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SUMMARY

During the period July though September 2006, excellent progress was made towards effecting ihe
materials procurement component of REDP.

Following considerable discussion with REB during the period, agreement was reached on
commercial and technical conditions considered necessary for improving bidding competition.

Sales of bid documents for REDP materials procurement commenced on 02 September 20086. Bld

. opening dates are 16 October 2006 and 18 October 2006.

Estimated value of the first round of REDP materials procurament is USD 32 million.

Consecutive to bid opening on 16 and 18 October 2006, evaluation of bids by REB wil} follow during
October and November 2006.
NRECA will concurrently review the bid evaluation process, making appropriate comments with

reporting.

Member Awareness Education and Board Development program commenced during this period with
field visits to PBS to enable interviews with directors, staff and members. Cumiculum development will
follow from the information gathered during the field visits.

Principal achisvemaents during the period were:

» REB commencing sales of bid documents for first tranche of 9 PBS materials procurement.
» REB commencing sales of bid documents for 67 PBS materials procurement.

» Scheduling of second tranche materials procurement for 9 PBS.

« Obtaining REB master plans for 6 PBS.

» Commencement of fisld visis to PBS for Member Awareness Education and Board
Deavelopmaent training.

o Curriculum development of for Member Awareness Education and Board Development trainlng

As commencement of materials delivery is unlikely before July 2007 and start of construction work
improbable before early 2008, minimal work has been done during this period on materials usage
monitoring.

Again, secondary consideration was given during this period July through September 2008 to
initiating the Socio economic survey. During the next quarter a consulting company will be selected
and contracted to commence implementation of the soclo economic study.
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SECTION 1: INTRODUCTION

1.1 Background to the Rural Electrification Development Program (REDP).

The overall programme cost is £161 million. The GOB will contribute £122 miflion through the Anrﬁ.xal
Development Programme (ADP), and DFID will contribute £38 mifllan for investment components to
REB through the Ministry of Finance. The remaining 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 replacament will be met through user
charges.

REDP represents a five-year DFID commitment of up to £50 mllllon to increase the provision: of
electricily in rural and peri-urban areas of Bangladesh. This will be achieved through a package of
financlal support for electricity network expansion and intensification within the Second Rural
Electrification Master Plan (2000-2020). The program will provide 1.35 million new electricity
connections to households and rural businesses, directly benefiting up to 10 million people; A
microfinance component is inciuded 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 invoive a mixtura of
grid expansion {sub-transmission, mainly 33 kV electrical lines), which is expensive but essential, and
intensification, which is less casatly, but connects large numbers of customers to existing infrastructure.
DFID wili 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 prioritles of REB for investment. While DFID is seeking to enhance the poverty impact of
the programme, our approach is to support the averall REB Master Plan, not ‘cherry-pick’ specific sub
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 wers establishaed by the REB in the mid to late
1990s and have received little additional Investment since that ime. They are all located in more
remota, poor areas of Bangladesh. DFID support will enable additional villages to be connected to the
rural grid, together with an increase in the number of connections (intensification) through the
construction of new spur lines from the existing backbone within these nine PBS. The cost of
intensification is relatively modast, and will anable 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 invesiment package.

: Second, DFID will support intensification in 56 existing PBS, at the cost of £8 million. This will invalve

the construction of one and two pole lines from existing lines, linking households and enterpriges
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

revenus genaration 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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1.3 Scope of Services
NRECA have been confracted through USAID to provide project technical oversight, monitoring and
impact assessment of REDP. An education program for members of Cooperatives also forms part of
the scope of services. -
Principal elements of the NRECA scope, bver a five year timescale, are:-

. Reﬁew and monitoring of REB procurement procass for DFID funded REDP materiais.

¢ Review and monitoring of REDP project materials selection.

» Review and monitoring of REB DFID funded matenals bid avaluation and subsequent contract
placement. _

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

+ Effect an education program for new PBS members and elected Directors to improve
Cooperative participation and accountability.

1.4 Objectives
Primary objectives of the NRECA Input to the project are:
* To verify materials selection by REB is consistent with REDP requirements.

« To assist REB with materials procurement process and to verify or otherwise compliance with
GOB Public Pracurement Policy 2003,

¢ Reporting on REB compliance with REDP and GOB requirements.

» To monitor and substantiate usage of REDP materials Is in accordance with REB masterplan
and REDP investment requirements.

« Regularly reporting on progress of REDP.

» Estabiish baseline socio economic data for REDP areas.

o Effect socio economic surveys within REDP areas midway and on completion of REDP.
» Provide socio economic reporting on influence of REDP.

» Establish and effect an education training 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 September 2006, NRECA project team In Bngladesh for REDP comprises:
Person REDP Duties
Jim Ford _- . NRECA Country Representative
John Cook Project Engineer
Maruf Hasan Bhuiyan Utility Engineering Specialist
Narayan Chandra Saha Eduo@tlon and Training Speclalist
Brigadier {rtd) M A Malek Local Management Specialist

To further strengthen the materials procurement monitoring and subsequent materials usage
monitoring, an additional local englneering specialist, Md Abdus Salam, is anticipated to be dlrectly
contracted to NRECA during the Iatter part of 2006.

Local consultant, Tawheed Reza Noor, will also be contracted during October 2008 to manage the
S0Cio sconomic survey.

REDP Quarteriy Report (July — September 2006) Page 9 of 37
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SECTION 2: KEY ISSUES.
2.1 Background

- As indicated in the previous quarterty report for April through June 2008, shortage of power,

particularly at peak demand periods, conﬂnues to result In significant load shedding and consequent
difficuities for all PBS.

As no new major generation projects are currently being effected or confracted, severe power
shortages will persist for the duration of REDP. ‘

Prices of commodities such as copper, aluminum and steel reduced during the period but remain
mugch higher than 2005 values.,

‘Much of the work effected by NRECA on the materials procurement aspect of REDP has concentrated
on attempting to foster more competition from potential national and intemational bidders.

A recent REB materials procurement exercise funded by Netheriands government indicated
competition was less than would normally be hoped from intémational bidders. Likewise intemational
bidding competition for REDP materlals was comespondingly unresponsive. )

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

2.2 Power Shortage

Shortage of sufficient power generation continued to result In severe rastrictions to the amount of
power made available to PBS. The power shortage is, as might be expected, particularly acute
between the peak demand times of 1700 hrs and 2300 hrs.

An unsurprisingly perceived inequality in the distribution of available power throughout Bangladesh led
to REB and all other interested parties mesting with GOB State Minister for Ministry of Power Enargy
and Mineral Resources. Resulting from this meeting came an agreement to equitably share available
power according to substation demand. Control of power aliocation was agreed to be pnmanly a

responsibility of PDB load dispatch center.
This agreement may in the short teym alleviate an impression of unfair treatment in some of the less

waalthy PBS. However, a more aven handed treatment of aliocating available power will not in llseff

make any difference to the quantity of power available.
Over the coming months, ocal circumstances are likely to influence a reversion to allocating powu by

political or financial authority.

As no new maijor power generation projects are presently cantracted, power shortages will continue to
increase over the next three to four years until new power generation is commissioned.

PBS obtain their income from selling electricity. The difference between purchasing cost and seiling

price provides the Income to operate and maintain a PBS.
Addition of even more distribution system without a commensurate increase in sales of alectricity will

exacerbate an already challanging economic situation.
Those PBS with a predominanifly low income domestic customer base, particularly the 9 PBS

supported by REDP, will be increasingly unable to adequately cover their operating costs and will
become more indebted to REB.

Pubtic discontent with the worsening power supply situation towards: the latter end of this period is

apparently leading to physical abuse of many PBS staff whilst going about their duties.

. REDP Quarterly Report {July — September 2008) Page 10 of 37
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procurement.

A number of plausiblie reasons are explicable for the mediocre response from intemational blddérs,
however one of the principal reasons for failure to solicit solid international competition is consideed

- to be suspicion of the Bangladesh procurement process integrity by potential international biddars

The suspicion of anti compatitive practices within Bangladesh almed at keeping out intemational
compoetition is likely to have matured over a number of years resulting in minimal intemational interest.

Ancther principal reason for the dearth of intemational competition is the relatively low financial values

“of bid sub packages. The maximum estimated value of a bid sub package for REDP procurement is

approximately USD 3 million for concrete poles. High transportation costs of concrete poles effectivaly
preclude intamational bidders.

Other bid sub packages for materiais that could be sourced intemationally have estimated values of
generally much less than USD 1.5 million.

Such low financial values are generally insuﬁcient to warrant the aubstantlal offort requlred to submit
an intamational bid.

Details of the materials pmwremnt documentation, bid packages and advertising are provnded in
Section 3.

REDP Quarterly Report {July — September 2006) Page 14 of 37
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SECTION 3: MATERIALS PROCUREMENT.

3.1 Background

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

Core procurernent monitoring subjects wers sstablished with REB during the previous quarter. _
This quarter consolidated those core requirements In the REDP materials procurement bid
documentation. :
During this quarter REB agreed to incorporate into the procurement documentation, various NRECA
suggestions considered necessary to enhance competitive bidding.

Following a considerable number of meetings during the quarter, REB concurred with all NRECA
suggestions considered necessary to try and obtain a satisfactory quantity and quality of solicitations.

REB completed necessary revisions to the bid documentation. during August 2008, with NRECA
confirming no objections to commencing bid document production on 22 August 2006,

On 30 August 2008, REB advertised the procurement in four Bangladesh national newspapers md
placed the procurement information on GOB Central Procurement Technical Unit website. -~

Copies of the newspaper advertisemant were eventually also disseminated to the trade sections of
embassies and high commissions in Dhaka.

Bld closing dates are set for 16 and 18 October 2006, allowing bldders up to 50 days to submit
responses. Evaluation of bids will commence during week commencing 30 October 2006.

Forty companies or local agents had purchased bidding documents as of 30 September 2006._' of
these forty companies or local agents , only nine represented intemational companies.

3.2 Bid Conditions and Compliance

Core monitoring subjects for the procurement werne established with DFID and agreed with REB during
the pravicus quarter.
These core monitoring subjacts relate to :

+ Bid Package Size

+ Fair Conditions for Bidders

¢ Advertising

¢ Poles

Details of each core monitoring subject were described in the quarterly report for Aprit through June
2008. These monitoring conditions ware notifled by DFID to REB chairman on 28 June 2006.

Conditions in the REB bid documantation ganerally reflected the monitoring requirements, with REB
procurement parsonnel generally Implementing the other monitoring conditlons.

In particular, each of the core monitoring conditions were ohserved by REB in the manner following.

3.2.1 Bid Package Value _
The princlpal requirement is for bid package financial value to be sufficiently high to attmact
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potential international bidders.

Quantifying a sufficiently high value was not considered appropriate for REDP rnatertals
procurement. REB have a financial authorization limit of USD 1.7 miillion, bid sub packages. of
higher value require govemmant approval.

Given a necessity to expedite REDP materials procurement in a timely manner, NRECA in
consultation with DFID and USAID concurred with REB permitting the value of most bid sub
packages to be less than USD 1.7 million. Five bid sub packages have values greater than USD
1.7 million.

Contents and the vaiues of bid packages is elucidated in Section 3.3

3.2.2 Fair Conditions for Bidders

Bid documents were formulated to include all information necessary for potential intemational
bidders to equitably compets with potential domestic bidders. This was particularly the case with
single phase meters where BST| (Bangladesh Standards and Testing Institute) standards were

specified by REB.

3.2.3 Advertising

The procurement exercise was advertised in four national newspapers and on the GOB
Technicai procurement Unit website. .

As a further aid to disseminating the procurement information to intemational potential bidders,
NRECA requested coples of the newspaper advertisement should be concumrently distributed to
embassies and high commissions in Dhaka.

During the first week of the bid period REB response appeared indolent in providing information
to embassles and high commissions.

Enquines on 11 September 2008 to the trade sections of eight sampile diplomatic missions
indicated only one had recelved notification of the procurement exercise.

REB procurement section stated they had dispatched the information on 06 September 2006 via
the Bangladesh postal system.

Although embassies did not receive the procurement information from REB in a timely manner,
most of the trade sections had apparently not seen the REDP procurement advertisement in the
newspapers.

As discovening potential trade opportunities must be considered a prime function of trade or
commercial sections in diplomatic missions, failure to notice REDP procurement advertisements
in local newspapers poorty reflects efficacy.

3.3 REDP Bid Package Materiais Composition

Materials lists compiled during the pravious quarter were again adjusted by REB. These ad]ustments
enabled REB to optimize use of DFID and REB domestic funds for materials procurement.

As indicated in the previous quarter report, historical costs of procurements in 2005 plus up to 10
percent were used as the basis for REDP materials procurement budget. In compiling the REDP
materials pmcurement budget, REB had to use the last available relevant procurement costs with a
percentage increase of up to ten percent. REB budget authorization does not aliow use of mére
probabie estimates unless substantiated.

Budgst cost for the first tranche of REDP procurement is approximately USD 32 million

Given the price increase of commodities and energy during 2008, REDP materials are likely to be
more expensive than 2005 historical prices plus ten percent.

REDP Quarterly Report (July — September 2006) Page 16 of 37
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Companies purchasing bid documents are indicated in the table balow:

Bid Document Purchaser A lotnaonalor
Companies
1 Asgls Intemational 53, Motijheel C/A, Dhaka Interational
. L/A United Enterprise And Con
2 Chint Electric Co Ltd Shanghat China Ltd, Guishan-1 , Dhaka Intemational
Cooper Power System ,USA LA
3 Prince Corporation Ltd Motiiheel, Dhaka Intemational
Elster Electricity Lic U.S.A L/A Selar | 113 Kazi Nazrul Islam Avenue,
4 Intemational Dhaka Intemational
Juan Kuanf (Pte) Lid /A
5 Shupraghat (Pvt) Co. Ltd Tejgaon, Dhaka International
Ninybo Yinzhon, Huayuan Electrical : )
6 Machine Industry Copr China U/A Project Buliders Ltd/ Dhaka IWmal
Siemens Power Transmission And
7 Distribution Inc  L/A Siemens Guighan-1, Dhaka International
Bangladesh Dhaka
Tyco Electronics Raychem Gmbl . "
8 L/A Macso Intemationat Ltd 37 Kakrail Vip Road, Dhaka International
Suiv Industrial Zone Lishi, Yue
Qing , Chaina LA "
9 Yue Qing Xindall Company Project Builders Ltd. 692/8 Bara intemational
Moghbazar, Dhaka
10 B&T Cables Ltd Banani, Dhaka Domestic
11 BRB Cables Unit-3 Kustia Domaestic
12 Confidence Pawer Ltd 73, Sonargaon Road, Dhaka Domestic
13 Contech Construction Lid Bananl , Dhaka Domestic
14 Creative Electricell- tl;nd Electronics Co Gazipur Domestic
15 Dada Engineering Ltd Domestic
16 Electro Venture Ltd Savar, Dhaka Domestic
17 Energy Pac Engineering Ltd 10, Dilkusha C/A, Dhaka Domestic
18 Esack Brothers Industries Ltd Bandar Chittagong Domestic
19 Gemcon Lid Dhanmondi , C/A Domestic
REDP Quarterty Report (July — September 2006) Page 27 of 37
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. Representing
Bid Document Pyrchaser Address M’“mﬂ!s
Companies
20 Hosaf Meter industry Ltd 9, Mohakali C/A Dhaka Domestic
21 Jamir Engineering Industries Tejgaon , Dhaka Domestic
22 .JidaPowerWImLtd 85-86 Motijheel C/A Domestic
23 Khamba Lid Gulshan -1 , Dhaka Domestic
24 M A Quader Ltd Banani, Dhaka Domestic
25 M/S Diran Enterprise Ltd 73/1 Indira Rd Tejgaon, Dhaka Domestic
26 National Dynamics Ltd Banani, Dhaka Dornestic
27 Pasa Electro Industries Keranigonj, Dhaka Domestic
28 Power Connection ( Pvt) Lid. Purana Paitan Domestic
29 SB S Cables Ltd Banani, Dhaka Domestic
30 S Q Wire & Cables Co Ltd Mohammadpur, Dhaka Domestic
3y | Southem Enmm Trading 16, Ditkusha C/A, Dhaka Domestic
32 S Q Trading & Engineers Mohammadpur, Dhaka Domestic
a3 T S Transforrner Lid Banani, Dhaka Domestic
34 T S Co Power Ltd Banani , Dhaka Domestic
35 Techno Electricals Ltd Banani, Dhaka Domestic
36 Techno Ventura Ltd Banani , Dhaka Domestic
a7 TPT Cables Ltd Kustia Domestic
38 Trade East West Corporation Ltd 147/ Oid Airport Road, Dhaka Domestic
39 Trade Venture Lid Dhanmondl R/A Dhaka Domestic
40 United Enterprises and Co Ltd Gulshan-2 Domestic
REDP Quarterly Report (July — September 2006) Page 28 of 37
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3.8 Procurement Program

Bid documents were advertised for sale on 02 September 2006. Bidders are allowed until 16 and 18
October 2006 to submit bids.

The Muslim religious holiday period of Eid falls immediately after the bid submission dates. REB ire
not expected to recommence working until week commencing 30 October 2006.

Bid evaluation is scheduled to commence during week commencing 30 October 2006.

Following evaluation, approvals, pre contract factory inspections and contract negotiations will
proceed. Gantt chart shown in 3.8.1 indicates a possible timetable for the procurement process.

A bid validity period of 150 days was required by REB as precedent Indicates the time taken for
completing the evaluation, approvals and negotiations always takes longer than hoped. .

Gantt chart of suggested schedule for first tfranche materials procurement shown in 3.8.1 on the
following page.
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SECTION 4: MONITORING OF MATERIALS USAGE

4.1 Progress

REB will utilize 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, monitering of usage has not commenced.
NRECA are continuing to prepare the monitoring methodology.

4.2 Proposed Monitoring Methodology

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

) ﬁ;sslst KhulnaWarehousepersonnel wlih sooeptable shomge of all materials.
» Where practicable, DFID materials to be segregated from exlIsting REB materials.

« Assist REB warehouse staff to sslectively tag DFID materials to enable Idsntlﬂcation at PBS
warehouse and during construction phasae.

e Asslst PBSStora personnel vnth storing all DFID funded materials In a separate place from
axisting matenais.
+ Randomly monitor issues of materials to construction contractors to check correct quantities.

) . Regular mspecﬁons of oonswotion works In.each PBS.
+ Comparison of detailed construction plans with master plans.
» Compare material quantities issued with work effected.
» Monitor construction quallty and compare with REB standards.
+ Monitor category of customer connections with reference to DFID critenia.

e Monltor progress of consuuotlon works and oompare with Issue 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

51 Background

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

Whilst a general consensus indicates domestic households will take every opportunity to receive: an
electricity service, it is considered potential commercial ventures may be reluctant to make
investments until the power supply situation Improves. However, the socio economic study will
elucidate the situation pertalning from the REDP during and at the end of the study period.

52 Progress

NRECA interviewed a number of candidstes and have selected a suitable consultant to manage the
socio economic survey. The socio economic survey will actually be conducted by a local consulting
company, yet to be appointed.

During the three month period of July through September 2006, emphasis has continued on'effecting
the materials procurement of the REDP.

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

NRECA consultant to mange the socio economic study will be appointed during October 2006.

5.3 Socio Economic Study Hanagement

Management of the survey will Involve:

¢ 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.

¢ Selection of locai 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 Quarterty Report (July — Septembar 2006) Page 32 of 37




REDP REPORT e
JULY - SEPTEMBER 2006 Qe

SECTION 6: PBS MEMBER AWARENESS EDUCATION AND BOARD DEVELOPMENT
PROGRAM

6.1 PBS Member Awareness Education and Board Development Program

Principal objactive 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 declsions as well as conducting programs to
enhance the capabilities of the PBS Directors.

The Initlal 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 tralning programs
wera developed to raise the awareness of member — consumers and the PBS Board members. The
ongoing USAID funded RPPR-lIl Program's Task C.1 (Strengthening Training Programs éand
Procedures) particularty has the earmarked activity to continue the same with respect to ‘the
development of cumriculum materials for all types of tralning 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 implemsntation of the programs. This component of
DFID project will work with REB and the PBS to explore the mast effective approaches for
successfully implementing the programs with consideration being given to the improved utilization of
the PBS Village Advisors.

After the development 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 bacome patt of
the overall Supervision and Monitoring Task.

Foliowing are the steps assumed In the Project Proposal for implementation of the entire program:

« Validation of training needs of the PBS Board members and consumer ~ members. as
identified by the RPPR - 1| program

Identification of possible implementation schemes

Development of cummiculum outlines for relevant.programs

Preparation of the required curriculum materials and transtation into Bangla

Compiletion of piiot testing of the curriculum materials

implementation of both types of programs

Monitoring of Implementaﬁon at both REB and PBS

~in order to camry out the pro;ect tasks NRECA recruited two local staff during the period July mruugh
September 2006.

Brigadier (rtd) M A Malsk is employed as a Local Managemnt ‘Specialist with Narayan Chandra Saha
employed as an Education and Training Specialist.
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