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Fem o wE PRy Dated: 1* January, 2009

Kuldeep Goyal

Chairman & Managing Director

Sub: Grant of Productivity Linked Incentive (PLI) to the executives in BSNL

At present, the productivity linked incentive (PLI) is being given to the
executives and non-executives based on the performance of the Company as a whole on
its MOU rating. ~ As per recent guidelines of DPE  issued under letter No. 2(70)/08-
DPE (WC) dated 26™ November, 2008, the performance linked incentive shall now be
payable to the executives in the form of performance related pay (PRP) which would be
based on physical and financial performance and will come out of profits of the BSNL.
Accordingly 60% of the PRP can be given with the ceiling of 3% of profit before tax
(PBT) and 40% of PRP will come from 10% of incremental profit. Incremental profit
would mean the increase in profit as compared to previous year’s profit. The total PRP,
however, will be limited to 5% of the year’s PBT.

2. In order to motivate the individual executives and to reward those executives who
have made significant contribution towards the Company’s performance, the PLI shall
be worked out to the executives based on the following criteria:

i) Company’s performance on physical and ﬁx{ancial terms
ii) Performance of the Unit (8SA/Circles)
iii) Individual performance

3. While rating the performance of the individuals, a “Bell curve - approach™ in
grading the officer shall be followed for the current financial year so that not more than
10-15% executives are given outstanding /excellent grading in their ACRs Similarly
10% of the executives should be graded ‘as below par’.

4. The performance of the Company and the Unit shall be evaluated based on the
Physical & financial performance as per the Balanced Business Scorecard for the year
under review.

S. It is requested that all the executives under your control are apprised of the above
instructions and they are motivated to give their best towards achieving the overall targets
of the Company.

(Kuldeep Go;

All CGMs
All PGMs/GM:s, Corporate Office

Copy to Directors (HRD)Y(C&M)/(Plg.&NS)/(O)/(Finance)
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