apgal and loan negotiations, and have a
sound understanding of international procuremeattpres and standards.

The FFU will necessarily be small; a Manager suggabby maximum 5-6 professionals
command in the financial community, definitely dastie but also preferably international.
Although it would be empowered to engage short-teansultants for more specialized
work if specific purposes/projects require so, bwd normally be expected that FFU
should be able to marshal these within itself alwb abtain such expertise from the
institutional capacity of the HoldCo.

Option 1- The Full Holding Company Option

Under this option, the Fund and the FFU are botiiséd in the incorporated BPDB-the
Holding Company. The company may be wholly or aélstiowned by the Government
and manage the PSIFP. The fund utilization, finagciand placement and other
management decisions of the Company will be madbd&d¥ompany's Board of Directors.
It would be overseen and strategically guided ley $iteering Committee. In order to be
effective, the Board should have a two Governmeagrasentation, one is the line
Ministry-the Ministry of Energy and Mineral Resoascand the other is the Ministry of
Finance. It should be vested with the necessargnanty and authority to make fund
utilization and placement decisions, without haviogefer the recommendations to GOB
for review and final approval. This is necessargnsure that decisions are not delayed and
are taken only on the basis of corporate and cowialgorinciples. It would also ensure
that GOB does not have to spend resources in ogroit a review of the appraisal already
done by the FFU. The Board will appoint a Generahier, experts and staff at the FFU
to appraise, negotiate and monitor financing prapasd projects and generally facilitate
financing as per the given guidelines. The Gendatager of the FFU should ideally be a
professional investment banker, with internatigmalject finance experience. Quality and
expertise of the GM and his staff will be ensuredn international recruitment is carried
out and the HoldCo is authorized to pay competipviwate sector salaries. It has been
indicated that it is difficult to introduce thesgamgements for a Government Company.
Subject to the HoldCo being able to secure sucingements on service conditions and
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salaries, the principal advantages of this optiauld be professional management of the
Fund and the creation of expertise and capacity tive.

Institutional Structure — Option-1

GOB-PSIFP
& Steering Committee

Charter and
Capital/Endowment

Management, Control, Criteria,

Guidelines
HOLDING COMPANY-
HOLDING FUND FACILITATION UNIT
COMPANY-BOARD | (FFU)

Analysis and Recommendations

Decisions,
Fund/Financing Interface, Appraisal,
Monitoring
SUBSIDIARY
COMPANY/PROJECTS/
FINANCING

Option 2 - Use of on Bangladesh Bank Option

Under this option, the PSIFP is placed as an dqm® sheet account in the Bangladesh
Bank, the fund will be managed by a specialized s@i up within the Bangladesh Bank,
with a separate Fund Manager newly appointed oorskd staff. The Fund Manager
should ideally be a professional investment banketh international project finance
experience. The Bangladesh Bank will just adminigtee fund on the basis of the
recommendation of the Board of the holding compdarhe FFU of the HoldCo will do
appraisal, negotiation and monitor financing pr@®sprojects and generally facilitate
financing for the subsidiary sponsored projectse Bangladesh Bank will make the
placement on the recommendation of the HoldCo.

The Bangladesh Bank will be allowed a small pemgatspread on the on-lending rate to
pay for its services and take placement and disbuest responsibility. The principal
advantages of the arrangement are professionalgaearent of the Fund and at the same
time confidence that fund are secured and well atiteired provided the personnel at the
FFU and the Central Bank are chosen carefully.
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Institutional Structure — Option-2

GOB-PSIFP
&Steering

Charter/
Capital/
Endowment

\ BANGLADESH BANK PSIFP
ADMINISTRATION AND
DISBURSEMENT

Management, Control, Criteria
HOLDINGCO

MPANY- . HLDCO-FFU

Analysis and Recommendations
Interface,
Appraisal,
Decisions Monitoring

SUBSIDIARY ¥ v

COMPANY/PRO |~ Funding

Option 3- Agent Bank Option

Under this option, a number of commercial bankd kel contracted to manage the Fund
by GOB, on a fee plus incentive basis. Selectiorthef bank would be dictated by the
relative financial strength and standing of avddabanks, and may require detailed
assessment of a number of banks short-listed ferpilrpose. The selection of the agent
banks will be made by the Bangladesh Bank throughpetitive solicitation. However, to
ensure that the Bank exercises due diligence kirq@daPSIFP funds as loans on HoldCo’s
recommendations to its subsidiaries, there could@ Istipulation that it also cofinance a
percentage of each sub-loan placed, from its owourees (say 20% of the loan, subject to
a ceiling). By stipulating this financial stake,e8ting Committee of the PSIFP would
ensure that there are appropriate incentives fer garticipating Bank (s) to be more
responsible in making loan/fund placement and cors@ied appropriately. This will be
incentives to the agent bank(s) to exercise dugedite through the deployment of its own
funds in conjunction with the PSIFP.

The FFU as well as the Agent Banks jointly undestedappraisal of the project or funding
proposal, negotiate and monitor and generally ifat#l financing. The FFU will also
manage and maintain the individual sub-loan accoamid effect transfers of principal
repayments and interest to the PSIFP main accdutieoGovernment. The oversight of
the FFU and loan placement decisions will be tdkea HoldCo Board under the general
and strategic guidance of the Steering Committdee Agent Banks will periodically
report to the HoldCo Board and Bangladesh Bank ath®ustatus of the utilization of the
PSIFP funds and make demand for further replenishmviich will in turn be decided in
the Steering Committee with appropriate recommeodatf the HoldCo Board.
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The Agent Bank's compliance record in guarding ragjgyotential conflicts of interest will
be an issue to be considered, e.g., if the prihdgrading arm of the Agent were to
participate in senior debt and/or equity financofga subsidiary company which is also
applying for PSIFP funding. Strict standards anthglance requirements in this respect
would be prescribed as part of the solicitatione Pphincipal advantages of the arrangement
are competitive and professional management ofthwl, incentives to banks to manage
the fund through the fee and commission structanel the ability to avoid creating or
perpetuating of new government institution. Fumhere, the prospect of independent and
fully commercial management of the Fund will pravidomfort to potential applicants.
The option also has the advantage that a wide rahgtaff expertise will be available
from the parent institution of the Agent Bank.

However, given the generally weak state of therfai@ sector, the problems with DFIs
and the need for tailoring management arrangemantexisting institutions to the
requirements of the PSIFP, this may not be a highdyerred option.

Institutional Structure — Option-3

GOB-PSIFP _| Bangladesh
Charter/ écStee_rg]g . > Bank
Capital/ ommittee | =\ 7Y
Endowmer R
\\ Contrac
Management, Criteria, Fees “x - v
HOLDCO - » HOLDCO- |¢ Agent banks
BOARD |, FFU
Analysis and
Recommendations
Interface, Funds
Decisions Appraisal,
Monitoring
SUBCO/
PROJECT v

The four parties involved in the Program, namelw&ament, Donor(s), HoldCo and the
Subsidiary Companies will be governed by the foltayplegal relationships:

(@) The Government-HoldCo relationship. This relaship will be governed by an
Administration Agreement, which will enable the Himlg Company to manage/administer
the "Fund" on behalf of the Government; while teehnical aspects of the fund operation
will be handled through the FFU.
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(b) The HoldCo-Subsidiary relationship. Once suiygmts have been approved for
financial support from the PSIFP, the necessargdunill be made available to the sub-
project borrowers by the HoldCo, on behalf of thev&nment/PSIFP, pursuant to
standard sub-loan documentation).

(c) The Government-Donor relationship. This will &bject to a standard Development
Credit Agreement.

The HoldCo-Subsidiary Company borrower; and the gsoment-Donor relationships are

well understood and would follow standard practitke relationships among the parties
are illustrated in the diagram below.

PSIFP STRUCTURE and FRAMEWORK

Credit Agreement GOB-PSIFP

Donor
& SC
Administration
Agreement
Holding
Company
Decisior] Making
function
-~ Audit
Committee
Administrative Management
function function v
Fund FFU
Operations
\ 4

Subsidiary/
Sub-project
Borrower:

The overall supervision and implementation of the proposed Power Sector |nvestment
Funding Program will be done by a Steering Committee to be set up in the MPEMR. The
Steering Committee will provide strategic guide line to the Holding Company for
implementation of the Funding Program keeping in view the Government policy, road
map and sectoral development milestones. The Holding Company Board will devise

-9

Government of Bangladesh / ADB 1/8/08



I: Proposed Sector Funding Modalities. . . PA

corporate policy and procedure for efficient utilization of the funding and in line with
that the Fund Facilitation Unit (FFU) of the HoldCo will conduct the operation of the
fund and funding but primarily on the basis of commercial criteria and sound analysis,
judgments and monitoring.

There will be an independent Audit Committee comprising of professorial auditors,
independent experts, representative of Comptroller & Auditor General of Bangladesh to
make thorough evaluation of the utilization of the fund.

The HoldCo Board could have sufficient represeotatirom the Government and
constituted in a way so that it is empowered to endécisions without a need to refer the
recommendations to GOB for review and final apploVais is necessary to ensure that
decisions are not delayed and are taken only obdkis of commercial principles.

Proposed Financing Arrangements

Under the PSIDF, the Government will make availabdey large sums of money to
finance large power projects. It is important tadequate safeguards exist to ensure the
proper and efficient deployment of these fundsisito be noted that the sub-projects
considered by the HoldCo for financing would haveeady been evaluated by the
Government during the Power Sector Program (PSR)laement process. That is, on the
basis of ten year corporate investment plan entpliotential projects, the Power Sector
Program (PSP) will be developed and PSIFP will esighed with the one time but final
appraisal, programming and approval of the Finddiggsion/Ministry of Finance and the
Planning Commission under the concept of SectoreWWidnagement (SWM) as was done
in the case of Health and Population Sector ProdtRESP) for the five year period from
1997 to 2001. Thus candidate sub-projects woule haceived Government approval for
implementation, before the HoldCom is asked to nalletermination on its suitability for
financing.

The proposed PSIFP amount will be made availabteeédHoldCo on a 10 year term, with

a 5 year grace period. The funds required for agmesub-projects will be made available
by the HoldCo to subsidiary companies at prevaitimayket rates of interest and on terms
of between 12-15 years maturity, with a maximuncgnaeriod of 5 years.

Repayment of principal and interest amounts onlsabs will be made by the sub-project
borrowers to the HoldCo. Where foreign currencynbowiill be involved, payment will be
in Taka equivalents of the currency in which thanlavas made and on the basis of the
exchange rate prevailing on the repayment datéhignway, the foreign exchange risk on
all sub-project loans will be borne by the HoldQudawill be paid into a “Collection
Account”. For the Donor assistance component, titerest element of such repayments
will consist of the service charge on bi-laterahauilti-lateral credit and the spread between
that service charge and the applicable sub-prtgeding rate. The principal and interest to
be applied in repayment of the Donor loan will baidpout from the Company’s
“Collection Account” into a Government account witle Bangladesh Bank, and repaid to
Donor as per normal practice. The balance of fundke “Collection Account” less funds
required for the operational activities of the Hotd will be transferred to the Fund. Such
moneys will be administered by the HoldCo and w# made available for new sub-
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projects in the same way as the original money leeghfpy the PSIFP was administered,
i.e., in accordance with the terms of the Admimitstm Agreement. Thus the HoldCo will
not carry any loan funds on its books. It will metain any earnings received in the form of
fees or transfers from the interest spread in exoéfis own operational requirements and
would thus function on a no-profit basis.

The proposed structure for the PSIFP incorpordteddllowing further safeguards. First,
the Board of the HoldCom will include both publicdaprivate sector representatives, and
independent experts. Second, all utilization ofdfuwill be audited by an independent
Audit Committee. Third, it should be emphasized thva a case by case basis the PSIFP
will provide 80 to 90 percent of total financinggiage. A 10 to 20 percent of financing
will be provided by international and domestic coemoial banks and other financiers
involved — all of who may be expected to carry thatir own diligence — which will be as
thorough, if not more so than that of the FFU. Thuejects that fail the market test of
financial viability will not come to fruition at kAlFinally, the Fund Manger at the FFU will
be carefully selected and monitored by the Compang will be subjected to a
performance-based contract, which should also ensiat sub-projects are properly
structured and implemented so as to avoid anytoiske Government.

Views of Government and Relevant Agencies

On the proposed PSIFP some discussions were maditie high officials of relevant
Ministries and agencies to gather views regardiegpracticality and Government position
about the scheme. The general view has been fouxetrhowever, detailed description
of the nature and operation of the proposed PSthErnse and mechanism elicited mostly
positive views of the officials in those institut The brief account of the gathered view
comes as under.

The Ministry of Power, Energy and Mineral Resource (MPEMR): Such proposal and
approach of Sector Wide Management (SWM) would dgarded new and thus would
require extensive analysis and trial phase of implatation before putting into for full-
fledged under the proposed 5 or 10 investment Agidirogram. The proposal of
constituting a Steering Committee with strategapansibility has received acceptance and
has been reiterated for two aspects: (a) balanegaesentation; and (b) regular
functioning, with some required technical assis¢anc

The Ministry of Finance (MOF): under recently introduced Medium-Term Budgetary
Framework (MTBF), some ministries have been allowad provided assistance by the
Ministry of Finance to make budgetary allocationdagive as well as fund release
following the Finance Ministry’s prescribed budggtdramework. Therefore, on a trial

basis, such proposal of PSIFP may come under th&RVand good implementation

should be appreciated and highlighted.

Planning Commission (PC): Planning Commission in the past did approve sudattoe
Wide Program, that is, for the health sector uredéve year program named Health and
Population Sector Program (HPSP), and it was alesifigal approval by the Planning
Commission for a five financing outlay. It was aogram instead of hundred specific
projects but the Ministry of Health and Family waainly responsible for implementation
of the program (HPSP) through evaluation and apgrofr annual operational plan form
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line designated line directors. The proposed P$til be a program but should consist of
annual program to be reviewed and approved byitieenhinistry, here the Power Division
of the MPEMR.
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APPENDIX J: CURRENT BPDB SUBSIDIARY IT SYSTEMS

A. West Zone Power Distribution Co. Ltd. (WZPDCL)

WDPDCL inherited a system of consolidated monthly report of selling and distribution
activities. The reports titled as ‘Commercial operation Statistics’ contain an executive
summary and detail analyses of zone/circle wise sales and distribution stations.

It contain information on sale, import of electricity, sale and system loss, Collection/Import
ratio, Collection/bill ratio, receivable, receivable by equivalent month. Information provided
in the report provides a good basis for performance monitoring and timely measures for
improvement. Spread sheet is used to prepare the consolidate report on commercial
operation and statistics Two of its officer ranks Asstt. Engineer level is entrusted to
monitor computerized billing activities performed by contractors.

West Zone is in the process of recruitment of programmer and Assistant Programmer.

West Zone floated a tender for integrated Information Management during year 2004
however the tender process was abandoned later at year 2005.

Recently they are developing a fresh requirement list for computerization of its activity.

Presently it uses Tally an off the shelve software at head office level for preparation of
Accounts. At fields office Accosting data’s are manually prepared.

Approximately 80% of Its consumer is covered under computerized billing. However it
process computerized billing at different location using software from different vendors few
of which have bill calculation and printing facility only.

It prepares commercial statements using spread sheet detailing import, sale, system loss,
receivable Collection/input ratio etc.

Reports on Accounts and Finance are prepared using spread sheet.

WZPDCL
SL No. Area of Work Present System
1. Non Financial Management information | Manual
Reporting
2. Financial Management information | Manual
Reporting
3. General Ledger Processing Use a S/W at head office level
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4, Budgeting Spread Sheet

5. Billing and Collection Use a rudimentary S/W in few
Division.
Using a standard Billing S/W in
few Division

6. Purchas_e and Creditor ~ payment | Manual

processing

7. Payroll Manual

8. Human Resource processing Manual

9. Asset Management Manual

10. SCADA Not Done

11. Maintenance Management Manual

12. Stock Management Manual

13. Job Costing Manual

14. Meter Management Manual

15. Load forecasting and system planning No Information Received

B. Power Grid Company Bangladesh (PGCB)

Power Grid Company of Bangladesh (PGCB) Ltd is responsible for Transmission of
Electricity through National Grid.

PGCB maintains a SCADA system. Though this SCADA it supervises and control
transmission and analyses technical data.

PGCB has recently procured an off the shelve Software ‘Open sesame’ and maintain
General Ledger, Asset, Receivable management and supplier management.
Implementation of store management system using open Sesame is at initiation stage.
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Spread sheet based budget, payroll is maintained. They do not have any dedicated IT
manpower except a network engineer.

Maintain Manual Register at Grid Substation for recording and follow up of Maintenance.

Load dispatch center of PGCB collects and prepare daily generation data from all
generation plants under National Grid, data, includes fuel uses, load shedding, maximum
demand information etc. They prepare formatted report using spread sheet. The report
contains daily energy curve, daily load curve etc.

The Company is listed on the stock exchange and it prepares report as per the guideline
of Security and Exchange Commission.

PGCB also prepares reports on maximum and minimum voltage in some selected
substation.

PGCB’s main source of revenue is wheeling charge through its transmission line.

C. Electricity Generation Company Bangladesh Ltd. ( EGCB)

Electricity Generation Company of Bangladesh Ltd. (EGCB) has been formed as on out
come of Power Sector Reform.

Incorporated in February 2004, EGCB is expected to become a leading Electricity
Generation Company of Bangladesh. At present the Principle activity of EGCB is to
acquire Generation facilities and it will take same time to reach operation and
maintenance stage. It has already taken number of Major power projects and in the
process of investment for constructing those projects. EGCB is expected to take over a
210 MW Power Plant from BPDB from 1* January 2008, when it will reach revenue
earning phases.

At presents information system are not computerized, except it has introduced accounting
software ‘Nikash’ for general ledger.

It has not yet have any IT setup.

Reports on Accounts, Finance are prepared using Spread Sheet.

EGCB
SL No. Area of Work Present System
1. Non Financial Management information | Manual
Reporting
2. Financial Management information | Manual
Reporting
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3. General Ledger Processing Use ‘Nikash’ S/IW

4, Budgeting Spread Sheet

5. Billing and Collection Not Done

6. Purchas_e and Creditor ~ payment | Manual
processing

7. Payroll Manual

8. Human Resource processing Manual

9. Asset Management Manual

10. CSADA Not available

11. Maintenance Management Manual

12. Stock Management Manual

13. Job Costing Manual

14. Meter Management Not dome

15. Load forecasting and system planning Not Done

D. Ashuganj Power Station Company Limited (APSCL)

APSCL operates as a subsidiary of BPDB. Recording and reporting system exists are
register based and manual, except it started using “Tally” an off the shelve accounting
software for preparation of accounts data i.e. General Ledger.

Recently in order to benefit from information technology it has recruited a Deputy Manager
entrusted to assess and priorities introduction of IT.

APSCL has started processing of official approval for computerization of its store
transaction and do a physical verification of stock.

Reports are prepared using spreadsheet main reports are on Daily Generation containing
Fuel use, auxiliary use, Type of Fuel, Energy export to grid.
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Prepare report on Generation performance by Plant on monthly basis, contains installed,
Net and gross energy generation. Total hour run since inception. Total hour run since last
overhauling. Fuel cost per unit of generation and other technical details.

APSCL
SL No. Area of Work Present System

1. Non Financial Management information | Manual
Reporting

2. Financial Management information | Spread Sheet Basis
Reporting

3. General Ledger Processing Use Tally S/W at head office level

4, Budgeting Spread Sheet

5. Billing and Collection Manual

6. Purchas_e and Creditor ~ payment | Manual
processing

7. Payroll Manual

8. Human Resource processing Manual

9. Asset Management Manual

10. SCADA Not available

11. Maintenance Management Manual

12. Stock Management Manual

13. Job Costing Manual

14. Meter Management Not done

15. Load forecasting and system planning Manual
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APPENDIX K:SAMPLE MIS REPORTING FORMATS

Ashuganj Power Station Company Ltd (APSCL)

Monthly Report Month .............
Gross G'tion Month Target % YTD Target %

MWV
Export G'tion Month Target % YTD Target %

MV D
Station Use Month Target % YTD Target %

MV D e
Revenue Month Budget % YTD Budget %

NI

Operating Expenses Month Budget % YTD Budget %

M T K e e e
Billed outstanding Month Target % YTD Target %

VT K e e e e e e e
Plant Load Factor Month Target % YTD Target %

0. e e
Availability Month Target % YTD Target %

0 et e
Planned outage  Month Target % YTD Target %

HOUIS e e e
Unplanned outage Month Target % YTD Target %

HOUIS .
No of Employees YTD Target %

N
Net GWh/employee Month Target % YTD Target %

GWWN . e e e
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Power Grid Company of Bangladesh Ltd

Monthly Report Month .............
Energy Imported  Month Target % YTD Target %
MKW N e e
Energy Exported Month Target % YTD Target %
MWW N e e e e e e
Transmission Loss Month Target % YTD Target %
MKW N e
Revenue Month Budget % YTD Budget %
VT K e e e e

Operating Expenses Month Budget % YTD Budget %

VT K e
Billed outstanding Month Target % YTD Target %

MK e
SAIDI & SAIFI Month Target % YTD Target %

HOUIS/NO. ... e
No of Employees YTD Target %

0
Circuit-km per employee YTD Target %

Circuit-kKm/empl.......cooi
Transformer MVA per employee YTD Target %

MV A BNl o e e e
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West Zone Monthly Report Month

Revenue

Distribution &
Commercial Loss Month

T PP

Collection ratio Month

PP

Billed Outstanding

SAIDI & SAIFI

[ [0 101 €71 N[0

New Connects Month Target %
No

Connects Waiting Month Target

No

Employees

Consumers/
Employees

Budget %
Budget %
Target %
Target %
YTD Target %
YTD Target %
Target %
YTD Target %
Target %
Target %
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