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ABBREVIATIONS

BPDB | Bangladesh power development board

BSTI Bangladesh Standards and Testing Institute.

CAP | Country assistance plan (DFID)

CFR Carriage and Freight (incoterm)

CIF Carriage Insurance and Freight (Incoterm)

CPT Carriage Pald To {Incoterm)

DFID Department for Intemationa! Development

GBP Pound (Sterling)

GOB Government of Bangladesh

IPP Indepandent power producer

MDG Millsnnium development goals

MIS Management information system

MOF Ministry of finance

MPENR | Ministry of power, energy and mineral resources

MW Megawatt (1000 kW)

NGO Non-govemmental organisation

NRECA [ National rural electrification cooperative association

PBS Palli bidyut samabay samity (Rural Electricity Cooperative)

PKSF Palli karma sahayak foundation

PPR Public Procurement Reguilations

REB Rural slectrification board

REDP Rural Electriﬁw_tion Development Program

TOR | Terms of Reférance. ]
usD United States Dollar
USAID Unlted States Agency for Intemnational Development
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SUMMARY

During the period April though June 2008, good progress was made towards effecting the REDP.
The majority of work was aimed at expediting the materials procurement element of REDP.,

Prime effort was concentrated on better aligning the REB procuremsent process with GOB PPR and
improving the value of bid lots to try and aftract more competition.

Building on NRECA's long time assoclation with REB, a good working relationship was estabhshéd
with REB personnel associated with materials procurement.

Principal achievements during the period were:

¢ Revision of REB bid documentation to comply with GOB PPR.
¢ Increase in value of bid lots in an expectation of enhanced competition.

¢ Improved budget estimates for matenals and revision of materal quantities due to recent
commodity price increases.

REB and GOB Ministry approval of the revised REB bld documentation is anticipated during July
2006. Following approvals, competitive bidding is anticipated to commence earty August 2006 with bid
document sales, bid submissions mid October 2006 and culminating with first delivery of materials mid
2007. _

Work on the materials procurement during the next quarter will concentrate on preparation for bid
evaluation and materials usage monitoring processes.

Secondary consideration, during this first quarter April through June 2006, was given to initiating the
Socio economic survey and PBS member education pragram.

Work was completed during the period to select local cansultants for managing each of these prOJwt
tasks.

During the next quarter a consulting company will be selected and contracted to comments
implementation of the socio economic study.

PBS member awareness education and board development program is also programmed to begin
during the next quarter.

REDP Quarterly Report {April — June 2006) Page 5 of 37




L
B

e B T R B e M RS, 0 SR T = Db e e ey - a R ol X A o SR R TR IR R

REDP REPORT
APRIL - JUNE 2006

SECTION 1: INTRODUCTION
1.1 Background to the Rural Electrification Dawlapmont Program (REDP).

The overall programme cost is £161 million. The GOB will contribute £122 million through the Annual
Development Programme (ADP), and DFID will contribute £38 million for investment components to
REB through the Ministry of Finance. The remalning DFID funds will be used for microfinance (£10
million), management, supervision and monitoring (£1 million), and education and awareness building
(€1 million). Disbursement procedures accord with existing rules to fund GOB agencies, donors and
NGOs. The full cost of operation, maintenance and asset replacement will be met through user
charges.

REDP reprasents a five-year DFID -commitment of up to £50 milllion to increase the provision of
electricity in rural and peri-urban areas of Bangladesh This will ba achieved through a package of
financial support for electricity network expansion and intensification within the Second Rutal
Electrification Master Plan (2000-2020). The progtam will provide 1.35 million new electricity
connections to households and rural businesses, directly bensfiting up to 10 million people. A
microfinance component is included to enable poorer households and small businesses to cover the
connection charge and develop new income eaming opportunities. If successful, the program will
supply electricity to up to 20% of the unconnected rural population.

DFID will support three investment components of the REB Master Plan. This will involve a mixture of
grid expansion (sub-transmission, mainly 33 kV electrical lines), which is expensive but essential, and
intensification, which is less costly, but connects large numbers of customers to existing infrastructure.
DFID will pay for the foreign exchange elements, which are heavier In main grid expansion than
intensification work; the Government will pay for local costs. These components are the main
immediate priorities of REB for investment. White DFID is seeking to enhance the poverty impact of
the programme, our approach is to support the overall REB Master Plan, not ‘cherry-pick’ specific sitb
projects.

First, a major expansion of the main distribution infrastructure backbone in 9 PBS will be supported.
The total investment cost of this component is £27 million, with which 8,000 km of new line will be
constructed and 2,000 km renovated. These PBS were established by the REB in the mid to late
1990s and have received little additional investment since that time. They are alt located in mare
remote, poor areas of Bangladesh. DFID support witl enable additional villages to be connected to the
rural grid, together with an increase in the number of connections (Intens;ﬁcatton) through the
construction of new spur lines from the existing backbone within these nine PBS. The cost -of
intensification is relatively modest, and will enable 250,000 poor households and a large number of
enterprises located near the backbone grid to be connected. This component will account for
approximately 71% of the project’s total investment package.

Second, DFID will support intensification in 56 existing PBS, at the cast of £8 million. This will Involve
the construction of one and two pole lines from existing Hnes, linking households and enterprises
located near the backbone grid. It will connect 1,000,000 new consumers with a relatively low
investment. This component will account for approximately 21% of the project’s total investment
package.

Third, the investment package will provide some support to the expansion of the main backbone
infrastructure and Intensification in 67 PBS. DFID will be funding only the poorer PBS with lower
revenue generation potential. The investment cost of this component is £3 million. This component
will connect 100,000 households and a number of businesses in more remote locations. This
component will account for approximately 8% of the project’s total investment package.
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1.2 9 PBS Recelving Principal Support from REDP
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Scope of Services |

NRECA have been confracted through USAID to provide project technical oversight, momoringaﬁd

Impact assessment of REDP. An education program for mtﬂ%ers of Cooperattves also forms panof
the scope of services. .

Principal elements of the NRECA scope, over a five year timescale, are:-

14

Review and monitoring of REB procurement process for DFID funded REDP materials.
Review and monitoring of REDP project materials selection.

Review and monitoring of REB DFID funded materials bid evaluation and subsequent conm
placement.

Monitoring usage of materials funded by DFID for REDP.
Effect a socio economic survey to establish benefits of REDP.

EﬁactaneducaﬂonpmgamformPBSmemberaandabctedDmctorstonmpmﬂe
Cooperative participation and accountability.

Objectives

Primary objectives of the N’RECA*Inpm to the project are:

To verify materials selection by REB Is consistent with REDP requirements.

To assist REB with materials procurement process and to verfy or otherwise compliance wth
GOB Public Procurement Policy 2003.

Reporting on REB compliance with REDP and GOB requirements.

To monitor and substantiste usage of REDP materiais is in actordance with REB rnasterplan
and REDP investment requirements.

Regularly reporting on progress of REDP.

Establish baseline socio economic data for REDP areas.

Effect socio economic surveys within REDP areas midway land on completion of REDP.
Provide sotlo economic reporting on influence of REDP.

Establish and effect an education treining program for new PBS members and directors.
Reporting on membership education and training program. |
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1.5 Project Team

As of 30 June 2008, NRECA project team In Bangladesh for REDP comprises:

Person REDRP Duties
Jim Ford NRECA Country Representative
John Cook Project Engineer
Maruf Hasan Bhulyan Utility Engineering Specialist

Expatriate project engineer, John Cook, commenced work in Baﬁgladeah on 17 April 2006.

To further strengthen the materials procurement monitoring and subsequent materials usage

monitoring, an additional local engineering specialisi, Md Abdus Salam, will be directly contracted to
NRECA during July 2006.

Local consultant, Tawheed Reza Noor, will be contracted duririg July 2006 to manage the sodio
economic survey.

Local consultant, Narayan Chandra Saha, will be contracted during July / August 2006 to manage the
PBS member education.

REDP Quarterty Report (Aprii — June 2006) Page 9 of 37
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SECTION 2: KEY ISSUES.
2.1 Background

Commencement of REDP has come at yet ancther critical ime in the availability of power in
Bangladesh. A serious inability of power generators to mest demand predominantly at peak times has
resulted, and will continue to rasult during the timescale of REDP, in load shedding throughout the
whole of Bangladesh.

In the period between design of REDP by DFID, compilation of material quantities and REDP work
plan by REB, prices of commodities including steel, copper and aluminum have escalated
considerably.

During the past few years in Bangladesh, there have been indications of some local manufacturing
and trading companies forming cartels, thereby leading to restricted competition for supply of
materials.

REB financial authorization levels for procurement packages are considered too low for enabling the
offering of high financial value bid packages to infernational competition.

Transparency of the procurement process is considered essential to fry and obtain best value from the
DFID funding. During discussions with REB a number of particular procurement issues were identified
as requiring attention. The particular issues concemed ensuring fair and effective competition and with
a requirement to procure concrete and wood poles according to need.

Existing REB stocks of some materials form significant proportions of same materials to be procured
under REDP.

These key issues are discussed in greater detail below and also in the section related to procurement.

2.2 Power Shortage

During previous years Governments of Bangladesh clearly have failed to pay attention to an almost
exponential increase in demand for power and then to meet demand with provision of new power
stations.

Currently there are no major power plants on order and unlikely to be any on order until a new
government has been in power for a few months. Long lead times between specifying, procuring,
constructing and commissioning a power plant mean a minimum of thres years will elapse before any
major new power plants come on lne In Bangladesh. The new capacity required Is significant,
1,500MW — 2,000MW, some supply the existing deficit some to cater for projected load growth and
some to replace existing aged plant.

Existing power stations are rapidly aging, under maintained and breakdowns are frequent.
The result is daily load shedding during peak times throughout Bangladesh. Major plant failures result
in prolonged load shedding sometimes extending into off peak hours.

Load shedding appears to be more prolonged and frequent in PBS areas than appears to be the case
in the conurbations of Dhaka and Chittagong.

in addition to scheduled load shedding at peak demand times, automatic but spuriously timed load
shedding due to system low frequency tripping schemes also appears to occur in PBS areas on a
frequent basis.

REDP Quarterty Report (April — June 2006) Page 10 of 37










APRIL. - JUNE 2008

REDP support is predominantly directed towards assisting 9 of the poorer PBS, those in rural areas
wﬂhalowmcomwsmmersuppoﬂbasoandfewmmml customers.

Whilst the power shortages clearly reduce income in all PBS, except those fortunate few with
embedded generation, marginal PBS with lower Ineome customer support base are affected to' a
greater extent.

As PBS income is generated from sales of electricity, reduction In the quantity of electricity for sale
consequentty reduces incoms.

Overheads and operating costs remain effectively the same for PBS Irrespective of the amount of
electricity sold. Overheads for PBS include a requirement to repay REB, with interest, the matem_lls
and construction cost of distribution systams within PBS.

Intensification of the distribution system in the S PBS by construction of more distribution lines, wrtha
commensurate anticipated connection of more customers, will exacerbate the atready difficult power
supply situation. New customer connections are projected to be up to 250,000 under the REDP.

REDP support is primarily intended for poorer households that seif evidently will find the most dlfﬁcuky
in funding the connection charges, very basic electrical work within the dwelling and to purchase the
baslc electrical equipment. Howsver given the opportunity to be connected to the power system, evén
without a reliable supply, nearly all domestic houssholds that can afford the connection charge are
considered likely to accept.

Under the other component of the REDP, DFID will be providing £10 million to Palli Karrna-Sahayak
Foundation (PKSF) to manage and Implement a micro-financing project, which will target poonar
households to assist with initial connection fees, house wiring, etc.

An unreliable power supply is more likely to affect decisions by commercial undertaking. Many
potential or existing commercial ventures may choose not to invest in the business untii the power
availability situation changes.

Affects on 9 PBS due to Increased customer connections with the current and an ongoing power
deficit will likely be:

Increased demand for power resulting in more frequent and prolonged outages.

Reduced income with commensurate reduced abllity to cover operational costs.

Reduced income with commensurate raduced ability to cover overhead costs.

Suppressed commercial load and loss of potential revenue.

Increasing indebtedness to REB.

Increasing reluctance of customers to continue paying for poor quality service.

@ 0w N

Would be it the power generation situation improves and supply is generally able to meet demand
effectively the converse would apply:

7.  Increased demand for power being acceptable without outages.

8. Increased income with commensurate ability to cover operational costs.

8. Increased income with commensurate improved ability to cover overhead costs.
10. Increase in commercial loads and improved revenues.

11. Reducing indebtedness to REB.

12. Customers pay.
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Whilst 9 of the poorer PBS are projected to receive 71% of the DFID funding, funding to assist with 67
PBS and 10 Lakh customers is also projected to assist with connection of 1,000,000 consumers.
Should this quantity of connections come to fruition during the period of power deficit, considerahle
extra demand will accrue on the system,

In the time between commencament of REDP and when sufficient generation is commissioned ito
meet demand, connection of additional customers clearly will alf the more stress an overloaded power
system.

Unfortunately in this intenm period whilst generation Is in deficit, benefits previously anticipated from
REDP will be diminished to a large extent.

Assuming generation will eventually meet demand, bensfits from REDP investment are likely to occur
as anticipated.

Benefits or indeterminate impact of REDP will be ascertained with the planned sacio economic suwdy.

2.3 Commodity Price Increases

REB originally calculated required REDP funded matetial quantities on the basis of prices from eadygln
2005.

Commodity prices, particularly those using copper, aluminum and steel have risen significantly since
that time and during inception of REDP. During May 2006, prices of copper and aluminum were
almost double the price of the same month in 2005. prices have eased since May 2006 but copper
remains 100% higher than July 2005, with aluminum around 50% higher.

di10111]1
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Date Daka

Copper Price (USD / Tonne) July 2005 — July Aluminum Price (USD | Tonne July 2005 — Julf
2006 2006 )

As the DFID funding is a fixed amount for REDP materlals procurement, matetial quantities must be
reduced from the original REB estimate.

A reduced quantity of materials funded by DFID will reduce the possible number of oonnectlons.
reduce the amount of intensification work and also reduce line renovation work.

Detalls of the materal quantity reductions are provided in the section dealing with materlais
procurement.

2.4 Market Competition

Seemingly for the past few years REB has had insufficient foreign exchange to conduct international
procurement on a scale sufficlent to attract true intematiohal competition. This has apparently led o
Bangladesh traders and manufacturers being able to form cartels and to a large extent control
competition.,
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Whilst there has been some benefit to Bangladesh by assisting domestic manufacturing, such as
poles, transformers, meters and overhead line conductor, restrictive competition has apparently
allowed quality to reduce and prices generally to rise,

A review of previous procurement actions would Indicate that the manufacture and supply of concrete
poles has a particularly poor record of competitive and open procuremaent.

An anomalous price of USD 5.49 each, seemingly paid in 2005 by REB for single phase meters would
appear to suggest competition Is effective, howsver there are many strong arguments to suggest
acceptable quality meters cannot be manufactured and sold at this price.

Markets not open to competition become complacent, in terms of quality, innovation and price.

This seems to be true of Bangladesh domestic manufacturing where quality is reportedly diminishing
according to REB.

One reason competition in the market Is thought to be lacking is because an apparent opacity of the
procurement process has reportedly allowed unfair practices to develop. Consequently potential
intemational competition, other than from China, is deterred from continuing to participate in what:is
thought to be a manipulated market.

With the huge increase in Chinese manufacturing capacity, Bangladesh has seen Chinese companigs
begin to dominate the market. Prices from Chinese manufacturers in some materials effectivaly
undercuttmg all others. Ostensibly this should be good for REB as materials are obtained at low
prices. However low prices usually come with low quality and poor performance. In many instances
this is reported to be the case.

Discussions with REB suggest approximately 80% of total material requirements during the last faw
years have been procured frem domestic sources. The remaining 20% being relatively high technical

and high value content items such as voitage regulators, switchgear, fuse elements and large power
transformers.

A review of the current situation indicates international competition appears to be distorted in many
ways, including seemingly the formstion of domestic manufacturing cartels, requirements to comply
with BSTI standards and compliancs with customs regulations all belng principal measures locally
adopted to dissuade all but very well seasoned intemational competition.

2.5 Existing REB Stocks

REB main warehouse at Khulna plus secondary warehouses at Savar and Chittagong hold significant
quantities of materials. Predominant materials in terms of quantity and value are overhead line
conductors. _7
Stocks of materials required for REDP are held at all three warehouse. Significant percentages of the
required REDP materials, particularty overhead line conductor have been held in these warehouses
for a number of years.

REB materials are generally well stored, with a proficient approach to keeping stock In good condition.
This contrasts with materials storage found In many other countries with similar conditions to
Bangladesh.

Normal commercial practice would be for existing stocks to be drawn down to a reasonable level
before embarking on purchasing new stocks. REB have indicated many of the existing material stocks
will be utilized on other projects in addition to REDP.
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SECTION 3: MATERIALS PROCUREMENT.
3.4 Background

DFID through GOB are providing a total of GBP38 Million (USD 70.3 million converted at GBP1, =
USD1.85) for the procurement of materials as indicated in the introduction to this report.

This funding is given as a grant to GOB and as such control of the manner of spending |sresmctedto
persuasion. DFID do require the materials procurement exercige to be effected within the GOB PPR.

Ireguiarities or non compliance with GOB PPR found during the procurement process to be rectified
using persuasion rather than exercising direct authority over REB.

Iregularities not rectified, if any, are to be noted. DFID have indicated any future disbursements ﬁor
the REDP will be dependant on satisfactory performance during the first round of procurement.

Principal objective is for the DFID funds to assist in the pi'ocurernam of REDP materials requlnng
foreign exchange.

3.2 Procurement Core Monitoring Subjects

Mindful of complications that are integral with procurement exercises In Bangladesh, DFID have
required the REDP procurement be effected within GOB PPR.

In addition, in an attempt to make the procurement process truly competitive, four core procurement
monitoring subjects were selected.

These four subjects consist:

3.2.1 Bid Package Size

To foster open competition, bid packages should be formulated in such a manner as to
attract both national and international bidders. ‘

In conjunction with the type of material required and current REB financial authorizatic;in
levets, consideration shall always be given to devising bid packages that will provide opén
and genuine compstition from both national and imtemational bidders. Due consideration

may indicate good practice will require compllation of bid packages beyond the current
authorization level of REB and therefore requiring GOB approval.

3.2.2 Fair Conditions for Bidders
Bid documentation shall not impose unfair conditions on bidders.

Unfair conditions may Include requirements to comply with standards generally not
intermationally recognized, conditions not practicable for bidders external to Bangladesh 6r
omission of information enabling compllance with requirements.

In particular instances when GOB regulations require BSTI standards to take precedenee
over recognized intemational standards, biddexrs shall be provided with all necessaty
information to enable compliance with BST| standards. '

3.2.3 Advertising

In addition to the normal practice of advertising in Bangladesh "English® newspapers, REB
shall augment newspaper advertising by disseminating information to the trade sections of
embassies and high commissions. Further advertising . publicity shall be oonsldered
utilizing GOB Public Procurement website.
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3.2.4 Poles

In accordance with the precedent sat by the World Bank's disbursement for pole
procurement, REB should effect REDP procurement of poles to include a minimum
20% content of wood poles. REB should seek to ensure that concrete poles that are
already in stock are utilized in the first instance; this could lead to a higher proportion
of wood poles being purchased under REDP,

These key subjects will be focus of close monitoring. DFID. have Indicated to REB that disbursement
of further funds for REDP may be subject to compliance with the key requirements.

3.3 REB Current Stocks of Materials

Visits were made to REB warehouses at Khulna on May 16 2006 and Savar (north Dhaka) on May 07
2006, to try and ascertain existing materials stock levels. Details of stock held in Chittagong
warehouse were also obtained from REB.

An analysis of the stock level information obtained during the visits was effected and cornpansons
made with REDP requirements.

REB has indicated that atthough a significant quantity of stock is heid at the three main warehouses,
the bulk of this material is committed to projects not necessarily connected with REDP. From
observations at the warehouses, it was apparent that many materials had been held in store for'a
number of years. Whilst conditions in Bangladesh make procurerment of materials difficult for REB and
often necessitate bulk procurement, it is of concem that the drawdown of materials appears
exceedingly protracted. Significant amounts of capita! remain locked In material stocks over a number
of years with no investment return on the capital.

Detailed information about current stock levels and a comparison with REDP materials requirements is
shown in Attachment 8.1

3.4 REB Materials Lists and Budget

From detailed projects plans for the 9 PBS and the master plans for the other components of REDP,
REB compiled complete lists of materials to be procured under REDP DFID funding.

However indications are for this process no account was taken by REB of existing stock levels when
compiling lists of materials to be procured for REDP by DFID funding.

Historical costs, based on materials procurements during 2005, were used by REB in compiling the
original budget. During the course of REB discussions with NRECA, budget costs were changed by
REB to reflact the increases in commodity and raw material prices, particularly copper and aluminum
during the first half of 2006. Whilst prices have dropped from the peaks of May 2006, indications ate
for prices of copper and aluminum to remain at least 50% above 2005 values.

The revised budget costs necessitated slight alterations in the materials content and certain reductions
in quantities to accommodate the available DFID funding.

Procurement of these materials will be effected in thres consecutive tranche, dependant on
satisfactory procurement performance of the first franche and avallability of funds for the remainder.

Quantities of materials in tranche 2 and 3 will of course be dependant on remaining funds followmg
tranche 1 procurement.
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3.5 REB Procurement Documentation

Bidding documentation originally produced by REB broadly followed GOB PPR with some anomalies
in the bid conditions that would have been disadvantagecus to international competition.

Such anomalies included:

3.5.1 BSTI Standards

Imposition of Bangladesh national standards (BST!) for single phase meter manufacture
without making clear how the standards would be applled. Furthermore, BSTI standards
are not accepted internationally or readily available. The relevant BSTI standard was not
included in the original REB bidding documentation.

In addition, bidders were required to obtain test cerlification from BSTI after shipment pf
meters to Bangladesh. No indication was provided about the quantity of meters to be
tested by BSTI or the price a successful bidder would have to pay for the test certification,

3.5.2 Domestic Preference Criteria

GOB PPR includes a provision for domestic bid preference of 15%. To qualify as a
domestic bid, the domestic added value must be 30% or more of the EXW price of the
goods. Original REB documentation only required a 20% added value.

3.5.3 Incoterms and Insurance

GOB require REB 1o Insure all materials through the Bangladesh National Insurance
Company. Bidding documentation requested bid prices o be CIF whilst the contract was to
be signed using CFR prices, consequently bid prices would include an insurance element.
Renegotiation of bid prices would have been required to obtain the CFR prices. Such
renegotiation is prohiblted under GOB PPR.

3.5.4 Currency Exchange Rates

Normal practice for intemational bidding is for currency exchange rates to be determinad
the waek before bid submission. This ensures intemational bidders are not disadvantaged
by late changes in exchange rates.

REB documentation originally stated the currency exchange rate was to be determined on
the day prior to bid submission.

Following extensive discussion during June 2006 with REB, all the above issues were addressed. .
Final documentation to be Issued to bidders will be revised to comply with GOB PPR, comply with
what is considered by NRECA to be good practice and shalf include Information necessary to try and
enabie fair competition.

REB bid documents will be revised to incorporate:

3.5.5 BSTI Standards

BST| standards for single phase meters will be Included in the bid documentation.
Information about BSTI and GOB customs requirements will also be Included in the
documentation, This information will include details about BST! testing costs and quantity
of sample meters to be tested.
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3.5.6 Domestic Preference Criteria

Bid documentation will be revised to show domestic added value shall be 30% in
accordance with GOB PPR.

35.7 Incolerms and Insurance

Prices are to be quoted CFR or CPT so that no insurance element is included. REB to
insure materials through Bangladesh National Insurance Company.

3.5.8 Currency Exchange Rates

Exchange rate will be determined from data provided by Bangladesh Sonali Bank, one
week before bid submilssion closing date. Bidders may choose to use Sonali Bark
website or direct cotitact to ascertain exchange rates.

3.6 Procurement Bid Packages

In addition to the anomalies discussed in Section 3.5, further impediments to competition wers to a
large degree implicit in the low financlal values of bid packages originally proposed by REB,

Original submission of bid documentation from REB for tranche included 17 major bid packages with
71 sub packages. Bidders were permitted to offer bids for one or more sub packages.

To a certain extent the number of sub packages was a product of financial authorization levels at REB.
REB is permitted to authorize bid financlal values up 1o USD 1.7 million. Bid package values abowe
this level require approval from the Ministry.

Whilst GOB PPR explicitty prohibits division of packages into smaller financlal values in order to avoid
higher authority approval, the reality of public procurement In Bangladesh is that Ministry approval
usually takes an inordinate period of time. In some cases approval can apparently take up to one year.
Other cases, where vested interests apply, approval will be hurried through the Ministry in a very short
period of time.

The contents of origina! REB bid procurement packages consisting of 17 major bid packages with 71
sub packages for tranche 1 would have resulted in:

+ Reduced interest from international bidders because the financial value of each sub package
would be considered insufficient to warrant the effort involved.

¢ Reduced interest from international bidders because the number of local companies bidding far
sub packages would make the process too fragmented and less transparent.

« Significant work to evaluate bids, with more opportunity for local companies to influence results;

Attracting genuine intemational competition to bid in the REDP materials procurement process is
considerad one of the principal Intentions to order to obtaln best value from DFID funds.

To assist with facilitating genuine intarnational competition in the bid process, REB was persuaded fo
amalgamate a number of bid packages and associated sub packages. Subsequent revisions by REB
provided a total of 9 bid packages with a total of 35 sub packages.

NRECA would have preferred to further combine certain bid sub packages to improve fmancaal
atiractiveness and to assist transparency of the evaluation process, with a general preference to have
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a single bid package for each type of material. For examplia,.-ail transformers to included in a single
bid package, all meters and metering components to be cornbinéd In a single bid package.

Given the necessity to expedite the REDP within an acceptable time period and with abservance of
GOB PPR, the revised bid packages re-complled by REB and to be issued for international bidding
are considered satisfactory.

Revised REB bid procurement packages content of 9 major bid packages and 35 sub packages, when
effected with improved advertising, is more likely to:

o [mprove interest from international bidders because the financlal value of major packages arid
sub package would warrant the effort involved.

« Reduce work to evaluate bids, with less opportunity for local companies to infiluence results.

3.7 Procurement Program

Following extensive discussions with REB during the previous three months, a program has been
developed that is anticipated to expedite delivery of the first tranche of materials during June 2007,

Issuance of bid documentation for the first tranche of materials is anticipated during August 2006.

Program for procurement of the second and third tranche of materials will be developed during the
months of September through December 20086.

Gantt chart of first tranche materiats procurement shown in 3.7.1 below.
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SECTION 4: MONITORING OF MATERIALS USAGE

4.1 Progress

REB will utllize DFID funded materials for ongoing REDP construction projects.

The construction projects are to be formulated from the individual PBS master plans.

As DFID funded materials have yet to be procured, monitoring of usage has not commenced.
NRECA are currently preparing the monitoring methodology.

4.2 Proposed Monitoring Methodology

Indicated below are basic considerations for monitoring the usage of DFID funded materials:

. Assrst Khulna Warehousepersonnel with aooeptable storage of all materials.
s Where practicable, DFID materlals to be segregated from existing REB materials.

* Assist REB warehouse staff to selectively tag DFID materials to enable identification at PBS
warehouse and during construction phase.

Task 2: DFID funded Material at PBS
o Assist PBS Store personnel with storing all DFID funded materials in a separate place from
existing materials.

+ Randomly monitor issues of materials to construction contractors to check correct quantities.
Task 3: Monit Workin9 P

¢ Regular inspections of construction works in each PBS.

+ Comparison of detailed construction plans with master plans.

¢ Compare material quantities issued with work effected.

¢ Monitor construction quality and compare with REB standards.

¢ Monitor category of customer connections with reference to DFID criteria.

. Monltor progress of constmctionworks and compare wnh |ssua of DFiD materials.
« Check meter issues and compare with new customer connections.
+ Randomly monitor issue and installation of DFID procured meters.
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SECTION 5: SOCIO ECONOMIC STUDY
5.1 Background

As indicated in Section 2, Key issues, power shortfall will impinge significantly on the antldpawd
benefits of the REDP.

Whiist a general consensus indicatas domestic households will take every opportunity to receive an
electricity service, it is considersd potential commercial ventures may be reluctant to make
investments until the power supply situation improves. However, the socio economic study will
elucidate the situation pertaining from the REDP during and at the end of the study penod.

5.2 Progress

NRECA Interviewed a number of candidates and have selected a suitable consultant {o manage the
socio economic survey, The socio economic survey will actually be conducted by a local consuiting
company, yet to be appointed.

During the three month period of April through June 2008, emphasis has been on effecting the
materials procurement of the REDP.

Progress with socio economic survey aspect of REDP will be improved immediately the materigis
procurement process is effectively underway.

NRECA consultant to mange the socio economic study will be appointed during July 2008.
5.3 Socio Economic Study Management

Management of the survey will involve:

o Preparation of TOR for the survey. (TOR will follow the guidelines set by DFID with consensus
from the other stakeholders including REB and USAID.)
» Assisting with evaluation of offers from local consulting firms.

+ Saelection of local consulting company.

e Management and supervision of local consulting company for initial baseline survey and for
subsequent impact assessment.

¢ Reporting of socio economic study.

REDP Quarterly Report (April — June 2006) Page 27 of 37




REDP REPORT
APRIL - JUNE 2006

SECTION 6: PBS MEMBER AWARENESS EDUCATION AND BOARD DEVELOPME“T
PROGRAM

6.1 PBS Member Awareness Education and Board Development Program

Principal objective of the program is to address the issues pertinent to the raising member consumer
participation levels from reactive to proactive for facilitating the activities in empowering the
membership to take responsibility for their actions and decisions as well as conducting programs to
anhance the capabilities of the PBS Directors.

The initial tasks of the program will be to review some of the earlier works developed with REB and
PBS by NRECA. As from the outset of RE program in Bangladesh, NRECA with the funding of USAID,
assisted the RE personnel in formation of PBS and accordingly, a wide range of training programs
were developed to raise the awareness of member — consumers and the PBS Board members. The
ongoing USAID funded RPPR-ll Program's Task C.1 (Strengthening Training Programs and
Procedures) particularly has the sarmarked activity to continue the same with respect to the

development of curriculum materials for all fypes of training programs aimed at REB and PBS
personnel.

This Task will involve working with the REB Training Directorate, as well as the REB Management
Operations Directorates in order to ensure that the content and approach for these newly developed
programs are appropriate to the PBS system. At the PBS level, the PBS Member Services
Departments will be directly involved with the impiementation of the programs. This component of
DFID project will work with REB and the PBS to explore the most effective approaches for

successfully implementing the programs with consideration being given to the improved utilization of
the PBS Village Advisors.

- After the davelopment of the programs and their Initial implementations through the REB and PBSs,

the ongoing oversight and monitoring of this initiative through the end of the project will become part of
the overall Supervision and Monitoring Task.

Following are the steps assumed in the Project Proposal for implementation of the entire program:

e Validation of training needs of the PBS Board members and consumer — members as
identified by the RPPR — Il program

ldentification of possible implementation schemes

Development of curriculum outlines for relevant programs

Preparation of the required curriculum materials and translation into Bangla

Completion of pilot testing of the curriculum materials

Implementation of both types of programs

Monitoring of implementation at both REB and PBS

In order to cany out the task, the project NRECA will complete the recruitment process for a local
consuttant during July / August 2008 for developing the training program and facilitating the training
sessions and monitor the activities. During the last reporting period, suitable candidates for that
position were interviewed and one eligible candidate was selected who is supposed to initiate the
preliminary activities from next quarter.
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8.2 REB Materials Procurement Packages
Estimated
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