Annual Report
20192020

U

Otryusion &

KARNAPHULI GAS DISTRIBUTION COMPANY LIMITED
(A Company of Petrobangla)



$59¢ AER & 9B
¢fC ANTHTHG @EE T
I ERCIC DREEI I
fefe afos =3, =t feat
Gifed foe! 9595
IR TR IR =
Al S PSR TR |



wifeq forst aorag <14 Iferqm a2ww






Uninterrupted Supply &
distribution of

NATURAL Gas
tothe
customers







MISSION

Affordable, safeand
uninterrupted supply of
Natural Gas

to meet the demand of
customers of
KGDCL franchise area
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Corporate Information

Karnaphuli Gas Distribution Company Limited (KGDCL)

Date of Registration 08 February 2010
01 July 2010

Starting of Operational Activities 19 April 2010

29 April 2010

Authorized Capital Tk 300,00,00,000.00

Tk 700.00

Total Number of Shares - 70

Franchise Area Greater Chattogram & Chattogram Hill Tract Area.

First Annual General Meeting 24 March 2011

1| Manpowe  Approved-1161 (Officer 519, Staff 642)

Present Manpower-445

(Officer 281, Staff 164) Outsource Staff 396

6,01,932 (Power, Fertilizer, Industry, Captive Power, Commercial
Tea Garden, CNG and Domestic)

Presen 5 550 MMSCFD
Present Supply of Gas 313.88 MMSCFD

Power 35%, Fertilizer 17%, Industry 13%, Captive Power 14%
Commercial 1%, Tea Garden 0%, CNG 4% & Domestic 16%

Total Purchase of Gas during FY 2019-2020 323751 MMSCFD
otal Sales of Gas ¢ Y 20192020 327246 MMSCFD
Total Sales during FY 2019:2020 TK 339219 Crare
et Profit before Tax during FY 2019-2020 7K 565.61 Crore
Deposited ta Gavt. Exchequer during FY 2019-2020 1K 396.27 Crore
' 11165

@ Natural Gas Efficiency Project (Installation of 60,000 nos.

Pre Paid gas meter for domestic customers). o

o~

® Introduction of online gas bill pay system. o
® KGDCL gas distribution network upgradation project. =
~

e Construction of gas pipeline for Mirsharai Economic Zone,
Chattogram.

o Digital mapping for KGDCL gas distribution network.
® Development of enterprise resource planning (ERP).
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| ORGANIZATION G222

Ministry of Power,
Energy &
Mineral Resources
Energy & Mineral
Resources Division,
Bangladesh Qil. Gas
& Mineral Corporation
F'etrubangla]

Karnaphuli Gas Dls’mbutton
Company Limited
‘ Managing Director

.- Operation Division

Administration
Division e =

/  Engineering Services

R T “=---..  Company Secretariat =
Division

’ Division
' ~
Planning & / % .
Development "= Accounts Division
Division 3
Marketing Division -

North / " Finance Dnnsmn
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Marketing Division " argi Deparineck " IT&Pre-Paid

South ‘ Vigilance Departmet Metering Division
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SHARE HOLDERS

A B M Abdul Fattah
Chairman (Grade-1), Petrobangla

Nazmul Ahsan

Additional Secretary

&

Director (Admin), Petrobangla

o
o~

Md. Harun-Or Rashid
Joint Secretary

&

Director (Finance), Petrobangla
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Md. Ayub Khan Chowdhury Engr. Md. Kamruzzaman
Director (Planning), Petrobangla I Director (Operation & Mines), Petrobangla I

Engr. Md. Shaheenur Islam Syed Ashfaguzzaman
Director (PSC) Petrobangla I I Secretary, Petrobangla

~ (5) ANNUAL REPORT 2019-20
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BOARD or DIRECTORS

Md. Anisur Rahman

Senior Secretary

Energy & Mineral Resource Division
&

Chairman, KGDCL Board

Md. Zafar Ullah

Additional Secretary, Ministry of Industry
&

Director, KGDCL Board

Nazmul Ahsan

Additional Secretary

Director (Admin), Petrobangla
&

Director, KGDCL Board
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Md. Abu Zubair Hossain Bablu
Joint Secretary (Admin) I
Energy & Mineral Resource Division

Director, KGDCL Board

Md. Eidtazul Islam

First Secretary (Custom & Vat Admin) l
National Board of Revenue, Bangladesh

&

Director, KGDCL Board

SK Aktar Hossain

Join Secretary (Development) I
Energy & Mineral Resource Division

&

Director, KGDCL Board

N

-20

Abu Nayeem Mohammed Maruf Khan
Deputy Secretary l
PS to Secretary Prime Minister's Office

&

Director, KGDCL Board

() ANNUAL REPORT 2019



QJ KGDCL

BOARD or DIRECTORS

Dider-E-Alam Mohammad Maksud Chowdhury Md. Moniruzzaman
Deputy Secretary (Development-1) I Director, KGDCL Board I
Energy & Mineral Resource Division

Director, KGDCL Board

Ali Mohd. Al-Mamun Khaiz Ahmed Mozumder
I !gfanaging Director, TGTDCL I I I'gAanaging Director, KGDCL |

Director, KGDCL Board Director, KGDCL Board
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BOARD OF DIRECTOR'S REPORT

Bismillahir Rahmanir Rahim
Honorable Shareholders
Assalamualaikum,

At the very outset, On behalf of the Board of Directors of Karnafuli Gas Distribution
Company Limited (KGDCL), | welcome you all in the commencement of the presentation
of the Directors' report for the fiscal year 2019-2020 at the 11th Annual General Meeting
organized virtually.

HONORABLE SHAREHOLDERS,

You are all already informed that, Karnafuli Gas Distribution Company Limited was formed
to distribute gas in the greater Chittagong and Chittagong Hill Tracts areas for the
development of gas based industries and enhancing the quality of customer service.
KGDCIL started commercial activities from 1 July 2010. The company is playing a positive role
in the National Economy and Socio-Economic Development by increasing the marketing
and revenue activities as well as achieving the desired success. | am happy to announce
that the company has been able to make a pre-tax profit of Tk. 565.61 crore by selling gas
worth Tk. 3,392.19 crore in various sectors in the fiscal year 2019-2020. A total of Tk 396.27
crore has been deposited in the state exchequer, including Tk. 147.52 crore for dividends, Tk.
216.13 crore for taxes, Tk. 30.12 crore for income tax deducted from supplier's bills and Tk.
2.50 crore for VAL It is expected that the frend of making profit will continue in the future as
well.

HONORABLE SHAREHOLDERS,
| am now presenting to you the report of the Board of Directors on the marketing,
financial and operational activities of the company for the Fiscal year 20192-2020.

MARKETING ACTIVITIES

Customer Connections

New household connections have been closed since December 2015 as per the Government
guidelines. Connection fees, security and other fees were collected from 24,000 customers before
the gas connection was cut off. The applicants described for household connection have
repeatedly applied to the government and company level for gas connection. A target of 24,539
different categories of connections was set in Fiscal Year 2019-2020, including 24,000 households,
subject to the government's decision on residential gas connecfions. 80 new gas connections of
different categories (Industrial-38, Captive Power-09, CNG-01, Commercial-32) have been provided
except residential one. Moreover total 337 nos. of gas connections of different categories have
been permanently disconnected (Industry-32, commercian-44, domestic-261). Details of various
classified customer conneclions up to 30 June 2020 are displayed in the table below:

Customer Class Based Connection Statement from start to 30th June 2020

Electricity 05
Fertilizer 04
Industries 1,092
Captive Power 122
Commercial 2,843
Tea-Garden 02

CNG 70
Household 597,724
Total 6,01,932
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GAS PURCHASE

The company has procured 3,237.51 million cubic meters of gas against the target of
3,372.00 million cubic meters of gas purchase in Fiscal Year 2019-20.In Fiscal Year2019-20,
81.75 million cubic meters of gas was procured from state-owned gas fields, 2.26 million
cubic meters from various gas fields of international oil companies and 3,153.50 million
cubic meters for ING. Gas field between government and international oll Companies and
the ratio of gas to LNG purchases are 2.52: 0.07: 97 .41.

GAS SALES

The company sold 3,272.46 million cubic meters of gas against the target of 3,372.00 million
cubic meters of gas sales in Fiscal Year 2019-20. It has earned Tk. 3,392.19 crore against the
target of Tk. 3,418.58 crore through gas sales.As against the purchase of 3,237.51 million
cubic meters of gas in that fiscal year, the sale of 3,272.46 milion cubic meters of gas
resulted in a system gain of 1.08 percent without the previous deficit. The following table
shows the consumer classified gas sales figures for the current fiscal year;

Comparison of Consumer Class Based Gas Sales for Fiscal Year 2019-20 and 2018-19

Customer Amount Ia: Amount
(Crore MMCM (Crore Crore Percentage
Tﬂkz) usige Taka) Taka

5 6 7 8(47)

Electricity 1,199.00 1,131.63 503.58 3458 880.02 278.09 22549 81.09

Fertilizer 660.00 54369 59183 1661 63312 55416  37.67 6.80 &
Industrial 412.97 439.84 47151 13.44 45438 423 65 47 .86 11.30 g
Captive Power  439.27 47181 65229 1442 45573 46515 187.14 40.23 Ao
Commercial: Hotel 33.65 3107 71.78 0.95 36.52 67.85 3.93 5.79 g
& Restaurant Pal
Tea Garden 093 059 063 002 054 045 018 4000 e
CNG Feed 13685 12355  432.54 378 14901 47807 -45.53 952 g
Domestic 48933 530,18 668.03 1620 61679 56453 10350 1833 S
Total 337200 3,27246 3,39219 100 3,226.11 2,83195 560.24 19.78 =

-
(45
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DISCONNECTION AND RECONNECTION ACTIVITIES
Although disconnection and reconnection of gas to defaulling customers is an ongoing
process for revenue collection, a significant amount of arrears of gas bills, unregistered gas
bills and fines have been collected by disconnecting defaulting and illegal gas users by
forming special disconnection teams. Details of disconnection and reconnection in Fiscal
Year 2019-2020 are displayed in the table overleaf:

Disconnections and reconnections details
Customer The number of Re-Connection
Class disconnections
. |Number Collected Amount ( Tk. in Crore
llegal | Total Due Bill | Unregistered Gas Bill/Fines/ | Total
Activities Realization in other sectors
02

Industries/ 25 27 08 0.88 0.23 15
Captive

CNG 02 - 02 01 0.98 0.40 1.38
Commercial 101 07 108 49 0.58 0.99 1.57
Domestic 9810 1218 11028 7942 10.01 1.64 11.65
Total 9938 1227 11165 8000 12.45 3.26 15.71

VIGILANCE ACTIVITIES

The Vigilance Department is part of the company's organizational structure to prevent
illegal gas connections, illegal pipeline construction, use of gas in unauthorized
equipment and gas fraud. Under the Vigilance Department, there are 02 branches in
the area of Inspection North and Inspection South.ln addition, the company has 1
Central Vigilance Team, 1 Central Task Force, 2 Task Forces, 12 Zone Vigilance Teams, 2
Residential Disconnection Teams, 2 Commercial Disconnection Teams, | Monitoring
Team and 1 Special Inspection Team. There are 24 effective teams.

If any information is found about the use of illegal gas in the area under the jurisdiction of
KGDCIL, it is immediately isolated/evicted and an FIR/GD is lodged in the police station
against the concerned person/organization. In this case, if any allegation of involvement of
manpower/contractor of the company is found, appropriate action is taken as per rules. In
case of obstruction of gas disconnection activities by illegal gas users, action is being taken
in accordance with the law including gas disconnection with the help of executive
magistrates, law enforcement agencies and public representatives of the concerned areas.
Moreover, the public is made aware of the risk of ilegal connection, the possibility of
subsequent accidents and the penal provisions under the Bangladesh Gas Act, 2010
through various print and electronic media nofificatfions.

FINANCIAL AND REVENUE ACTIVITIES
At this stage | am presenting the details of the financial and revenue activities of the
company for your information and consideration.

WHEELING CHARGE

Tk 136.59 crore has been spent on wheeling charges for 3,225.18 million cubic meters of gas
supplied to KGDCL network through GICL's gas transmission pipeline in Fiscal Year 2019-20.
In the last Fiscal Year, the amount was 120.72 crore.
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GAS DEVELOPMENT FUND
The Gas Development Fund (GDF) was constituted on 01 August 2009 to increase the
reserves/production of companies engaged in gas exploration and production. Expenditure
in this sector in the fiscal year 2019-2020 is 114.57 crore. In the previous fiscal year, the
amount was 134.83 crore.

FUEL SECURITY FUND

The "Energy Security Fund" was set up by the Bangladesh Energy Regulatory Commission
with effect from 1 September 2015 at a fixed average of Tk 1.01 per cubic meter in the
reserve gas fariff. From this fund Tk 126.64 crore will spend in the 2019-20 Fiscal Year. While
175.36 crore spend in the previous Fiscal year.

RPGCL'S LNG OPERATIONAL CHARGE

In view of non-increase in domestic gas production and gradual increase in gas demand Tk.
15.75 crore has been spent on RPGCL LNG operational charges as prescribed by BERC in
Fiscal Year 2019-20 against the cost of imported LNG from 18 August 2018. In the previous
Fiscal year, it was Tk. 44.13 crore.

CHARGE OF PETROBANGLA

Petrobangla charges of Tk.17.89 crore have been incurred by BERC in fiscal Year 2019-20 as
agdainst the cost of imported LNG from August 18, 2018 onwards due to non-increase in
domestic gas production and gradual increase in gas demand. In the previous fiscal year, it
was Tk.14.78 crore.

NET PROFIT

The company has made a pre-tax profit of Tk 565.61 crore in the 2019-20 fiscal year. In the
previous fiscal year, the amount was Tk. 568.26 crore, which means that the profit has
declined by Tk. 2.65 crore in the current fiscal year, which is 0.46% less than the previous
year. The profit calculation is shown in the table below:

PROFIT STATEMENT
Income from gas sales (Other operational income) 3.464.19
Income in ofher sectors 114.62
Total Income 3,578.81
Gas puchase related expenses 2,907.59
Management and others expenses 75.84
Total Expenses 2,983.43
BPPF pre-gross profit 595.38
BPPF 29.77
Pre-Tax Profit 565.61
ACCOUNTS RECEIVABLE

After deducting bad debt reserves from the company's outstanding bill, the outstanding
bill due on 30-06-2020 stands at Tk. 777.29 crore which is equivalent to 2.61 month bill.
Customer class accounts receivable details are shown in the fable below:

-20
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Accounts Receivable Statement on 30-046-2019

Accounts Receivable Monthly average | Arrears equivalent
Customers on 30-06-2020 sales to as many
(in crores of taka) (in crores of taka) months

1. Electricity

Public 86.91 37.44 232

Private 11.58 6.23 1.86
2. Captive Power

Public 40.40 2.20 18.36

Private 157.53 53.00 2.97
3. Fertilizer

Public(CUFL, TSP & DAP) 16.03 12.25 1.31

Private (KAFCQ) 47.54 46.85 1.01
4. Industrial

Public 25.34 276 ?.18

Private 114.44 37.85 3.02
5. Commercial

Public - - -

Private 18.29 6.10 3.00
6. Tea-Garden

Public - - -

Private 0.08 0.05 1.60
7. CNG

Public (Chattogram City Corporation) 1.94 0.26 7.46

Private 103.38 36.21 2.86
8. Residential

Public 30.61 3.60 8.50

Private 123.22 52.74 2.34
9. Total (10+11) 777.29 297.54 2.61
Public and private division of accounts receivable on 30-06-2020(in crores of taka)
10. Public 201.23 58.51 -
11. Private 576.06 239.03 =
12. Total (10+11) 777.29 297.54 -

DIGITIZATION ACTIVITIES

Webbased software for marketing and finance divisions

The company has signed the "Upgradation of KGDCL Marketing & Engineering Services
Division Software and Online Biling Software Including 2 Support Services" agreement
with ICT, BUET to provide support services including infegration of new features in
marketing software and online billing software. The software includes various modules
under upgrade such as: Organogram Setup, Role Management, Two Step Verification
for Data Insert, Zone Migration, Security Deposit, Store Module, Customer Complain
Management System (Gas Leakage, Gas Accident, and Gas Pressure Problem), Online
Inspection System etc. Module attached.Work is underway to collect readings from the
customer end and connect the module fo enter readings directly info the software
through mobile apps.
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ONLINE BILLING

The online bill payment system has been launched at KGDCL from July 2017 with the aim
of simplifying the gas bill payment system. The company's customers of all classes are
currently paying their gas bills online through various branches of 19 (nineteen) banks in
Chittagong. KGDCLl's non-metered residential customers can pay gas bills through
Rocket, Nexus Pay, Visa Card, MasterCard. Besides, an agreement has been signed to
collect the gas bill through BKash, APl integration work is underway. The mafter of
signing an agreement to collect gas bill through digital service "Nagad" of Bangladesh
Postal Department is in process. Bills are also being collected from residential customers
through various mobile financial services (Sure Cash, Telecash, MyCash) and
Grameenphone's "Bill-Pay" system.

KGDCL CUSTOMER PORTAL

The web-based customer portal (biling.kgdcl.gov.bd) has been further customized to
make it easier for KGDCL customers to know their billing updates.Through this portal,
non-meter residential customers can check their oulstanding bills (if any) including
current month's bills and pay the outstanding bills through MFS, Payment Gateway.
Meter-based customers are sent billing information via SMS, e-mail and a link fo the
customer portal. The customer can pay the bill by downloading the bill from the
customer portal.

E-DOCUMENT ACTIVITIES

In order to bring dynamism and transparency in the office work, e-documentation
activities have been implemented in the company under the A2l program of the Office
of the Honorable Prime Minister and the issue of official performance through
e-documentation is being gradually strengthened.

-20
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DISSEMINATION OF INFORMATION THROUGH WEBSITES

In line with the government's commitment to build a digital Bangladesh, the company's various
activities are being promoted through the website to improve customer service quality and make
customer service information readily available. To this end, KGDCL's website (kgdcl.gov.bd) has
already been linked fo the National Information Window (bangladesh.gov.bd). The mentioned
website includes company profile, organizational structure, division of labor, list of directors,
officers, services provided by KGDCL, local and international tender natices, citizen charter, gas
connection application, confractor list, accepted application and setflement information, project
summary, emergency hoiline numbers and various service boxes. The National Integrity Strategy
(NIS), Innovation, APA, GRS, RTl, e-Services and SIP are on display and are regularly updated. In
this way, the customer/interested organization can easily collect information from the website.

DEVELOPMENT ACTIVITIES

Honorable Shareholders,

Now | am presenting a brief description of the development activilies of the company for the
fiscal year 2019-2020.

Reconsiruction

The government has established economic zones in different parts of the country with the
aim of developing Bangladesh into a middle-income country by 2021 through extensive
industrialization. In order fo accelerate industrialization in this region, which is managed by
the Economic Zone Authority of Bangladesh (BEZA), construction of various installations
(CGS, DRS) including construction of gas pipeline by KGDCL has been completed and
some more works are in progress.

WORKS IMPLEMENTED
1. Construction of a 16 "diameter 11.00 km with a pressure of 1000 psig from Baratakia to
Bangabandhu Sheikh Muijib Industrial Area (Mirsarai Economic Zone) and a 6.00 km
gas pipeline with a pressure of 350 PSIG inside the Beja.

2. Installation of 01 CGS with 200 MMCFD capacity and 02 DRS with 50 mm CFD capacity
at Bangabandhu Sheikh Mujib Industrial Area (Mirsarai Economic Zone).

o
o~

3. Bangabandhu Sheikh Mujib Industrial Area (Mirsarai Economic Zone)- A B R Powergen
Ltd. Construction of 1.25 km gas pipeline of 16 "diameter with 350 psig pressure for
A32 MMCFD gas supply.
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4. Construction of 1.84 km gas pipeline with 150 psig pressure 10 "diameter 1.84 km for
M/SXinuan Chemical Industries Limited at Bangabandhu Sheikh Mujib Industrial
Area (Mirsarai Economic Zone).

5. Construction of 3.77 km of 10" diameter and 4.72 km of 8 "diameter with a pressure
of 150 psig for Korean Export Processing Zone (KEPZ), Anwara, Chittagong area and
installation of 01 DRS with 17 mm CFD capacity.

6. M/S HM Steel Ltd., Dangarchar, Juldha, Kamafuli, Chittagong area construction of
2.28 km diameter gas pipeline with 8 "diameter &150 psig pressure;

The repair/maintenance work of 04 IP DRS, 02 Oftech and 21 CP stations set up at different
places in the Franchise area of the company has been completed and 01 security tower
post has been constructed at the Faujdarhat installation to strengthen the security of the
company.

WORK IN PROGRESS

1. Construction of 4 km gas pipeline of 16 "diameter with 350 psig pressure for supply of
gas in Bashundhara Industrial Economic Zone at Bangabandhu Sheikh Mujib Industrial
Area (Mirsarai Economic Zoneg).

2. Construction of 4.1 km gas pipeline of 20 "diameter with pressure of 1050 psig at Coal
Power Generation Company Ltd. in Matarbari area of Maheshkhali.

3. Construction of 9.5 km gas pipeline with pressure of 1050 psig for supply of gas in
Maheshkhali Economic Zone-3 under Bejar.

4. Installation of 01 DRS with 25 mm CFD capacity for gas supply in M/S HM Steel Lid.
Dangarchar, Juldha, Karnafuli, Chittagong area.

-20

INSTALLATION OF PRE-PAID METERS IN RESIDENTIAL CONNECTIONS

Natural Gas Efficiency Project at a cost of Taka 148.65 crore jointly funded by the
Government of the People’s Republic of Bangladesh, JICA and KGDCL to confribute to the
sustainable economic growth of Bangladesh through efficient supply and use of natural gas.
[Establish pre-paid metering system for KGDCL's residential customers]Under the project
titled, 60,000 pre-paid meters have been installed at household level in Chittagong
metropolitan area during the fiscal year 2018-19. Pre-paid customers currently purchase gas
volumes through NFC cards from 12 POS (Point of Sales) stations and use the gas by
recharging the pre-paid meters installed in the customer's yard. Accidents due to gas
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leakage in the customer's yard have been reduced as every Gl line with pre-paid meters has
been leaked. The installation of pre-paid meters has made it possible to prevent wastage of
precious natural gas. The pre-paid metering system is creating opportunities for the company
to collect revenue in advance as the company's arrears are decreasing and the qudlity of
customer service is also increasing. The remaining non-meter residential customers are also
interested in the pre-paid metering system for the various benefits of pre-paid meters.

PROVIDING LOANS FOR IMPLEMENTATION OF INTER-COMPANY PROJECTS

(A) Tk. 250.00 crore for "Anwara-Fauzdarhat Gas Transmission Pipeling” project implemented
by GICL for transmission of imported LNG and Tk. 249.95 crore for Maheshkhali-Anwara gas
fransmission pipeline project and a loan agreement was signed between GICL and KGDCL
to finance the Maheshkhali-Zeropoint (Kaldiarchar)-CTMS (Dhalghat Para) gas transmission
pipeline construction project to the tune of Tk 100.00 crore. In contrast to the loan
agreement, Tk. 185.00 crore was disbursed to GICL in Fiscal Year 2018-19 and Tk. 104.00 crore
in Fiscal Year 2019-20.

SL Project Name Total Paid ~ To be paid

0. (Crorefoka)  (Crore faka)
1. Anwara-Fauzdarhat Pipeline 135.00 42,29
2. Maheshkhali-Anwara Pipeline GICL 246.51 205.00 41.51
3. Gas fransmission pipeline GICL 100.00 74.00 26,00
Total 523.80 414.00 109.80

(B) EXPENDITURE OF KGDCL AS OPPOSED TO PROJECTS UNDER PETROBANGLA

1. Techno-Economic Feasibility Study and Engineering  Petrobangla 15.97
Services for construction of Land Based LNG

Terminal at Moheskhali and kutubdia, Cox's Bazar
and Payra, Pafuakhali. Petrobangla 15.97
2. Consultancy Services for Implementing the Petrobangla 8.72
Automation of Gas Transmission and Distribution
Pipeline Network under different companies of
Petrobangla through Engagement of Iinternational
Consulting Firm.
3. Techno-Economic Feasibility Study and Engineering  Petrobangla 15.00
Services and Tender Management Services for
Construction of a Land Based LNG Terminal at
Matarbari, Cox’'s Bazar.

Total 39.69
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AUGMENTATION OF THE GAS NETWORK CAPACITY

The government has started importing LNG to meet the growing gas demand in the
country with the aim of making Bangladesh a middle-income country by 2021 through
massive industrialization. Implementation of project titled "Construction of Gas Pipeline
for Mirsarai Economic Zone and Upgradation of KGDCL Gas Distribution” at a cost of Tk.
339.68 crore with its own funding so as to take imported LNG into KGDCL system and
supply gas to Mirsarai Economic Zone.

THE MAJOR WORKS PERFORMED UNDER THE PROJECT ARE AS FOLLOWS:

Installation and commissioning of 03 HP-DRS (50 MMCFD capacity each) and 04
IP-DRS (20 MMCFD capacity each) has been completed within Chittagong city. Gas
is currently supplied through DRSs;

Installation and commissioning of 01 CGS (200 MMCFD capacity), 02 HP-DRS (50
MMCFD capacity each) has been completed in Mirsarai Economic Zone;

Construction and commissioning of 12.96 km pipeline with 10 fimes 10 inch diameter
from Nasirabad to Sholashahar and from Kalurghat to Bakalia has been completed;

Construction and commissioning of 22 km pipeline with 350 psig pressure of 18 inches
diameter from Anwara CGS to Kafco-CUFL and Shikalbaha Thermal Power Station
has been completed:

Construction and commissioning of 14 km pipeline with 350 psig pressure of 16 inches
diameter from Baratakia to Mirsarai Economic Zone (BEZA) has been completed.

-20
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OPERATIONAL ACTIVITIES

In the fiscal year 2019-2020, about 312 maintenance works were carried out at various DRS and
customer levels connected to the company's distribution network. In addition, security paper
seals were placed on the MRA/RMS of 443 customers of different categories. Complaints of 143
gas leaks in the distribution network, 451 gas leaks in customer yard risers and internal lines, 60
fires due to gas leakage and cut off of gas supply to 310 customers were resolved in the
current fiscal year. In addition, 4 HP DRS and 12 IP DRS were painted under regular
maintenance activities. Modification work was carried out at the company's combined
regulating station and CEPZ IP DRS located in Karnafuli EPZ area. During the fiscal year under
review, 1,04,952 residential customer risers and 933 commercial customer risers were tested
under the 'Clean Development Mechanism' project; It detected gas leaks in 8,239 risers. Leaks
are maintained immediately. The following functions of the company's distribution network are
performed under the supervision of the Engineering Services Division in FY 2019-2020:

® Establishment of 100 meter gas distribution pipeline of 4" @, 4 times pressure at a safe depth of
the company crossing the approach road under construction at Anwara with the funding of
Bangabandhu Sheikh Mujibur Rahman Tunnel Consfruction Project.

® Temporary 4" @ gas pipeline diversion for construction of Indrapol Bridge in Patia Upazila under
'Cross Border Road Network Improvement Project (Bangladesh)' of the Department of Roads and
Highways.

® |nstallation of 2 valves of 4" diameter at Hafez Bazlur Rahman Road adjacent fo Kadalpur
Hamidia Madrasa of Raozan for the maintenance of distribution network.

® [n order fo solve the problem of low pressure gas in the Mehedibagh area of the city, along with
the existing 2" diameter distribution line in the Mehedibagh area. R. Establishment of inferconnection
with O.R. Nizam Road 3" diameter distribution line.

® Removal/Replacement/ Transfer of Gas Pipeline 2" diameter, 2400 meter of New Pipeline in the
Alignment of "Construction of Shah Amanat Bridge Link Road from Sirajuddaula Road -
Bakalia Access Road Project” implemented by CDA (from Asia Lane fo Syed Shah Road).

® Repair and elevation of 13 valve pits in distribution-north gas network and installation of 05 new
valves and construction of pits fo facilitate maintenance work of distribution network.

® TJemporarily Transfer of gas pipeline under canal / drain re-excavation, expansion, renovation
and development project to alleviate water logging in Chittagong city implemented by 34
Engineering Consfruction Brigade of Bangladesh Army. Permanent relocation of 4"@ distribution
gas pipeline under Halishahar Ariillery Bridge over Maheshkhal,Temporary relocation of 2"'@
distribution gas pipeline under Langipara bridge over Maheshkhali canal, 3" diameter 70 meters
at the infroductory intersection, 50 meters in 4"diameter in the color pool bridge, 50 meters in
diameter '2" 'in ShamserPara Bridge, 60 meters in diameter 4" in Pathaniagoda Bridge, 80 meters
in diameter '2' in Moulvipukur Par Bridge, 80 meters in 1" diameter at Shaheed Nawab Bayazid af
Shitaljharna Khal, Loharpool, 50 meters in diameter at 2" Mohammadpur Bridge, 80 meters in
diameter at 2" Hazirpool Bridge, 40 meters in diameter 2" at JangishahMazar Lane, 50 meter at
diameter 01 at Harishshah Road Temporary relocation of gas pipeline.

MAINTENANCE OF GAS TRANSMISSION PIPELINE

The company has 192 km high pressure gas pipelines in the affiliated area including 57 km
Chittagong ring-main pipeline with 16", 20" and 24" diameter, 18 km 20" diameter, Raozan
thermal power plant pipeline, 18 km KPM spur line with 8'diameter. Line, 10"56 km diameter
Semutang gas pipeline, 16" diameter 22 km Anwara-Shikalbaha thermal power
plant-KAFCO-CUFL pipeline and 16" diameter 21 km Baratakia-Mirsarai Economic Zone
pipeline.
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® Reinstatement/Protection work of exposed pipes at different places of Chittagong Ring Main
Pipeline, Raozan Thermal Power Station and KPM Spur Pipeline has been completed.

® FEviction activities are underway for various types of illegal installations that have developed on
the right of way of high pressure gas pipelines. Besides, eviction notices have been issued by the
district administration for eviction of 27 illegal establishments.

& | =Za B\ A R e

DEVELOPMENT AND MAINTENANCE OF THE CATHODIC PROTECTION SYSTEM
Gas is a highly combustible substance, which is supplied to different categories of consumers
through MS pipelines. In case of an accident due to gas leakage or due to erosion of the
pipeline, public safety can be severely disrupted along with extensive loss of life and
property. Therefore, cathodic profection system is an essential technical measure fo
prevent the corrsion of pipes for uninterrupted supply of gas with safety of life and property.
In this context, KGDCL's high pressure ring-main pipeline, Raozan thermal power pipeline,
KPM spur line, Semutang pipeline and other distribution pipelines have been set up at
various locations to maintain effective cathode system for safe gas transmission and
distribution, monitoring and development activities are ongoing. After reviewing the PSP
(Pipe to Soil Potential) reading data of the transmission and gas distribution pipeline, the
cathodic protection system is upgraded to an acceptable level by placing magnesium
anodes in the hazardous area (if any) as per the technical specifications. In addition, 24
TEG-enabled CP systems installed in different areas of KGDCL Gas Distribution Network
have been regularly inspected and the CP system has been kept operational round the
clock through necessary servicing and maintenance. On the other hand, the process of
installing new beds by identifying weak beds in CP stations is in progress. Work is also
underway fo set up new CP stations at the required places.

— —

HONORABLE SHAREHOLDERS

As you are aware, there has been a gas crisis in KGDCL affiliated areas for a long time.
LNG was imported by the decision of the government o meet the growing gas
demand of the country and the imported gas was supplied to KGDCL's distribution
network from 18 August, 2018. The company averaged 313.88 million cubic feet of
daily supply from the national grid, LNG and Semutang gas fields against the daily
demand of 500 million cubic feet of gas for different categories of customers in fiscal
year 2019-20. Due to the significant increase in gas supply, the fertilizer plants and
power plants which were closed for a long time due to lack of gas were able to go
into full production.
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MANPOWER, HUMAN RESOURCE DEVELOPMENT AND CUSTOMER SERVICE ACTIVITIES
MANPOWER

The existing organizational structure of the company has resources of 519 officers and
642 employees. In the fiscal year 2019-20, the company has 281 regular officers and 164
employees and 381 outsourcing and 15 manpower on daily basis. In this fiscal year 11
officers and 17 employees retired and 01 in service employee died. 02 officers engaged
in deputatfion were sent back to their original company. 01 officer was dismissed from
the job. 02 employee resigned from the job and 01 employee joined the company on
deputation from Titas Gas Transmission and Distribution Company Limited.

Manpower statement for fiscal year 2018-19 and 2019-20

2018-19 259 24 283 179 06 185 438 30 468

2019-20 255 2 281 458 06 164 413 32 445
TRAINING

In order to upgrade the company's manpower to skiled manpower through modern
and up-to-date fraining, regular training is provided fo the officers and employees on
various aspects related to technical, management, safe working environment and
improved customer service. In the fiscal year 2019-20, 458 officers and employees of
different levels have been imparted local fraining in the reputed fraining institutes of the

country and 64 officers have been sent for overseas training.
o § o2 / o =

ANNUAL PERFORMANCE AGREEMENT

The Annual Performance Agreement (APA) has been introduced under the Government
Performance Managment System (GPMS) intfroduced by the government to ensure quality
and quantitative performance measurement of officers and employees working in the
public sector. The Annual Performance Agreement was signed on 20-06-2019 for the fiscal
year 2019-20. The target of 97.75 percent of the contract has been achieved in this fiscal

year.
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RIGHT TO INFORMATION

As per Section 10 of the Right fo Informafion Act 2009, the names, fitles, addresses, phone
numbers and e-mail addresses of the officers in charge, alternate officers and appellate
officers of the company are published in the information window of KGDCL. According to
the Right to Information Act 2009, the 'application for information' submitted by an
individual/class in the fiscal year 2019-20 has been disposed of in a timely manner.
Self-motivated information disclosure guidelines have been prepared and published in the
information window as per the law. In order to update the said guidelines and to manage
the related activities smoothly, all the other information including self-motivated
information is being updated regularly in the information window of the company with the
help of all the divisions/departments in focal points and alternative focal points.

NATIONAL INTEGRITY STRATEGY

KGDCIL formulated the National Integrity Strategy Action Plan for the fiscal year 2019-20 as
part of the implementation of the National Integrity Strategy in the belief of building a
happy and prosperous Sonar Bangla free from hunger and poverty as per Vision-2021 and
Vision-2041.

Under the action plan, the company has published a list of best practices in the current
fiscal year to increase awareness among the officers and employees, various laws and
regulations related to employment, secretariat guidelines and iraining on various issues
related to good governance. Awareness of duty is created and efficiency is increased.
Meetings were held with the participation of various categories of customers,
stakeholders in various forums/associations to prevent illegal gas connections/use,
regular payment of gas bills, economical use of natural gas and raising awareness at
the consumer level about gas laws. At the meeting, the customer representatives
presented their suggestions and problems through direct discussions with the company
authorities. The fimely implementation of the decisions taken at the Stakeholder Meeting
to prevent wastage and efficient use of valuable gas resources creates awareness at
the customer level and enhances the quality of service at the company level.

—‘
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SOCIAL ACTIVITIES

In the fiscal year 2019-2020, a total amount of Tk. 49.75 lac has been disbursed from the
Corporate Social Responsibility (CSR) sector fo various educational/social/cultural/religious
institutions and treatment of persons suffering from complex diseases and distribution of
emergency food/relief items among poor people in different parfs of the country during the
Covid-19 global pandemic.

COMPLAINT REDRESSAL METHOD

The company has a committee and a focal point officer to deal with grievances written
and received through various means as per the Grievance Redress System-GRS
Guidelines-2015. The total number of complaints received from customers in the fiscal year
2019-20 is 239. Of these, 221 complaints have been settled and the remaining complaints
are in the process of being settled. The percentage of disposal of grievances for the fiscal
year 2019-2020 is 92.46%. Grievance Redressal System (GRS) service complain boxes are
regularly updated in the company's information window.

PRESERVING HEALTH, SAFETY AND ENVIRONMENTAL BALANCE
HEALTH

Health Care

The company has a confractual MBBS doctor and a frained medical assistant for the
purpose of providing healthcare to the officers, employees and their dependents. An
ambulance remains standby for service for 24/7 to carry patients to nearby hospital in an
emergency along with first aid kits fo meet the immediate need.

SECURITY

The company employs 25 security guards as well as 25 security personnel through
outsourcing to ensure round-the-clock security at various establishments. 38 outsourced
patrolmen are deployed to protect the safety of high pressure transmission pipelines. The
company has its own security guards and outsourced security personnel as well as 16 Ansar
(unarmed) members at the Fauzdarhat establishment. Security is ensured through
round-the-clock monitoring of the CCIV camera system installed at the company's head
office and Fauzdarhat facility. Fire extinguishers have been installed at various places to deal
with the immediate risk of fire. Fire extinguishers are regularly refilled. Operators and security
personnel have been given necessary training on fire extinguishers and fire drills have been
conducted. The company has 24 emergency gas control rooms with 24 hour operators to
deal with emergencies and any possible accidents.

In the fiscal year 2019-2020, data of fire accidents due to gas leakage of internal pipelines
were found in the yard of 60 household customers. The fire was extinguished by the company
immediately inspecting it and taking appropriate action.

ENVIRONMENT

With a view to protect the environment, all types of gas connections except domentic
customers are cleared by the Department of Environment. Plantation actfivities of different
species are in progress in the establishments of the company. To enhance the beauty of
the company's Fauzdarhat installation, various types of flower gardens have been planted
in the open space in front of the installation and small-scale gardens have been planted
in various open spaces around the installation. Every month a monthly report on the
environment from the company is sent to Petrobangla’s Environment and Safety Division

ANNUAL REPORT 2019-20
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CELEBRATING IMPORTANT NATIONAL DAYS

With due dignity and solemnity and in accordance with Governments guidelines the
company observes 21st February, Martyrs' Day and International Mother Language Day,
March 17 is the birth centenary of Father of the Nation Bangabandhu Sheikh Mujibur
Rahman and National Children’'s Day. March 26 is Great Independence and National Day,
April 14 Bengali New Year celebration, August 9 is National Energy Security Day, August 15 is
National Mourning Day, 12 Rabiul Awal Eid-e- Miladunnabi (S:), December 16 is Victory Day.

ACTIVITIES TAKEN ON THE OCCASION OF FATHER OF THE NATION BANGABANDHU SHEIKH
MUJIBUR RAHMAN'S BIRTH CENTENARY

A The company follows the Energy and Mineral Resources Divisions guidelines on
adopting / implementing / coordinating action plan fo
celebrate the birth centenary of Father of the Nalion Bangabandhu Sheikh Mujibur
Rahman (Mujib Year 2020-2021) with due dignity and respect. A commiftee was formed
in the company to maintain regular contact with Petrobangla and fo cany out the

-20
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V| Under the management of the committee, the birth centenary of the Father of the
Nation Bangabandhu Sheikh Mujibur Rahman was celebrated on 17 March 2020 in the
company with due respect and dignity.

A A countdown display panel was set up at the main enfrance of the main office to

mark the birth centenary.

4 The national flag was hoisted on March 17, 2020 at the beginning of the day.

A The Managing Director along with all the officers/employees of the company laid a
wreath at the porirait of Bangabandhu at 8:00 am.
4 On fhis occasion, a rally was taken out from the head office. All the

officers/employees of the company participated in the rally wearing badges, hats and
T-shirts with the logo of the year of Mujib. Bands with musical insfruments parficipated in
the rally and banner festoons were displayed and leaflets were distributed.

4 Pigeons and festoons were flown at 10:00 am and cakes were cut to celebrate
Bangabandhu's 100th birthday.
4 A documentary on Bangabandhu's confribution to the energy secfor and a

documentary on the life and ideals of Father of the Nation Bangabandhu were
broadcast/screened along with the speech on March 7.

A Smart Lighting is done in all KGDCL installations on 16th March and for the next 2
days.

A After Johar prayer Doamahfii and munajat were organized at the company's
mosque at Fauvzdarhat, the head office of KGDCL.

4 A discussion meeting was held at KGDCL head office at 2:00 pm. The program
broadcast by the National Committee for the Celebration of Bangabandhu's Birth
Centenary at 4:00 pm was shown on the LED screen.

4 Besides, on the occasion of Mujib Year-2020, Cleaning Day was announced and
implemented in the company under the program "Clean Village-Clean City". Besides,
files, envelopes and pads of the board meeting with the logo of Mujib Years were made
on the occasion of the birth anniversary.

NEOBR AGTRIOIA

At this stage, | would like to draw your attention to the welfare activities undertaken for
the officers and employees of the company. Under the welfare program of KGDCL, in
the fiscal year 2019-20, 88 officers and employees have been provided loans of Tk 17.47
crore in the areas of land purchase, house construction, motorcycle purchase,

extension and renovation of constructed house, house or flat purchase.
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The children of the officers and employees of the company were given a scholarship of Tk. 10.03
lakh in the fiscal year 2019-2020. Annual sports competitions and picnics have been held with the
participation of all levels of officers and employees of the company under the entertainment program.

COVID-19 EPIDEMIC SITUATION AND HEALTH RELATED ACTIVITIES

® Afthe enfrance of the head office, the tfemperature is checked by all the officers and employees
while entering the office by the infrared thermometer by the security.

® Disinfectant rugs are placed at the enitrance of the office and hand sanitizer is used.

® During corona pandemic period is said fo use limited use of lifts fo prevent expansion. Lifts in use is
disinfected every day.

® All officers and employees wear masks on their own initiative in compliance with health rules.

® All stairs, used office rooms, washrooms, doors and windows of the company’s head office and
other offices are regularly cleaned with disinfectant solutions.

® Service is ensured while maintaining physical distance in office work.

Customer service is provided online/mobile as much as possible.

QUICK RESPONSE TEAM

A quick response team was formed in the company for the overall cooperation of the officers/
employees affected by Covid-19. If any officer/employee of the company is infected with Corena
Virus (Covid-19), the Quick Response Team will contact his/her family and provide them with food,
medicine, efc. Till June 30, 2020, a tfotal of 03 coronavirus cases were found among the
officers/employees of the company and all of them recovered after treatment. To assist in the
service of the officers/employees affected by Covid, the company formed committee members
engaged in the service of profective equipment, various equipment and supplies, medicines, PPE,
gloves, masks, face shields, surgical caps, sanitizers, oximeters, nebulizer machines, safety glasses, efc.
Provided. In addition, during the lockdown, food items worth one million Taka were distributed
among the poor, destitute and helpless people from the company's CSR fund.

FUTURE ACTION PLAN

The government has taken steps to import LNG from abroad to meet the growing energy demand of
the country. The following steps will be faken in phases in the future to upgrade KGDCL's distribution
network to meet the needs of existing and future customers of imported R-LNG KGDCL:

4 In order to meet the future gas demand in Sitakunda and Mirsarai areas, a 20 km diameter 60 km
from Fauzdarhat fo Bariarhat along the Dhaka-Chittagong highway has been constructed.
Construction of distribution pipeline and connection with TBS fo be constructed by GTCL.

4 Installation of the remaining 5,40,000 Prepaid Gas Meters and related Web System
Modifications in the premises of residential customers of Chittagong and ifs adjoining areas
affiliated to the Company under GoB / KGDCL and its own funding / foreign aid.

4 Construction of a 77,923 sqft é storey office cum lab building with an area of 77,923 sgft at
KGDCL's office complex at Fauzdarhat, Chittagong and 1 two storey building with an area of
16,209 sq ft.

4 Construction of 24 "diameter x 350 PSIG pressure x 12 km gas pipeline parallel to the ring main
line from Fauzdarhat to Zero Point to separate customers from Raozan Power Station and
Nasirabad HP-DRS from existing ring main line to existing ring main line. Gas supply.

4 Demolition of existing B-type building in KGDCL Officers Quarter Complex in Chandgaon
residential area and construction of a 10 (ten) storey building on the spot.

4 Construction of 20-30 storey Mulii-Purpose Commercial building with an area of about 10,000
sq. Ft. On each floor with all types of modern facilities on the land purchased by KGDCL in
GEC area of Chittagong.

-20
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4 Construction of approximately 50 km gas distribution pipelines of 16", 12", 10", 8", 6 "and 4"
diameters to supply gas to customers in and around Chittagong on demand and 4 new
HP-DRSs and 10 on EPC basis. Installing new IP-DRS.

4 Constfruction of approximately 100 km gas distribution lines of 16 ", 12", 10", 8", é", 4" and 2
"diameters to supply gas to the customers of Chittagong city and its adjoining areas on
demand and Establishment of one HP-DRS and 03 IP-DRS en EPC basis.

4 In order to meet the increased gas demand in Patia and Boalkhali areas, 1 DRS with a capacity
of 30 million cubic feet per day has been installed in Mansartek and Juldha areas by extending
the pipeline from the ring-main line fo Mansartek at a pressure of 350 PSIG.

4 Establishment of an RMS with construction of 20-inch diameter pipeline from ring-main through
cold tapping to supply 50 million gas per day in the first phase at the 800 MW power plant
proposed by REB in Boalkhali area.

4 United Enterprise & Company Limited's 500 MW fo be built in Anwara. Installation of

suitable DRS and RMS along with construction of 350 PSIG line of 16 inch diameter from
existing 30 inch diameter line at Shahmirpur to supply 100 million cubic feet of gas daily at
Combined Cycle Power Plant and North part of Korean EPZ.

4 |In order to bring Maheshkhali and the fourist city of Cox's Bazar under the gas network, a gas
distribution pipeline from Maheshkhali to Cox's Bazar has been constructed with a capacity of
80 km gas distribution line with a diameter of 150" PSIG of 20" diameter and 20 km diameter
with HDD method. Construction of long Bakkhali, Maheshkhali canal crossings and installation
of 1 CGS, 3 HP-DRS and 7 IP-DRS on EPC basis.

4 In order to supply 40 MMSCFD gas to future industrial customers in Aziznagar, Lohagarh,
Satkania, Keranihat and adjoining areas, a TBS, an HP-DRS and an IP-DRS with a construction
of 10 inches from a 30-inch diameter transmission line of GTCL will be installed.

4 Periodically create a digital map of the company's entire distribution network.

HONORABLE SHAREHOLDERS,

In the present report, | have tried to give a brief overview of the overall activities of the company in
the fiscal year 2019-20. The success that the company has achieved in various fields in the past is due
to the overall cooperation of various government ministries, departments, stakeholders, business
community Pefrobangla and the hard work, efficiency, loyally, sincerity and dedication of the
officers and employees of all levels of the company. On behalf of the Board of directors, | would like
to express my sincere thanks to all concerned.

HONORABLE SHAREHOLDERS,

| again thank all those present for attending the 11th Annual General Meeting of Karnafuli Gas
Distribution Company Limited and for patiently listening fo me. At this stage, | am presenting the audit
report of the company for the fiscal year 2019-20 and the report of the management to the
esteemed shareholders for consideration and acceptance.

Finally, | wish Karnafuli Gas Distribution Company Limited continued prosperity and success. May
Allmighty Allah help us. Allah hafez.

ORI,

(Md.Anisur Rahman)

Chairman

Board of Directors

Karnafuli Gas Distribution Company Limited.
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Independent Auditor's Report
TO THE SHAREHOLDERS OF
KARNAPHULI GAS DISTRIBUTION COMPANY LIMITED

Report on the Audit of the Financial Statements

Qualified Opinion

We have audited the financial statements of Kamaphuli Gas Distribution Company Limited ("the
Company"), which comprise the Statement of Financial Position as at 30th June, 2020 and the
Statement of Profit or Loss and Other Comprehensive Income, Statement of Changes in Equity and
Statement of Cash Flows for the year then ended and Notes fo the Financial Statements, including a
summary of significant accounting policies.

In our opinion, except for the effects of the matter described in the Basis for Qudlified Opinion section
of our report, the accompanying financial statements present fairly, in all material respects, the
financial position of the company as af 30th June, 2020 and of its financial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards (IFRSs),
the Company Act 1994.

Basis for Qualified Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit
of the Financial Statements section of our report. We are independent of the company in
accordance with the International Ethics Standards Board for Accountants' Code of Ethics for
Professional Accountants (IESBA Code), together with ethical requirement that are relevant to our
audit of the financial statements in Bangladesh, and we have fulfilled our other ethical responsibilities
in accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

i. Impairment analysis for Property, Plant and Equipment to be done by management as per
paragrdph 9 of IAS 36 has not been completed as of balance sheet date as such no
impairment has been recognized in the financial statements.

ii. Valuations of Fixed Assets were done in the year 2010 at the time of taking over from
Bakhrabad Gas Systems Lid. As per IAS 16: paragraph 34 fixed assets ocught to be revalued at
fair price with-in 3 or 5 years. But the company failed to comply with such regulation.

ii. Party wise balance of Trade Receivable was not provided to us. During the discussion
meeting held on 7th October 2020 we requested the General Manager (Accounts) to provide
detfailed list of parties with full address. We were provided 23 parfies as available to us, fo
confirm their balance. Replies from those parties are yet to be received.

iv. The company has recognized gratuity (funded) in the financial statemenis which falls under
the category of "Defined benefits plan” of IAS 19, Employee Benefits. We were not provided
with any calculation done by management or actuary with regard to adequacy of the fund as
of balance sheet, as such; any short or excess provision cannot be ascertained and
incorporated in the financial statements. Moreover, the defined benefit plans have not been
measured and accounted for in accordance with para 57 of 1AS 19.

v. The company has recognized Property, Plant and Equipment in the financial statement at its
cost value instead of written down value and the accumulated depreciation were transferred
to Depreciation Fund. As per IAS 16: paragraph 29 the company is supposed to follow Cost
Model (paragraph 30) or Revaluation Model (paragraph 31) in presenting Property, Plant and

Equipment. But the company has failed to comply para 30 of 1AS Ié
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Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in the
audit of the financial statements of the current period. These matters were addressed in the context of
the audit of the financial statements as a whole, and in forming the auditor's opinion thereon, and we
do not provide a separate opinion on these matters. For each matter below, our description of how
our audit addressed the matter is provided in that context.

Key Audit Matter (KAM)

How our Audit Addressed the Key Audit Matter

Appropriateness of Revenue Recognition and Disclosures on the Impact of the Initial Application of IFRS 15

Revenue of BDT 33,921,904,308 is recognized in
the statement of profit or loss and other
comprehensive income for the year ended 30
June 2020 by the company. This material item is
subject to considerable inherent risk due to the
complexity of the system necessary for proper
recognition, measurement, and recording
considering the application of the new standard
on revenue recognition, International Financial
Reporting Standard 15 "Revenue from Contracts
with Customers". Therefore, there is a risk of
revenue being misstated as a result of fauilty
estimations over discounts, incentives, rebates
and exchange rates.

There is also a risk that revenue may be
overstated due to fraud through manipulation of
the invoices, discounts, incentives and rebates
recognized resuliing from the pressure local
management may feel to achieve performance
fargets.

In light of the fact that the high degree of
complexity and estimates and assumptions give
rise to an increased risk of accounfing
misstatements, we assessed the Company's
processes and controls for recognizing revenue
as part of our audit. Furthermore, in order fo
mifigate the inherent risk in this audit area, our
audit approach included testing of the confrols
and substantive audit procedures, including:

" Assessing the environment of the measurement
as well as other relevant systems supporting the
accounting of revenue.

" Assessing conftrols for systems and procedures
supporting revenue recognition.

" Assessing the invoicing and measurement
system up io entries in the general ledger.

" Examining customer invoices and receipts of
payment on a test basis in accordance with
coniract.

" Testing the revenue recognition in line with
confract and reporting standard.

Furthermore, we assessed the accounting
effects of new business and price models. We
assured ourselves of the appropriateness of the
systems, Processes, and Controls in place and
that the estimates and assumptions made by
management are sufficiently documented and
substantiated to ensure that revenue is properly
recognized.

See note # 2.20 and 29.00 to the financial statements.
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Valuation of Inventory

The company had inventory of BDT 694,843,497
as at 30th June, 2020, held in distribution centers,
warehouses and numerous branches.

Inventoties are caried at the lower of cost and
net redlizable value. As a result, the Directors
apply judgment in determining the appropriate
values for slow-moving or obsolete items.

We challenged the appropriateness of
management's  assumpfions applied in
calculating the value of the inventory provisions
by:

" Evaluating the design and implementation of
key inventory controls operating across the
company, including those at a sample of
distribution centers, warehouses and branches;

" Attending inventory counts and reconciling the
count results to the inventory listings to test the
completeness of data;

" Comparing the net redlizable value, obtained
through a detailed review of sales subsequent to
the year-end, to the cost price of a sample of
inventories and comparison fo the associated
provision to assess whether inventory provisions
are complete;

Challenging the completeness of inventory
provisions through assessing actual and forecast
sales of inventory lines to assess whether
provisions for slow-moving/obsolete inventories
are valid and complete.

See note # 2.17.0]1 and 7.00 to the financial statements

Recognition and measurement of deferred taxes

The company recognizes deferred taxes relating
to property, plant and equipment and provision
for bad and doubtful debt which are very
complex in nature

As such accounting for deferred taxes involves
management judgment in developing estimates
of tax exposures and contingencies in order fo
assess the adequacy of tax provision. Hence, we
consider this to be a significant key audit matter

Our audit procedures in this area included,
among others:

Assessed the design implementation and
operating efiectiveness of key confrols in
respect of the company's process of recognition
of deferred taxes.

Assessed the accuracy and completeness of
deferred tax; and

Evaluating the adequacy of the financial
statement disclosure, including disclosure of
assumptions, judgmenis and sensifiveness.

See note # 2.21.02 and 18.00, 47.00 to the financial statements
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Property, plant and equipment

The company has large amount and number of
Property, plant and equipment items. Due to
technological and time obsolescence the
impairment may exist.

Management has concluded that there is no
impairment in respect of all assefs. This
conclusion required significant management
judgment. Hence, we considered this to be a

Our audit procedures in this area included,
among others:

Assessing the consistency of methodologies
used for depreciating the assets.

Checking, on sample basis, the accuracy and
relevance of the accounting of Property, plant
and equipment by management; and

significant key audit matter.
For selected samples, performing physical
observation fo assess management's
determination on whether the equipment is
obsolete, and testing the assumptions used in
estimating recoverable amount, such as
estimated useful life and replacement cost.

See note # 2.13 and 4.00 to the financial statements

Other Matters
Financial statements of the company for the year ended June 30, 2019 have been audited by MRH
DEY & CO. (Chartered Accountants) who have given a unqualified opinion for that year.

Other Information included in the Company’s 2020 Annual Report

Other information consists of the information included in the Company's 2020 Annual Report other
than the financial statements and our auditor's report thereon. Management is responsible for the
other information. The Annual Report is expected to be made available to us after the date of issue of
this auditor's Repori.

Our opinion on the financial statements does not cover the other information and we do not and will
not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is fo read the ofher
information and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If, based on the work we have performed on the other information obtained prior fo the
date of the auditor's report, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRSs, the Company Act 1994, the Securities and Exchange Rules 1987 and other
applicable laws and regulations and for such internal control as management determines is necessary
to enable the preparation of financial siatements that are free from material misstatement, whether
due to fraud or error.

In preparing the financial statements, management is responsible for assessing the company’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
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the going concern basis of accounting unless management either infends to liquidate the company
or to cease operations, or has no redlistic alternative but to do so.

Those charged with govemance are responsible for overseeing the company's financial reporting
process.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

@ Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or eror, design and perform audit procedures responsive to those risks, and obfain
audit evidence that is sufficient and appropriate fo provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, infentional omissions, misrepresentations, or the
overmide of infernal conftrol.

@ Obtain an understanding of internal conirol relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the company's infernal control.

® Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

® Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to evenis or condifions that may cast significant doubt on the company's ability to
confinue as a going concem. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor's report to the related disclosures in the financial
statements or, if such disclosures are inadequate, fo modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor's report. However, future
events or conditions may cause the company to cease to continue as a going concern.

® Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
fransactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal conirol that we identify during our audit.

We dlso provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and fo communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the financial statements of the current period and are

therefore the key audit matiers. We describe these mafters in our auditor's regorf unless law or
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regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits of
such communication.

Report on Other Legal and Regulatory Requirements

In accordance with the Company Act 1924 and the Securities and Exchange Rules 1987, we also
repori the following:

a) we have obtained all the information and explanation which to the best of our knowledge and
belief were necessary for the purpose of our audit and made due verification thereof;

b) in our opinion, proper books of account as required by law have been kept by the company so far
as it appeared from our examination of those books;

c) the statement of financial position and statement of profit or loss and other comprehensive income
dealt with by the report are in agreement with the books of account; and

d) The expenditure incurred was for the purposes of the company business.

Place, Chattogram /ﬂ:%&;ﬂa&
¥l

November 01, 2020
SHAFIQ BASAK & CO.
Chartered Accountants
Signed by:
S. K. Basak, FCA
Partner
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Karnaphuli Gas Distribution Company Limited
(A Company of Petrobangla)
Statement of Financial Position
As at June 30, 2020
ASSETS
(Restated)
NON-CURRENT ASSETS:
Propenty, plant and equipoent 4.00 4.253537.674 4030912873
Cupital Work-in-progress .00 285,673,727 253.713.671
Loans to employees- Non-current portion 6.00 520.175.845 394,327,277
5.059,387,246 4,678,953.821
CURRENT ASSETS:
Loans to employees-Current portion 6.00 52.979.496 64.875.528
Inventories of stores and ather materials 7.00 694,843 497 519,131,972
Advances, deposits and prepayments 8.00 47,436,506 52,393,469
Other cuirent assets and investment 2.00 7.355.751.752 6,678.460.893
Trude receivable 10.00 7.611.041.239 6.039.165.336
Investment in FDR 1100 8.945.153.924 12,501.631,250
Cash and bank balances 12.00 3.945.448.260 1.941.843,891
Deposited lor energy security fund 13.00 - 2,000
28.652.694,674 27,797, 504,338
TOTAL ASSETS 33,712.081,920 32,476,458.159
SHARFHOLDERS' EQUITY & LIABILITIES
EQUITY:
Share capital 14.00 700 700
Retained earnings 15.00 16.929.525,697 15491912455
16,929.526,397 15491,913,155
NON-CURRENT LIABILITIES:
Customers” sceurity deposits 16.00 4,105,067.201 3717.142,932
Contractors' security deposits 17.00 11,620,000 11,620,000
Deferred rax liahilities 18.00 29,399,417 (104,550,353)
4.146,086,618 3,624,212,57Y
CURRENT LIABILITIES:
Accruals & provisions 19.00 1.005.544.782 1.086.328,364
cpreciation fund 20.00 1,443,104.207 1,188.376,674
Current account with BGDCL 21.00 (396.048.517) (395.856,493)
Inter-company current account 22.00 56.511.741 239,858,042
Other payahle 23.00 2.360,149,148 2,005,575.821
Tncome tax payable 24.00 (229.016,809) 33,145,136
4,240,244,552 5,157,427.544
Linbilities for Gas Supplied:
Liabilities for gas purchase 25.00 6.352,067,505 5,885,436,756
Liabilities for wansmission chai ges 26.00 305,740,259 478.943.619
Liabilities lor petrobangia murgin 27.00 1.136,929.362 1.316,139.960
Linbilitics lor energy security [und 28.00 601,487,227 522,384,546
8.396,224,353 $,202,904,881
Tatal current liahilities 12.636,468,903 13,360,332.426
TOTAL SHAREHOLDERS' EQUITY & LIABILITIES 33,712,081,920 32,476,458,159

"The annexed notes 1 o 47 torm an integral part of these Financial Statements,

; A
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COMPANY'S SECRETARY MANAGING DIRECTOR DIRECTOR
As per our annexed report of same date.
P \anr;? ém—f-'ét.’gﬂ;o
(SHAFIQ BASAK & CO.)
CHARTERED ACCOUNTANTS
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Karnaphuli Gas Distribution Company Limited

(A Company of Petrobangla)

Statement of Profit or Loss and Other Comprehensive Income

As at June 30, 2020

TAKA TAKA
30.06.2020 30.06.2019

Sales Revenue 29.00
Other Operating Income 30.00
Total Revenue
Cost of sales:
Gas purchase (LNG, I0C Net & NG Including VAT) 31.00
Contribution for BAPEX margin 32.00
Deficit Fund for BAPEX wellhead margin 33.00
Transmission charge - inter-company 34.00
Price deficit fund margin 35.00
Gas development fund 36.00
Energy security fund 37.00
Support for Shortfall 38.00
RPGCL Operational Charge 39.00
Petrobangla charge 40.00
Gross profit
Operating expenses 41.00
Depreciation expenses 42.00
Petrobangla's service charge 43.00
Bad and doubtful debts expense 44.00
Operating profit
Other Nan-operational Income 45.00
Financial Gain 46.00
Net profit before contribution to Beneficiaries’ profit participation fund
Less: Contribution to Beneficiaries' profit participation fund
Profit before tax
Less: Income tax expense
Current tax expense 47.00
Deferred tax (income) / expense 47.00

Net profit after tax for the year
Add: Other comprehensive income
Total comprehensive income for the year

The annexed notes 1 to 47 form an integral part of these Financial Statements.

' ;"r":""‘ .
P = i
— ‘

COMPANY'S SECRETARY MANAGING DIRECTOR
As per our annexed repart of same date,

e L

3

“ :’ff\.—a ; fg-vmgiﬁa

(SHAFIQ BASAK & CQO.)
CHARTERED ACCOUNTANTS

33,921,904,308
720,029,722

28,319,453,524
122,757,753

34,641,934,030

28,442,211,277

24,961,544,669 16,406,750,616
- 4,040,308
- 4,588,461
1,365,862,346 1,207,154,783
- 80,863,842
1,145,710,344 1,348,332,354
1,266,428,142 1,753.633,673
- 673,601,599
157,514,709 441,268,967
178,851,678 147,842,787
25,075,911,888 22,068,077,389
5,566,022,142 6,374,133,888
1,048,772,498 1,111,886,998
176,494,088 145,969,070
(48,409,000) 60,000,000
(418,481,969) 134,341,821
758,375,617 1,452,197,889
4,807,646,525 4,921,936,000
337,471,719 180,855,753
808,678,540 878,924,304
1,146,150,259 1,059,780,057
5,953,796,784 5,981,716,057
297,689,839 299,085,803
5,656,106,945 5,682,630,254
1,899,184,785 2,075,266,307
133,949,770 (44,120,412)
2,033,134,555 2,031,145,895
3,622,972,390 3,651,484,359
3,622,972,390 3,651,484,359
A/
{ ﬁﬁi}{—!\r&
DIRECTOR
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Karnaphuli Gas Distribution Company Limited
(A Company cf Petrobangla)

Statement of Changes in Equity
For the year ended June 30, 2020

Share | Depreciation | Retained Total

Capital Fund Earnings Equity
Balanceasat 01.07. 2019 (Restated) 700 - 15,491,912455  15,491,913,155
Net profit after tax for the year . - 3,622,972,390 3,622,972,390
Transfer to Petrobangla against KAFCO additional bill (710,149,148) (710,149,148)
Dividend paid for the year - (1.475.210,000)  (1.,475,210,000)
Balance as at 30.06. 2020 700 5 16,829,525697  16,929,526,396

For the year ended June 30,2019
Share Depreciation Retained Total

Capital Fund Earnings Equity
Balanceasat 01.07.2018 700 905,031,461  12,933,850,110  13,838,882,271
Net profit after tax for the year - - 3651,484,359 3,651,484,359
Add: Prior Year Adjustment-Correction of error = = 1,972,015 1972,015
Transferred to depreciation fund 145,969,070 (145,969,070) -
Transfer to Petrobangla against KAFCO additional bill . (660,425,490 (660,425,490
Dividend paid for the year = " {1,340,000,000)  (1,340,000,000)
Balanceasat 30.06. 2019 700 1,051,000,531 14,440,911,924  15,491,913,155
Restatement (Transfer ta retained earnings) (1,051,000,531) 1,051,000,531
Restated Balance as at 30.06.2019 700 - 15491,912455  15491913,155

oy 5 /
) A ‘
5@*‘ . o ft f { %@U{m(
COMPANY'S SECRETARY MANAGING DIRECTOR DIRECTOR

As per our annexed report of same date,

(SHAFIQ BASAK & CO))
CHARTERED ACCOUNTANTS
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Karnaphuli Gas Distribution Company Limited
(A Company of Petrobangla)
Statement of Cash Flows
As al June 30, 2020

TAKA TAKA

30.06.2020 30.06.2019
A. Cash flows from Operating Activities:
Receipts from Customers and others 33,407,529.846 27.987.014.086
Paid wo Supplicrs against Purchase of Gas and others (32,218,210,902) (26.310,905,309)
Income tax paid (2,161,346,730) (2.143,652.111)
Net cash (used)/from Operating Activities (972,027,787) (467,543,334)
B. Cash flows from Investing Activities :
Capiral Expenditure (302,199.980) (375,853,348)
Investment in FDR 3.556,477.326 370.566.835
Deposit For Energy Security Fund 2.000 1,314,618.215
Net cash provided/(used) by investing activities 3,254,279,346 1,309.331,702
C. Cash flows from Financing Activities :
Customers' sceurity deposits 387,924,269 380,621.118
Contractors' securily deposils - (75.000)
Financial income 808,678,540 =
Interim dividend puid (1,475,210,000) (1.340,000.,000)
Net cash provided/(used) by financing activities (278,607,191) (959,453,882)
D. Net Increase/(decrease) in Cash & Cash Equivalent (A+B+C) 2,003,644,368 (117,665,514)
E. Opening Cash and Cash Equivalents 1,941,843,891 2,059,509,405
F. Closing Cash and Cash Equivalents (D+E) 3,945,488,259 1,941.843,891

As per our annexed report of same date.

N

(SHAFIQ BASAK & CO.)
CHARTERED ACCOUNTANTS
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Budget Vs Achivement in the year 2019-20

Gas Sales (Taka in Crore)
Category Budget Achivement
Power 53355 503.58
Fertilizer 660.84 591.83
Industry 44].88 471.51
Capfive Power 608.39 652.29
Commercial: H&R 77.40 71.78
Commercial: S&C - -
Tea Estate 0.99 0.63
CNG 478.97 432.54
Domestic 616.56 668.03
Total 3,418.58 3,392.1¢9

Budget Vs Achivement of Gas Sales in the year 2019-20
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Gas Purchase (Taka in Crore)

Category Budget Achivement
Power 397.59 370.82
Fertilizer 218:83 177.82
Industry 374.35 387.67
Captive Power 525.45 546.91
Commercial : H & B 68.57 62.83
Tea Estate 0.84 0.53
CNG 429 92 383.41
Domestic 529.09 566.16
Total 2,544.64 2,496.15
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Budget Vs Achivement of Gas Purchases During the FY 2019-20
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Category wise Gas Purchase & Sales During the FY 201%-20

(MMCM)

Category Purchase Sales
Power 1,120.32 1,131.63
Fertilizer 537.24 543.69
Industry 435.45 439.84
Captive Power 466.30 471.81
‘Commercial 30.89 31.17
Tea Estate 0.58 0.59
CNG 122.26 123.55
Domestic 524.47 530.18
Total 3,237.51 3,272.46
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Categorywise Volume of Gas Sales 2019-20
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PUBLICATION
COMMI

Convener
Mohd. Firoz Khan

EE

Member
Engr. Md. Sarwar Hossain

Member
Engr. Md. Aminur Rahman

Member
Mohammad Nurul Absar Sikder

Member
Praddut Kumar Saha

Member
Engr. Anupam Datta

Member Secretary
Mir Mohammed Shafiul Alam

Member
Md. Belal Uddin

Member
Md. Kutubur Rahman

Member
Kazi Ariful Islam

Member
Md. Bahar Uddin

General Manager
(Administration)

General Manager
(Engineering Services)

General Manager (Marketing South) &
President, Karnaphuli Gas Officers’ Welfare Association

Company Secretary
(Public Relation & Co-ordination)

General Manager
(Accounts)

Deputy General Manager
(Distribution North)

Manager
(Public Relation)

Manager (Co-Ordination) &
General Secretary, Kamaphuli Gas Officers” Wellare Association

Assistant Officer
(Public Relation)

Surveyor &
Organizing Secretary, CBA

Technician &
Office Secretary, CBA
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Head Office :
1 031-656147, 031-656175, 031-652702
: 031-656239

Phone
Fax
Hotline

Dhaka Office :
: 02-8189752, 02-8189033
: 02-8189200

: www.kgdcl.gov.bd

Phone
Fax
Web

137/A, CDA Avenue, Sholashahar, Chattogram.

Petrobangia, Petro Centre (13ih Foor), 3 Karwan Bazar C/A, Dhaka.




