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I. INTRODUCTION: 

 

These terms of reference (TOR) are for the study and preparation of electricity tariff for 

consumers of Palli Bidyut Samitites (PBSs) under Bangladesh Rural Electrification Board 

(BREB).  The study is financially supported by the International Development Association 

(IDA) through a Credit to BREB.  

 

BREB is playing a very important role for rural electrification development through its 80 

PBSs. The Board was established in 1977 under a Presidential Ordinance.  This was the first 

step of Power Sector reform in Bangladesh, shifting power supply responsibility partly from 

the Bangladesh Power Development Board (BPDB) to BREB.  Improved electricity 

coverage, particularly in rural areas of Bangladesh, has helped in achieving the Millennium 

Development Goals (MDGs). Providing access to electricity at affordable cost with reliability 

to all people of the country by 2021 is the vision of the government. 

 

The current 80 PBSs were intended to function on “no loss-no profit” principle. In the event 

of any operating surplus or deficit, it would be adjusted for in the form of lower or higher 

tariffs from the consumers of that particular PBS. BREB as administering body evaluates, 

approves and monitors the performance, engineering, financial and management aspects of 

PBSs. BREB also provides funds to the PBSs as debt for capital investment. BREB, until 

2009, set tariffs of each consumer category for each PBS, after which date the responsibility 

was assigned to Bangladesh Energy Regulatory Commission (BERC). BREB also determines 

the technical standards of construction, operation and maintenance of electrical distribution 

system of voltage levels 33 kV and below. 

 

Of the 80 PBSs only 8 are running profitably, 6 are on 'no los-no profit' state, and the 

remaining 66 are running on loss.  The last tariff revision was ordered by Bangladesh Energy 

Regulatory Commission (BERC) in 2015.  Even after the revision tariff was not adequate for 

making profit by all the PBSs. 

 

II. BACKGROUND 

Bangladesh Energy Regulatory Commission (BERC) was established in 2005 under the 

Bangladesh Energy Regulatory Commission Act 2003 with the authority of, inter alia, setting 

tariff of electricity and other energy resources.  BERC has been setting the tariff since 2009.  

The functions of BERC are spelt out in the act. These include, among other things: 

i. Issue Licenses for Generation, Transmission, Distribution or Sale of Electricity; 

ii. Establish a tariff structure and investigate charges, whether or not a specific prayer has 

been made for a tariff adjustment; 

iii. Approve the rates of charges and terms and conditions of electricity services provided by 

generation, transmission and distribution companies. 

iv. Develop and enforce performance standards for the generation, transmission and 

distribution of electricity. 

BREB submits tariff revision application to BERC on behalf of the PBSs, as BREB is the 

licensee of BERC. In its application, BREB appeals for raising the class-wise retail tariff of 

rural electricity.  BREB along with the application submits its audited accounts of previous 

financial year(s) or a test year, and the estimated accounts of the current year.  

The financial condition of rural electric cooperatives is determined in a similar manner as is 

done for fixing service-oriented tariff by verification of the income and expenditure of public 
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or private electricity distributing utilities.  The primary mission of any electricity distributing 

utilities is to provide highest electricity service at the lowest cost.  In this case the main issues 

to consider are: 

a) Fixing electricity tariff on the basis of cost of service; and 

b) Allowing acceptable net profit. 

Since the consumers are the owners of the electricity cooperatives, aggregate profit margin of 

the utilities should be distributed to them, or re-invested in the utilities.  PBSs are cooperative 

societies owned by the consumers, and they operate under the BREB umbrella.  However, 

PBSs are independent entities run by boards of directors. 

As it is BERC's legal responsibility to make the PBSs financially viable, and self-sustaining, 

it is desirable for the Commission to correctly evaluate all the components involved in 

calculating the tariff of all the 80 PBSs of the country. 

It is, therefore, necessary for the PBSs to provide the cost of their service and take the burden 

of proof.  

    II (2) PRESENT TARIFF SRUCTURE OF THE PBSs 

(Effective from Effective September 15, 2015) 

Serial No Consumer Type Tariff 

Tk/kWh 

01.  Domestic  

 a) Life Line(Up To 50) 3.36 - 3.85 

 b) First Slab: 01 to 75 Unit 3.80 

 c) Second Slab: 76 to 200 Unit 5.14 

 d) Third Slab : 201 to 300 Unit 5.36 

 e)  Fourth Slab : 301 to 400 Unit 5.83 

 f) Fifth Slab : 401 to 600 Unit 8.70 

 g) Sixth Slab: Above 601 Unit 9.98 

02.  Commercial 9.80 

03.  Irrigation 3.82 

04.  Industry:  

 a) Small Industry (GP) Flat 7.66 

 b) Small Industry (GP) Off peak 6.80 

 c) Small Industry (GP) Peak 9.24 

 d) Large Industry (LP) Flat 7.57 

 
 e) Large Industry (LP) Off Peak 6.58 

 
 Large Industry (GP) Peak 9.57 

05.  Charitable Institute (CI) 5.22 

06.  Street Light 7.17 

Minimum Charge, Demand Charge, Service Charge, Other conditions including 

Government Value Added Taxes will be applicable additional to the aforesaid Tariff 

Rate. 

  Electricity Tariff is approved by Government and it may is changeable.  
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III. TARIFF OBJECTIVE 
Tariff setting is guided by the following objectives: 

i. To provide consumers with fair and reasonable price structures consistent with 

maintenance of a financially and operationally secure electricity supply system; 

ii. To encourage consumers to make efficient use of energy based on price signal; 

iii. To encourage operators to make efficient use of plant (Assets) and operational 

efficiency based on financial benefits and penalties; 

iv. To provide Operating Companies reasonable return/profit to give confidence to the 

entities and encourage new investments; 

v. To provide a tariff structure for cost reflective tariff for each customer group; and 

vi. To provide for future progress towards a commercially competitive system. 

 

IV. SCOPE OF WORK  

   The assignment would include the following tasks. 

(i) As the tariff of electricity for the consumer, i.e., the consumer would pay cost of using 

electricity to supplier the PBS, it would be necessary to compute the total cost of 

electricity which would generally include the fixed cost, the semi fixed cost and the 

variable cost.  Here the fixed cost is independent of the electricity consumed, which 

takes into account the cost of land, labor, interest expenses, depreciation etc., while the 

semi fixed cost consists of other costs for delivering service for the energy the 

consumer uses.  The variable cost takes into account all the other running costs. 

(ii) The tariff study will be in accordance with Bangladesh Energy Regulatory Commission 

(Power Distribution Tariff) Ordinance 2013. 

(iii) In the Tariff study, the Revenue Requirement determination will be as per “Bangladesh 

Energy Regulatory Commission Revenue Requirement determination uniform format 

(Power) Order 2016”. 

(iv) As is needed for computing the tariff of any electricity distributing utility to take into 

account rate base, depreciation, debt servicing and return on investment, the same 

principle is applicable in case of PBSs.  It is even appropriate that best practice is 

applied in case of tariff setting for them. 

(v) Details of margin calculation are very important to work out the financial position of 

the entity.  According to best practice the utilities have to be financially well off.   

(vi) It may, indeed, be worthwhile to note that the PBSs are cooperative societies owned by 

the consumers, and they operate under the BREB umbrella. However, PBSs are 

independent entities run by boards of directors. 

 

IV (1) BASIC CHARACTERISTICS OF TARIFF CALCULATION 

The assignment would include the following basic work. 

(i) The consultant shall review available documentation such as regulation, current tariff 

structure and methodology, licence codes, investment plans, and shall establish the basic 

considerations such as discount rate, government duties to be used in the analyses. A 

data collection model shall be established and presented at the very beginning of the 

study. All data collected and data collection models shall be handed over to the client. 

(ii) The tariff study will be in accordance with Bangladesh Energy Regulatory Commission 

(Power Distribution Tariff) Ordinance 2013. 
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(iii) In the Tariff study, the Revenue Requirement determination will be as per “Bangladesh 

Energy Regulatory Commission Revenue Requirement determination uniform format 

(Power) Order 2016” 

(iv) As the tariff of electricity is for the consumer, i.e., the consumer would pay cost of using 

electricity to supplier the PBS, it would be necessary to compute the total cost of 

electricity which would generally include the fixed cost, the semi fixed cost and the 

variable cost. Here the fixed cost is independent of the electricity consumed, which 

takes into account the cost of land, labor, interest expenses, depreciation etc., while the 

semi fixed cost consists of other costs for delivering service for the energy the consumer 

uses. The variable cost takes into account all the other running costs. 

(v) The consultant shall review current tariff methodologies and gain an appreciation and 

clarify the structures and philosophy adopted. Review relevant documents (licenses, 

codes, load forecasts, master plans, Investment Plans of PBs and BREB, performance 

standards, etc.) that the consultant considers relevant in the execution of the services. 

Appraise the current mechanisms and their advantages disadvantages in tariff setting. 

(vi) Compute PBS tariffs based on rate base, depreciation, debt servicing and incorporate 

return on investment. Any cross subsidies components to be considered shall be 

incorporated in a clear and transparent manner.   Consider best practices, advice and 

recommend options. 

(vii) Details of margin calculation are very important to work out the financial position of   

the entity. According to best practice, the entities have to be financially sound.  

(viii) The tariff calculation shall be based on the premises of Affordability, Social impacts,      

Ability of groups of consumers (especially commercial and industrial) to cross-subsidize 

residential. 

(ix) A roadmap shall be developed for subsidy elimination over a reasonable period of time. 

 

IV (2) TARIFF ANALYSIS METHODOLOGY 

The consultant will bear in mind that once the tariff computation methodology is accepted by 

BREB, it will be the job of BREB and the PBSs to do tariff computation for submission to 

BERC when tariff revision will be needed.  It would, therefore, be worthwhile to prepare a 

Tariff Analysis Methodology for ease of tariff computation. 

The consultant’s job would be to prepare an Electricity Tariff Setting Process 

using Mathematical Models to predict what electricity prices will be for the different classes 

of consumers, so as to enable BREB and PBSs to prepare Tariff Revision Applications when 

needed.  The model should   

• be a conceptual model for tariff design;  

• indicate tariff framework;  

• each cost component; and  

• Compute tariffs for end users of all levels (domestic, commercial, agriculture, 

industrial, charitable institutions, and street lights). 

The model should have 

• Transparency: in the methodology, so that all criteria and procedures are made public;  

and 
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• Stability: in the adopted methodology, so that the concerned people have the least 

possible regulatory uncertainty.  

The basic procedure the model will provide should be that 

• Tariffs must comply with the accepted regulatory principles;  

• It will at least guarantee recovery of the total recoverable cost, and a reasonable 

amount of profit for the utility; 

• It should be reasonably easy to work on;  

• It should provide adequate financial information both in the short and the long term; 

and  

• It should be straightforward and transparent. 

V. COUNTERPART SUPPORT 

BREB will provide the required institutional support during the assignment including all 

related data on the BREB system and the PBS activities. Key information of each PBS 

(indicating existing networks) and existing plans to develop the systems will also be provided 

to the consultant. 

 

BREB will also facilitate discussions and data gathering from the other distribution and 

transmission and generation companies in Bangladesh (BPDB, DPDC, DESCO, 

WZPADICO, PGCB, IPPs, CPs, etc.) as well as BERC.  However, the data gathering will be 

the Consultant’s own responsibility. The consultant will work closely with the Finance and 

Account focal point or any other staff member assigned by BREB in carrying out the 

assignment.   

 

VI. CONSULTANT'S EXPERTISE REQUIREMENT 
The Consultant is free to propose a possible timeframe for the job with a team that best meets 

the requirements of the assignment. A suggested structure indicating the nature of inputs 

required is given below. It would be advisable if staff having worked in preparing companies' 

annual accounts and financial statements capable of conducting a GIS based analysis is also 

included in the team. 

 

1. Team Leader:                                           06 Man-Months 

 

Qualifications: 

-Must be at least a Fellow Chartered Accountant or a Fellow Cost & Management 

Accountant 

- Minimum 10 (Ten) years of total experience in Power Sector including minimum 5 (Five) 

years of practical experience in Distribution/Transmission systems and power utility 

activities. 

 

2. Accountant/Business Administration Graduate (1)       06 Man-Months

    

Qualifications: 

- Must be ACA/ACMA or have at least bachelor’s degree in Accounting from a recognized 

University 

-Minimum 10 (Ten) years of total experience with 5 (Five) years’ experience in 

Distribution/Transmission system and power utility activities. 
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3. Financial analyst (2):            04 Man-Months 

 

Qualifications: 

-Must have bachelor’s degree in Finance or be a member of a professional accounting 

institution 

- Minimum 05 (Five) years’ experience in analyzing financial performance of power utilities 

-Must have previous experience of developing sound financial analysis of pricing for 

consumable goods/preferably in the energy sector 

 

4. Assistant Accountant (1):            04 Man-Months 

 

Qualifications: 

- Must be at least graduates in Accounting 

- Minimum 05 (five) years’ experience in field related activities of a power distribution utility 

 

5. Data Entry operator (1):          06 Man-Months 

 

Qualifications: 

-Minimum H.S.C. having 2 (two) years’ experience in computer operation. 

VII. OFFICE AND TRANSPORTATION 

The consultant will have an office with all related facilities in Dhaka and be responsible for 

securing transport facilities and accommodation as well for all internal travel during the 

assignment. He will be required to visit all the PBSs in the country to obtain their required 

cost and expenditure, and present and future development plans in order for arriving at an 

appropriate assessment of operation and maintenance for delivering power at reasonable and 

affordable price to their consumers. 

VIII. DELIVERABLES 

The Consultant will be responsible to the Project Director for discharging all project activities 

and will ensure that all activities are completed on time and in accordance with an approved plan. 

The consultant will deliver 

i. An inception report within a week of commencement of consultant's work giving a 

plan, the methodology and timeframe for the full scope of the assignment for the 

study and a timeframe.  The consultant should also present the core economic and 

financial assumptions (such as, on prices, discount rate, self-financing, energy prices, 

government duties etc.) proposed to be used in the study. 

ii.        A proposal for tariff structure. 

iii.        A well-structured and easy to use and understand model for tariff setting calculations 

along with a user manual. 

iii. A draft final report within 3 months; 

iv. A workshop for presentation and discussion of the findings and recommendations 

within 1 month after submission of the draft final report; and 

 v. A final report within 2 months after the workshop. 
 

 The work should be completed in six (6) months from the date of contract effectiveness. 


