BANGLADESH RURAL ELECTRIFICATION BOARD
DHAKA, BANGLADESH.
BREB INSTRUCTION 600-34

SUBJECT: CROSS SUBSIDY METHODOLOGY.
I. PURPOSE:

The purpose of this Instruction is to set forth the policy
guidelines of cross subsidy program and its methodology for
operation and implementation.

II. INTRODUCTION:

Considering the socio-economic conditions of rural population,
Bangladesh Energy Regulatory Commission (BERC) has set Bulk
Supply Tariff (BST) at the ‘Grace Rate’ for the Palli Bidyat
Samities (PBSs) under Bangladesh Rural Electrification Board
(BREB) .

Bangladesh Power Development Board (BPDB) will bill the PBSs
at the set BST.

In order to distribute the benefit, considering the financial,
geographical and other perspectives of the PBSs, BREB, in
compliance with the methodology prescribed by BERC, will
determine the different BST for each PBS. While doing this, it
will be considered that operation of all the PBSs are running
at “Break-Even” and according to this consideration, the net
revenue requirement of the PBSs for each financial year will
be calculated. At the end of the financial year the fixed BST
of the PBSs can be re-fixed on the basis of actual
data/information according to the financial condition of the
PBSs and necessary adjustment can be made.
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The notice of establishing BST for Electric Distribution

Utilities/ Companies issued by BERC vide memo
no.28.01.0000.012.02.005.12-648¢6, date-23.11.2017 is enclosed
herewith (Annexure-01). See condition-3 of the notice.

III. POLICY:

“Cross subsidy” is a program suggested by BERC for making
subsidy payment to the financially unsound PBSs to meet their
revenue requirement for operating at Break-Even, out of the
contribution made by the financially sound PBSs from their
surplus fund over the Break Even.

The Cross Subsidy Program aims at distribution of the
financial benefit among the PBSs that result from the fixation
of BST for the PBSs at the Grace Rate determined by BERC.

iv. METHODOLOGY

Firstly, Revenue requirement for each PBS shall be calculated.
Contribution will be received from the surplus fund of the
solvent PBSs over their required revenue.

From the received contribution, Subsidy payment will be made
to the insolvent PBSs to meet their revenue requirement.

In case of any surplus or deficit contribution, the adjustment
will be made among the PBSs as per BREB Decision, while making
subsidy payment.
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This Instruction is subject to revision from time to time as
and when methodology of Cross Subsidy is changed by BERC.

V. RESPONSIBILITY:

Energy Audit & Tariff Directorate of BREB shall be responsible
for operation of Cross Subsidy program and 1its proper
implementation.
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Annexure-01
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