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TARIFF AND GOVERNANCE ASSESSMENT 
 

A. Tariff Assessment 
 

1. Introduction 
 
1. Electricity tariffs in Bangladesh are unbundled reflecting the current electricity supply 
market of the country. As a single buyer, Bangladesh Power Development Board (BPDB) 
procures power supply from  independent power producers (IPPs), small independent power 
producers (SIPPs), rental power plants, corporatized generation companies and other publicly-
owned power plants based on negotiated bulk power tariff rates (BPDB’s bulk supply tariffs are 
function of fuel type, plant load factor and other parameters). In return, BPDB sells electricity to 
distribution utilities based on Bangladesh Energy Regulatory Commission (BERC) regulated 
wholesale tariff rates. 
 
2. Power Grid Company of Bangladesh (PGCB) as the national grid operator is allowed to 
recover its costs through wheeling charges to distribution utilities. Wheeling charges are set by 
the government through executive orders. PGCB’s wheeling rate has remained unchanged for 
more than 8 years. 
 
3. Low voltage power distributors and suppliers are governed by retail tariff rates set by 
BERC. The current tariff schedule is characterized by cross-subsidization, with low-income 
households and agriculture being subsidized by high income households, commercial and 
industrial customers (see Table 3 Appendix 1). Retail tariffs remained the same during the 
period 2007-2010 and it was only in 2011 that BERC had announced tariff increases. The 
evolution of tariff rates by consumer categories (Table 6) indicates that while the subsidy burden 
to high income households, commercial and industrial customers has declined, subsidies to low 
income households and agriculture have strengthened. 
 
4. BERC’s recent initiatives are first step towards tariff rationalization in Bangladesh. 
Reforms however must be further strengthened in various areas such as (i) introduction of a 
cost reflective pricing in the short term, and perhaps performance-based pricing regulation in the 
medium term to provide additional incentives to utilities to improve both technical and 
commercial performance, (ii) to grant BERC full independence and allow the agency to carry out 
both the technical and economic regulation of the power sector, and (iii) further strengthen 
BERC’s capacity in order for this agency to effectively execute its full mandate. Such 
development will significantly benefit the financial health of all utilities in the electric supply 
industry and more particularly BPDB. Moreover, for long term sustainability of the sector, GoB 
should further enlarge the power sector expansion and efficiency improvement program to 
increase the share of efficient and least-cost power plants, and to lessen (or even eliminate) 
dependence on more expensive diesel-based rental power plants. 
 

2. Tariffs in the Electricity Sector 
 
4.  Three types of tariffs are in operation in Bangladesh: (i) bulk or wholesale tariff---the rate 
at which BPDB purchases power from the generating entities; (ii) wheeling charges paid to 
PGCB; and (iii) Retail Tariff---the rate at which the distribution companies sell to consumers. 
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a. Bulk Tariff: 
 
5. This is the rate at which BPDB procures power from the various power plants. Purchase 
rates are calculated for each power plant and details of the rates are given in the respective 
Power Purchase Agreement (PPA).   
 
1. BPDB’s average bulk electricity supply cost and its average bulk selling rate to 
distribution entities have been analyzed to determine whether electricity wholesale tariffs are 
able to recover the cost of supply (see Table 1). IPP tariffs charged to BPDB average Taka (Tk) 
3.52 per kilowatt-hour (kWh), (for FY11, 18% increase over FY10) ranging from Tk1.38 to 
Tk12.26 per kWh. Small IPPs and Rental Power Plant tariffs charged to BPDB average Taka 
(Tk) 7.30 per kilowatt-hour (kWh), (for FY11 353% increase over previous year).   BPDB units, 
including APSC, charge an average Tk 1.80 per kWh. BPDB’s average (pooled) bulk electricity 
supply cost is Tk4.20 per kWh (against Tk2.68 per kWh in 2010- corresponding to a 57% 
increase).   
 

Table 1: Current Cost of Electricity Generation (FY20111) 

Generating Plant/Fuel 
Installed 
Capacity  Generation Plant Factor 

Generation 
Cost 

Generation 
Cost   

 
MW GWh % Tk Million Tk/kWh 

IPP 1231 8564.02 79.53 30,142.30 3.52 

Furnace Oil Based 105 748.58 81.39 8,877.75 11.86 

Gas Based 1126 7,815.44 77.66 21,264.55 2.72 

      SIPP Rental 1709 6,247.63 42.69 45,635.60 7.30 

Furnace Oil Based 410 740.97 23.18 6,684.81 9.02 

Diesel Based 535 1899.17 43.17 28499.54 15.01 

Gas Based 764 3607.48 61.73 10451.25 2.90 

Public 864 8,788.08 80.9179545 15,846.28 1.80 

Gas Based 864 8,788.08 80.92 15846.282 1.80 

BPDB 2687.7 9,212.69 33.50 23,988.33 2.60 

Hydro 230 875.60 43.46 894.43 1.02 

Coal 220 779.60 46.98 4,318.06 5.54 

Furnace Oil Based 170 290.54 19.51 4,517.49 15.55 

Diesel Based 160.7 274.96 13.89 6,294.73 22.89 

Gas Based Plants 2297 8,062.13 43.16 16,799.17 2.08 

     Source: Bangladesh Power Development Board. 

 
2. BPDB bulk power sales create losses of Tk1.70 per kWh aggregating to losses of about 
Tk36,190 million per annum. For the corresponding period in FY10, the losses were Tk0.29 per 
kWh.  The increase in bulk energy sales (GWh) was 7.51% over previous year.  

                                                
1
 Source : BPDB Annual Report 
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Table 2: Estimated BPDB Losses Due to Inadequate Tariff Structure (FY11) 

Bulk Consumer 
% of 
Sales 

Sales Unit 
Average 
Selling 
Price 

Average 
Supply 
Cost 

Losses 
Per Unit 

Total 
Losses 

  
million 
kWh 

Tk/kWh Tk/kWh Tk/kWh million Tk 

DPDC 20.83 5964.05 

2.50
1
 4.20 (1.70)  36,190 

DESCO 10.91 3122.74 

WZPDCL   6.44 1842.52 

REB 36.19 10359.41 

Sub total 74.37 21288.72 
BPDB own 
distribution 

25.63 
      

Total 100%      

Source: Bangladesh Power Development Board 
 
8. Analysis of the cost structure for the last 2 years (Figure 1), indicate 3 major sources for 
the losses i) increase in cost of power purchased from IPP and rental power plants and ii) 
increase in financing costs and iii) increase in energy volumes purchased  from SIPP (from 
3029 GWh in FY 10 to 6247 GWh in FY11). Most of the rental plants are comparatively new and 
have a higher depreciation charge which is built into the power purchase agreements.   

Figure 1 : Bulk Supply Cost Structure 

 
 

 
Table 3: Comparison of Bulk Supply Cost By Component2 

Cost Component 

Bulk Supply Cost Tk/kWh Change 
% FY10 FY11 

Own Generation Expenses 0.94 1.03 10% 

Maintenance and Development    0.95 0.05 -95% 

Purchase of Power  0.69 2.92 322% 

Financing and Insurance 0.06 0.12 101% 

 

                                                
1
   Bulk Energy Sales in 2011 was 28627 GWh (Page 6) and the corresponding revenue Tk 71,528.45 Million (Page 

85); BPDB Annual Report   
2
  Income Statement of Generation and Bulk Supply (Page 85); BPDB Annual Report)  
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9. The change in the bulk supply tariff in the last 5 years is indicated in Table 4 below. In  
March’12, BERC has approved BPDB’s proposal for tariff increase as part of the strategy to 
reduce losses3. In addition to tariff increase, BPDB is also proactively addressing to issues of 
loss reduction (both technical and non-technical) through upgrade of the distribution system, 
eliminating the overloading of distribution lines,  implementing improvements in the metering 
system viz. introducing digital meters and improvement in billing; implementation of automated 
meter reading systems.  These initiatives have resulted in a decline in losses from 16.58% in 
FY07 to 12.08% in FY11. However the increase in tariff and reduction in losses are not 
expected to be adequate to help BPDB achieve breakeven. This is attributable to the increasing 
dependence on generation from oil fired rental and quick rental power plants, while there is no 
clear action plan towards meeting mid-term and long term programs to install larger plants, 
which can reduce the purchase cost of electricity. Together with reducing dependence on rental 
power plants, BPDB can also optimize generating costs by establishing a competitive market for 
electricity dispatch.    

Table 4: Changes in Bulk Supply Tariff (Tk/kWh)4 
Category of 
Consumer 

     Organizations Effective 
01-Mar-07 

Effective 
01-Mar-11 

Effective 
01-Mar -

12 

Category-G-1
a
 Dhaka Power Distribution Company Ltd. (DPDC)       

     a)132kV 2.34 2.7575 4.53 

  b) 33kV 2.39 2.7825 4.57 

Category-I-1 Rural Electrification Board (REB)/Palli Biddyut 
Samity(PBS) 

      

     a)132kV 2.34 2.7575 4.53 

  b) 33kV 2.05 2.4745 3.4225 

Category-I-2 Dhaka Electic Supply Company Ltd. (DESCO)       

     a)132kV 2.34 2.7575 4.53 

  b) 33kV 2.39 2.7825 4.57 

Category-I-3 West Zone Power Distribution Company 
Ltd.(WZPDCO) 

      

     a)132kV 2.34 2.7575 4.53 

  b) 33kV 2.39 2.6415 3.74 

Category-I-4 Distribution Zones Of Bangladesh Power 
Development Board(BPDB) 

      

     a)132kV 2.34 2.7575 4.53 

  b) 33kV 2.39 2.671 4.255 

Category-I-5 North West Zone Power Distribution Company 
Ltd. 

      

     a)132kV NA 2.7575 4.53 

  b) 33kV NA 2.671 4.255 

Category-I-6 Distribution companies created in future       

     a)132kV 2.34 2.7575 4.53 

  b) 33kV 2.39 2.671 4.255 
a 

See Annex 1 for category description 
Source: BPDB.   

                                                
3
 Average  increase of tariff in each revision is over 10%. Revisions were also announced in Dec-11, Feb-12 and 

most recently another request (June-12) for revision is under consideration by BERC. 
4
 Excluding demand charges 
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b. Retail tariff: 
 
 10.  This is the rate at which different categories of Consumers buy electricity from the 
distribution companies (DESCO, DPDC as well as BPDB). Details of rates are given in the 
Table below. As can be seen, retail tariffs have remained unchanged for long periods of time. 
Different categories of customers pay different rates. Cross subsidies are prevalent, as in many 
other countries. BPDB, DESCO, DPDC all charge similar retail rates to their customers 
belonging to the same category. In 2010-11, the rate at which DESCO bought energy from 
BPDB was Tk.3.605, and paid transmission charges to PGCB at Tk.0.2291; in 2009-10 the 
corresponding rates were Tk.2.4452 and Tk.02291, respectively. This gives a per unit surplus of 
Tk. 0.48 in 2010-11 and Tk.1.37 in 2009-10-----a decrease of Tk.0.89 / Unit.  DPDC sold power 
to its customers at an average rate of Tk.4.23 against a total cost per unit of Tk. 2.79 (DPDC to 
BPDB Tk.2.567+ DPDC to PGCB Tk.0.2217). 
 

Table 5: Retail Rates (Tk/kWh)  
Category Consumption 

Slab 
2007

a
 2008

b
 2009b 2010c 2011d 

Domestic A From 0-100 Units Tk.2.50 Tk.2.50 Tk.2.50 Tk.2.50 Tk.2.60 

 From 101-400 
Units 

Tk.3.15 Tk.3.15 Tk.3.15 Tk.3.15 Tk.3.46 

Over 400 Units Tk.5.25 Tk.5.25 Tk.5.25 Tk.5.25 Tk.5.93 

Agriculture B  - Tk.1.93 Tk.1.93 Tk.1.93 Tk.1.93 

Small Ind-C i. Flat Tk.4.02 Tk.4.02 Tk.4.02 Tk.4.02 Tk.4.56 

 ii. Off Peak Tk.3.20 Tk.3.20 Tk.3.20 Tk.3.20 Tk.3.67 

       iii. Peak Tk.5.62 Tk.5.62 Tk.5.62 Tk.5.62 Tk.6.24 

Non Res-D 
(Charitable Ind) 

 Tk.3.35 Tk.3.35 Tk.3.35 Tk.3.35 Tk.3.35 

Commercial-E i. Flat Tk.5.30 Tk.5.30 Tk.5.30 Tk.5.30 Tk.5.85 

 ii. Off Peak Tk.3.80 Tk.3.80 Tk.3.80 Tk.3.80 Tk.4.25 

 iii. Peak Tk.8.20 Tk.8.20 Tk.8.20 Tk.8.20 Tk.8.87 

Medium Voltage iv. Flat Tk.3.80 Tk.3.80 Tk.3.80 Tk.3.80 Tk.4.37 

 v. Off Peak Tk.3.14 Tk.3.14 Tk.3.14 Tk.3.14 Tk.3.60 

 vi. Peak Tk.6.73 Tk.6.73 Tk.6.73 Tk.6.73 Tk.7.47 

Very High Voltage i. Time: 2300-
0600 

 Tk.1.49 Tk.1.49 Tk.1.49 - 

 ii. Time: 
0600:1300 

 Tk.2.48 Tk.2.48 Tk.2.48 - 

 Time: 1300:1700  Tk.1.66 Tk.1.66 Tk.1.66 - 

 iv.Time 1700:2300  Tk.5.52 Tk.5.52 Tk.5.52 - 

 v. Flat Rate  Tk.2.82 Tk.2.82 Tk.2.82 - 

       

High Voltage i.Flat - Tk.3.58 Tk.3.58 Tk.3.58 Tk.4.11 

 ii. Off Peak  Tk.3.03 Tk.3.03 Tk.3.03 Tk.3.49 

 vii. Peak  Tk.6.45 Tk.6.45 Tk.6.45 Tk.7.16 

       

Street Light and 
Pump-J 

 Tk.3.86 Tk.3.86 Tk.3.86 Tk.3.86  

BPDB to DESCO  Tk.2.1609  Tk.24452 Tk.24452  

PGCB to DESCO  Tk. 0.2291  Tk. 0.2291 Tk. 0.2291  

       
a
 From 1

st
 March 2007 

b
 From 1

st
 March 2008  

c
 From 1st Feb  2011 

d
 From 1

st
 March ,2012 
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12. In May 2012 BERC announced an uninterrupted power supply scheme for industries 
with Tk 14.44 per kWh.  This is a substantial increase in comparison to the current average 
retail tariff of Tk 5.55 per kWh for industries. This premium service is optional and its cost is 
aligned with high cost power generation from diesel and other imported sources of energy. This 
decision clearly indicates governments commitment for revising the tariff to ensure financial 
sustainability of the power sector companies. Successful implementation of this scheme 
however depends on similar program for households. ADB is currently undertaking a willingness 
to pay study to assess the feasibility of a similar scheme for the households. 
 

c. Wheeling Charge: 
 
12.  PGCB is paid wheeling charges by the distribution companies. Rate per KWh Tk.0.2291. 
This rate is fixed by the Government of Bangladesh (the government) and has remained the 
same for more than 5 years. Transmission lines of the company up to June, 2012  stood at 
2,647.3 circuit km of 230 kV lines, 6077.44 circuit km of 132 kV lines and 13 of 230/132 kV 
substation and 83 of 132/33 kV substations. The company has taken infrastructure development 
projects for further development of its operation. In order to finance new investment, ensure 
proper maintenance of its existing assets, PGCB requires to be paid at better rates than what it 
is now getting from the distribution companies. 
 
13.  The present tariff system has different rates for different market segments.  At the bulk 
supply level, it is evident that the cost of purchase from rental power plants is the major 
contributor to losses. The exact quantification of losses will require a more detailed study of 
supply and losses at different voltage level and to different bulk purchasers. A more immediate 
requirement is to address the generation plan in the short term so that lower cost of power is 
available in the grid. In the medium to long term, given the role of private and public sector in 
generation, to enhance competitiveness, it is recommended that a concerted effort to establish 
a competitive dispatch regime for electricity generation through a cooperative pool. At the retail 
level, cross – subsidies arise between the different categories of customers (Table 6 below).   
 

Table 6: Tariff as a % of the Average Cost of Supply (CoS) 
Category Consumption Slab 2007 2008 2009 2010 2011 

Domestic A From 0-100 Units 105 76 76 86 58.70 

 From 101-400 Units 132 95 95 108 78 

Over 400 Units 220 159 159 180 134 

Agriculture B   58 58 66 44 

Small Ind-C Flat 168 121 122 138 103 

 Off Peak 134 97 97 110 83 

 Peak 235 170 170 193 141 

Non Res-D (Charitable Ind)  140 101 102 115 76 

Commercial-E Flat 222 160 161 182 132 

 Off Peak 159 115 115 131 96 

 Peak 343 248 248 282 200 

Medium Voltage Flat 159 115 115 `131 99 

 Off Peak 131 95 95 108 81 

 Peak 282 203 204 231 169 

Very High Voltage i. Time: 2300-0600  45 45 51 - 

 ii. Time: 0600:1300  75 75 85 - 

 Time: 1300:1700  50 50 57 - 

 iv.Time 1700:2300  167 167 190 - 

 v. Flat Rate  85 85 97 - 

       

High Voltage Flat  108 108 123 93 
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 Off Peak  92 91 104 79 

 Peak  195 195 222 162 

       

Street Light and Pump-J  162 117 117 133 94 

 
B. Governance Assessment 
 
14. Under the previous TAs, a set of measures for good governance financial management 
were introduced and they were included as loan covenants. A summary of proposed 
governance measures and the achievements are given in the following Table. There are certain 
areas which need to be followed up on the level of achievement and certain areas where 
capacity building is essential. 
 

Table 12: Governance Measures and Performances 
Measure Performance 
Procurement 

1. Use of the Asian Development Bank 
(ADB) guidelines on procurement and 
consulting services. 
 

Achieved 

2. Use of ADB’s standard bidding 
documents and standard request for 
proposal documents for procurement and 
recruitment of consultants. 
 

Achieved 

3. Bid specifications and packaging to be 
prepared to ensure maximum competition 
under international competitive bidding 
procedures. 
 

Achieved 

4. Capacity development of sector entities 
on e-procurement to increase 
transparency, accountability, and 
efficiency in procurement. 
 

This is an area which needs further 
assistance. 

Financial Management and Audit 
 
5. Regular access to the executing 
agency’s accounting and control systems 
to monitor expenditures and other 
financial transactions and safe custody of 
project-financed assets. 
 

Achieved 

6. Capacity development of the sector 
companies in accounting and internal 
control systems, financial management, 
and audit capabilities. 
 

Partially achieved. Capacity building is 
required for the four areas mentioned 
here.  

7. Expanded use of advanced information 
and communication technology-based 
financial management systems will ensure 
efficient and accountability. 
 

Poor level of achievement on this. This is 
an area which needs to be developed.  

8. External auditors acceptable to ADB to 
audit financial statements, which will be 
published regularly and reported to the 

Achieved 
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Measure Performance 
Procurement 

shareholders. 
 
9. Measurable financial performance 
indicators for each company to be 
established, evaluated, and benchmarked. 
 

Partially achieved. 
Proper and realistic financial target setting 
required. For this an efficient MIS is 
needed. The sector Organizations need to 
develop realistic business plans with 
realistic financial and operational targets, 
against which useful actual results can be 
measured . 
 

10. Introduction of an appropriate internal 
audit system through the capacity building 
program. 
 

Partially achieved.  More capacity building 
in the area of internal audit needs to be 
carried out. 

11. Implementation of an operational risk 
mitigation action plan and undertaking a 
joint operational risk assessment with 
development partners. 
 

Partially achieved. 

Institutional  and/or Corporate Governance 
 
13. Public disclosure of operational and 
financial performance of the sector 
companies to improve transparency. 

(a). Public Disclosure of Financial 
Performance: Partially Achieved. Financial 
reports are published on the web sites of 
sector organization, with the exception of 
REB.   
(b). Public Disclosure of Operational  
Performance: Partially achieved 
 

14. Fully functional sector regulator to 
ensure equal opportunities for all sector 
entities and to improve sector 
governance. 

Partially Achieved. The government has 
set up the BERC. However: 
(a). Better cooperation between the BERC 
and the power division is needed in 
preparing of guidelines and plans and 
determining tariffs for the sector. 
(b). Public awareness for  BERC Acts and 
various Rules and Regulations need to be 
built. 
(c). More public transparency regarding 
the methodology of preparing PPA

 
.  

(d). BERC needs to expand its work to 
cover all aspects of the sector. BERC 
officers need to be trained on best 
practices of the power industry in the 
region. 
 

15. Continued introduction of a new 
corporate culture through further 
commercialization. 
 

Partially achieved. Management of the 
sector organizations need to be trained on 
“Corporate Culture’ and related fields 

16. Appointment of independent board of 
directors. 

Partially achieved. The Organizations do 
have their own Boards and Management 
structure, the degree of independence 
needs to be enhanced further. 
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Measure Performance 
Procurement 

17. Revision of board recruitment 
procedures. 
 

Partially achieved 

18. Development of formal code of 
conduct for board of directors. 
 

Partially achieved 

19. Delegation of powers to companies’ 
management. 
 

Partially achieved  

20. Promotion of private sector 
participation and public-private 
partnership. 

Partially achieved. Private sector is 
presently active only in generation. 
However the private sector generation 
costs esp. the Rental/Quick Rental Plants 
are very high. The challenge here is to 
develop a loss mitigation plan of this 
private public partnership.  
 

21. Expansion of computerized billing 
system 

Achieved. According to BPDB reports all 
consumers are now under computer 
billing. 

BERC = Bangladesh Energy Regulatory Commission BPDB= Bangladesh Power Development Board, 
MIS=Management Information System, PPA= Power Purchase Agreement, REB=Rural Electrification Board 

 



10 Annex 1 

DESCRIPTION OF DIFFERENT CATEGORIES FOR TARIFF SETTING. 
 

Category-
G-1 

Extra High Voltage DPDC 

Category-
I-1 

High Voltage Bulk Supply 
 Rural Electrification Board/Palli Bidyut 
Samiti 

Category-
I-2 

High Voltage Bulk Supply 
Dhaka Electric Supply Company Ltd. 
(DESCO) 

Category-
I-3 

High Voltage Bulk Supply 
West Zone Power  
Distribution Company Ltd.(WZPDCO) 

Category-
I-4 

High Voltage Bulk Supply 
Distribution Zones Of 
Bangladesh Power Development 
Board(BPDB) 

Category-
I-5 

High Voltage Bulk Supply 
North West Zone Power Distribution 
Company Ltd. 

Category-
I-6 

High Voltage Bulk Supply 
 Distribution companies created in future 

 
 




