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Given below is an extract of Item No.(07) of the Minutes of the Cabinet Meeting held on
2023-01-09,

Item No.(07)

Cabinet Paper No.23/0010/621/002, a Joint Memorandum dated 2023-01-02 by the Minister of
Finance, Economic Stabilization and National Policies; and the Minister of Power and Energy
on "Proposal for the Revision of Electricity Tariff in the year 2023" - the above
Memorandum was considered by the Cabinet alang with the following, at this meeting:

I a joint Note to the Cabinet on the same subject dated 2023-01-09
numbered as CP No.23/0046/621/002-1 submitted by the Minister of
Finance, Economic Stabilization and National Policies; and the Minister
of Power and Energy; and

(II)  the further clarifications made by the Minister of Power and Energy on
the recommendations in the above Memorandum dated 2023-01-02 and
stating that the joint Note to the Cabinet referred to at (I) above has been
submitted after having discussions with the Director General of the Public
Utilities  Commission of Sri Lanka (PUCSL) and other relevant
authorities, -

After discussion, the Cabinet observed -

(1)  that, due to the constraints in the available fiscal space, the General
Treasury is not in a position to provide funds to the Ceylon Electricity
Board (CEB) to cover its losses or grant concessions/reliefs to the
electricity consumers; and
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(ii)  that, there is no alterative, other than increasing the electricity tariff
to cover at least the cost incurred by the CEB for the supply of
electricity while minimizing the impact caused to the electricity
consumers as much as possible, in order to ensure an uninterrupted
supply of electricity in the country.

After further discussion, it was decided -

(a)  to grant approval to amend the existing General Policy Guidelines by
replacing the Clauses 10, 11, 12 and 13, with the Clauses as indicated
in Annex-01 to the Memorandum dated 2023-01-02 and the remaining
Clauses of the General Policy Guidelines to be numbered accordingly;

(b)  to request the Public Utilities Commission of Sri Lankj -

(i) to take necessary action by 2023-02-15 following the relevant
procedure, to implement the proposed electricity tariff revision
as indicated in Annex-03 to the Memorandum dated
2023-01-02 with effect from 2023-01-01, subject to adjusting
any difference between the proposed tariff and the tariff to be
decided by the PUCSL, through subsequent electricity bills of
consumers;

(i)  to permit the CEB to implement the proposed electricity tariff
revision as indicated in Annex-03 to the Memorandum dated
2023-01-02 with effect from 2023-01-01, as an interim
measure until the PUCSL takes a decision as per (b)(i) above;
and

(i) to take action to review, update and revise the electricity tariff
biannually in future in terms of the revised General Policy
Guidelines as per the decision at (a) above.

It was also decided to treat this decision as confirmed and to authorize the Secretary to the
Cabinet of Ministers to convey the same to the relevant authorities for necessary action
accordingly.

Action by: My/Finance, Economic Stabilization and National Policies - copy each of
the relevant documents annexed.
My/Power and Energy ,
Chairman, Public Utilities Commission of Sri Lanka - copy each of the
relevant documents annexed.
Chairman, Ceylon Electricity Board - copy each of the relevant
documents annexed.

Copied to:  Secretary to the President - copy each of the relevant documents annexed.
Attorney General - copy each of the relevant documents annexed.
Secretary to the Prime Minister - copy each of the relevant documents
annexed.

Governor of the Central Bank of Sri Lanka - copy each of the relevant

r documents annexed,

2

W.M.D..X Fernando
Secretary to the Cabinet of Ministers
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Note to the Cabinet

National Policies and by the Minister of Power and Energy. In the said Cabinet Memo,
it was proposed to revise the existing electricity tarifls effective as of the 1% of January
2023, ‘

subsidies have been Proposed. Based on the general policy guidelines to be amended
by the Cabinet of Ministers, the revision of electricity tariffs which had been annexed
to the said Cabinet Memo No. MOPE/SEC/COM/2022 dated 2023-01-02, has already
been submitted to the Publjc Utilities Commissions of Sri Lanka (PUCSL) by the
Ceylon Electricity Board (CEB).

The tariff revision proposed in the said Cabinet Memorandum stands as an interim
measure until the electricity tariffs to be revised on the decision of the PUCSL is taken
having gone through its procedure by the 15% of February 2023, Ay that time, any
difference between the tariffs being agreed today by the Cabinet of Ministers and the
tariffs to be decided by the PUCSL, will be adjusted accordingly in the subsequent

_ electricity bills, This procedure will be adopted for allowing any interested party

including sector experts on energy and finance to reflect their views on the said tariff
adjustments, :

Rl b,

——

Ranil Wiekremesinghe Kanchana Wijesekera M.P.)

Minister of Finance, Economic Stabilization Minister of Power and Energy

and National Policies
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Cahinet Paper No. 74/2022/PE
Cabinet Memorandum

Proposal for the Revision of Electricity Tariff 2023
01. Background

As per the provisions stipulated in Section 5 of the Sri Lanka Electricity Act (SLEA) No. 20 of 2009,
the Minister in charge of the subject of “Electricity" shall have the powers to formulate General
Policy Guidelines in respect of the Electricity Industry. Accordingly, the Cabinet of Ministers at its
meeting held on 01.11.2021 has granted approval to revise the General Policy Guidelines
incorporating the new policies introduced at that time by the Government. The General Policy
Guidelines approved by the Cabinet of Ministers has been issued on 06.01.2022 by the then
Ministry of Power addressed to the Ceylon Electricity Board (CEB) and Public Utilities Commission
of Sri Lanka (PUCSL). Clause 10 of the said General Policy Guidelines on the Electricity Industry,
states that the tariff chargeable by the relevant licensees should reflect the costs reasonably
associated with delivering the services.

02. Justification

The Cabinet of Ministers at its meeting held on 21,11.2022 granted its approval to revise the
existing General Policy Guidelines issued by the then Ministry of Power in 2021 with additional
policy directives referred in the Cabinet Memorandum dated 21.11.2022 jointly submitted by the
Minister of Finance, Economic Stabilization and National Policies and Minister of Power and Energy
considering the legal opinions issued by the Attorney General dated on 26.07.2022 and on
04.11.2022 (Copies attached). Accordingly, the policy directives in terms of changes to the fuel
price, technology improvements, variation of the cost of spare parts, subsidy policy, effective tariff
period, impact on tariff due to structural reforms and regional electricity market should be
adequately addressed in it when determining the electricity tariff. in that regard, this Ministry drafted
amendments to the existing General Policy Guidelines in reference to price and tariff determination,
and the same is attached hereto as Annex - 1.

As per the provisions stipulated in' Section 30 of SLEA, and being consistent with the General
Policy Guidelines, CEB being a distribution licensee has requested the Public Utiities Commission
of Sri Lanka a price revision on 04.03.2022 on a cost-reflective basis. Accordingly, the PUCSL has
granted its approval for the licensees to increase the electricity tariff with effect from 10.08.2022.
However, it was revealed that the revenue generated under the new tariff is not adequate to meet
even the direct generation costs, apart from other corporate and overhead costs. Most importantly,

Page No. 01/ 03
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CEB is facing a huge challenge to generate sufficient cash flows o procure coal to cater to the
countr.‘ys targest baseload power plant at Norochcholai and also to procure fuel and other essential
materials to provide continuous pawer supply to the country.

In the absence of a cost recovery tariff since 2014, CEB has been continuously recording net
financial losses annually. In this circumstance, it has been impossible to settle outstanding
payments to Independent Power Producers (IPP), Non-Conventional Renewable Energy (NCRE)
producers, and Local/Foreign material suppliers. Moreaver, this situation has badly affected CPC
as it has become a burden to State Banks impacting the importing of fuel needed for CEB. This
chain effect is solely because of the inadequate revenue generation in CEB. Therefore, it is
imperative to recover CEB from its debt-ridden state by making a financially independent
organization. Even at the current tariff level, CEB is expected to incur a loss of approximately 287
Bn LKR excluding other income in 2023 under the scenario given below. The actual status of the
CEB debts as of 31.10.2022 is 651.9 Bn. LKR (Table 1, Annex - 02).

Accordingly, the CEB has proposed another tariff revision (Annex - 03) based on the estimated
expenditure of CEB for the year 2023 and in compliance with the General Palicy Guidefines
referred to above. Further, as per the Cabinet Paper dated 21.11.2022, the proposed tariff is
formulated under the basis of no gavernment subsidies and without intentional power cuts for 2023.
The annual required total generation units are estimated as 16,520 GWh in 2023 without intentional
power cuts. In view of the national economic requirements, cross-subsidies shall be maintained to
. the industrial sector and any identified tariff category as per the General Policy Guidelines until the
year 2025,

The estima‘ed revenue of CEB under the current and proposed tariff is summarized in the following
table.

E Present Tariff with effect from 10t August 2022 Proposed Tariff
ok Avg Estimated Avg > Est
oas | Seling | Annual | Selling e Aol | A celing | i)

price 2022 | Rev.2022 | price 2023 : P Rev.
GWh LKR/KWh |.KRMn LKR/KWh LKRMn LKR/AWh | LKRMn

14,920 21,07 300,420 29.14 455,699 -48.74 727,212 |

The direct generation cost under the proposed tariff is 86% of the revenue collected and therefore a
major portion of revenue collection will contribute towards covering the direct generation costs,
which is unavoidable. However, the Ministry is taking concerted action to reduce corporate and
overhead costs of the CEB.

It is to be noted that the electricity demand growth rate has a direct correlation with the growth rate
of the country's economy. If the GDP growth rate is dropped by 4%, the electricity growth rate may
follow the same pattern, and the required generation units for the year 2023 could be reduced to
16,500 GWh approximately. In such a case 36 Bn LKR cost reduction is envisioned and the
required tariff increase would be marginally less and Government can decide on which tariff
categories are to be benefited from the cost reduction.

Page No. 02 /03
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03. Recommendations
In considering above, the approval of the Cabinet of Ministers is sought to;

a. amend the existing General Policy Guidelines by replacing the Clauses 10, 11,12 and 13 with

the Clauses as indicated in Annex - 01, and the remaining Clauses of the Palicy Guideline to
be numbered accordingly,

b. inform the Public Utilities Commission of Sri Lanka fo implement the electricity tariff

proposals as indicated in Annex - 03 in accordance with the revised General Policy
Guidelines, and

¢. inform the Public Utilities Commission of Sri Lanka to review, update and revise the tariff
biannually as per the revised General Policy Guidelines hereto.

Rl |,

Ranil Mckmmegiggheﬂ KanchandWijesekera (M. P.)
Minister of Finance, Economic Stabilization Minister of Power & Energy
and National Policies o2 01.2023

a2 01.2023

Page No. 03/93
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Annexure 01

/;MENDMENT TO THE GENERAL POLICY GUIDELINES FOR THE ELECTRICITY INDUSTRY
022

Tariff period

10.  Costs and prices of electricity supply will be reviewed at least once in six months (the tariff
pericd), targeting a fixed date preferably 01st January and July of each year to make
revisions to consumer prices every year. Elements of costs, such as generation,
transmission, and distribution costs, shall also be reviewed once a year and in times of high
inflation and variations in generation cost due to changes in ail price, exchange rate, and
rainfall, with the approval of the Cabinet of Ministers, the ministry will request the Public

Utilities Commission of Sri Lanka (PUSCL) and licensees to sharten the duration of the tariff
period.

11, PUCSL shall immediately publish in each year fixed dates, on which the reviewed electricity
tariffs be effective in each year. Such dates will remain fixed throughout the period until 2030.
Licensees shall submit their costs and. prices for approval, well in advance of such date, on a
schedule published by PCUSL.

Aggregate Revenue Requirement of Transmission & Distribution Licensees

12. The transmission licensee is expected to submit the actual cost of power purchase incurred
in the preceding tariff period within 30 days of the end of the tariff period and the projected
power purchase cost for the next tariff period before 30 days of the start of the tariff period to
PUSCL. PUSCL is expected to verify the published power purchase cost and determine the
power purchase cost to be allowed to the transmission licensee within 15 days of the receipt
of the power purchase cost date from the transmission licensee.

3. The transmission and distribution licensees will submit to PUCSL in every year the cost
incurred on maintaining the transmission and distribution network and services including the
overhead and financing costs in the preceding year and the projected expenses for the
subsequent year by March 31t of each year, Based on the power purchase cost data and
transmission and distribution cost data submitted by the licensees, PUCSL will determine the
aggregate revenue requirement of each licensee by April 30" of each year. However, in
considering the national importance, if the Cabinet of Ministers grants special approval for a
revision of price and tariff based on a transmission and distribution cost, then PUCSL shall
take immediate action to effectuate such a decision. '

14. A revised methodology to determine allowed aggregate revenue requirement for each
transmission and distribution licensee for each tariff period shall be prepared, published, and
implemented by the PUCSL, by the end of 2022. To ensure that allowed revenues reflect
efficient costs, each transmission and distribution licensee shall define and monitor key
performance indices and submit the targets (including references to those for other regional
and international electricity utilities) with progressive improvement of efficiency and
achievements with each submission of revenue requirements.
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If the transmission and distribution cost allowed for a tariff period is exceeded, such amount
shall not be compensated unless justifiable reasons are presented. The PUSCL shall
cqn.duct a study via an expert independent body in consultation with licensees to set the
minimum efficiency levels to be met by each. licensee and in the event of the licensee is not

meeting the stipulated efficiency standards, the aggregate revenue requirement will be
calculated at the stipulated minimum efficiency level,

Cost of supply to each consumer category and cost-reflective tariffs

16.

17.

18.

20,

21,

22.

23,

By the end of 2022, PUCSL shall publish a methodology to determine consumer tariffs
taking into consideration of the policy guidelines.

Taking into account the allowed aggregate revenue requirement including electricity
purchase prices, forecast customer numbers and sales, based on the assumption that the
electricity is supplied to the consumers without interruption throughout the year, a
comprehensive cost of supply for each type and category of customer shall be calculated and
presented for each tariff period.

For consumers availing of smart meters, capable of recording the electricity consumption at
different time blocks, the cost of supply shall be calcutated for identified time blocks based on
a methodology to be published by PUCSL.

The consumer tariffs shall he set at a level reflecting the cost of supply calculated for each
consumer category. However, the PUSCL shall consult the Ministry of Power and energy in
determining the subsidized tariffs targeting fow-income groups.

PUSCL shall consult with Ministry of Power and Energy and Ministry of Finance regarding
the socially acceptable levels of life line tariffs for low-income consumers and the amount of
fiscal subsidies and cross subsidies to be provided by other consumer categories to cover
the cast of supply and affordable tariff by low-income consumers. (Cross subsidy must be
eliminated gradually preferably in few tariff cycles)

The cross subsidy to be provided by a particular consumer category to the low-income
groups shall be limited to 15% of the cost of supply of the consumer category providing the
subsidy to maintain the principle of cost-reflective tariffs.

PUCSL shall publish a road map to simplify customer tariffs by merging tariff blocks,
removing volume-differentiated tariffs in the household, industrial and general-purpose tariffs,
and removing types of customers with unclear definitions, to achieve simplicity and to align
with international best practices in metering and pricing by 2025, PUCSL shall ensure such
structural reforms to customer tariffs are implemented.

Commercial enterprises such as banks, financial institutions, capital investment entities, and
real estate entities, shall not be granted any subsidy and shall be charged with at least the
actual cost of supply of electricity.

#7807 PO

-
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Subsidies

24, No government subsidies are provided for the electricity industry in the future. However, the
utilities may follow the cross-subsidy policy to facilitate the low-income group and industrial
consumers.

25.  To ensure transparency in billing and managing subsidies, the cost of supply to a customer,
the actual charge under the published tariff, and the subsidy provided to (or surcharge
imposed on) the consumer shall be printed on the hill (or provided clearly using digital media
in case of electronic billing), commencing from 2023.

26.  Possibility shall be explored to provide subsidies to the hotel industry by offsetting the taxes
already levied on the hotel industry.

Interim provision of pricing tariff for 1¢ half of 2023

27. I line with the revised policy guidelines, the price and tariff for the year 2023 first half shall
be implemented from the 15t of January 2023 as attached in Annex - 03.

Market and pricing reforms

28.  The Ministry of Power and Energy will commence further actions on reforms in the electricity

industry, including (i) provision of wheeling faciliies by distribution and transmission

e licensees, (i) open access for smaller producers to sell to distribution or transmission
licensees, and (jii) establishing a market for power trade.

29. The reforms will exclude all types of subsidies from 2025 onward, where any subsidies 10
deserving consumer groups will be provided direct, outside the electricity pricing and billing
process.

.Unbundling and structural reforms

. 30. . The unbundling process of Ceylon Electricity Board (CEB) in accordance shall be completed
by 31st March 2024, establishing financial independence of all licensed entities in the
electricity industry. For this purpose, all assets and liabilities shall be allocated to the
respective licensee entity in the filing for costs for 2023.

31.  The present invoicing for sales from generation to transmission and transmission to
distribution will be converted to actual transactions from 2023 onward. End-use consumer
payments shall be made to separate accounts maintained by each licensee selling electricity
to the respective consumer.

32, Each independent licensee shall provide their regulatory accounts and publish their financial
accounts from 2022 onward, with responsibility for financial well-being assigned to the
respective Chief Executive Officer of each licensed entity.
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Annexure 02

Table 01: Qutstanding payables owed to external parties by CEB as at October 31, 2022

Major Creditors Rs.Mn
CPC - Payables 52,193
- Delayed Interest 4,576
IPP - Payables including Delay Int 77274
NCRE 36,534
Total - Major Creditors 170,578
Short-term Payables ) Rs.Mn
Settlements for Coal purchases 7,500
LCs - 1.C & 1T payments -~ OQuistanding 1,484
I.Cs yet to be opened 6,810
Solar Rooftop Payables 2,956
Local Supplier Payables 6,146
CMEC « LVPP - O&M expense - P 6,2722:1
Repayment of Loans 5,500
Total - Short term Payables 36,675
Term Loans to finanee Warking Capital Rs.Mn
Peoples-Bank 70,674
| NSB 5625
NSR+Sampath+Seylan 4,120
BT, 16998
| Seylon Bank 1,704 |
NTB — 2,766
‘Peoples Bank Overdratt 26,905
Total - Term Loans 128,791
-g:::‘i:nnrt:{.:a;ecurcd Listed Redeemable Rated 20,000
Project Loans Rs.Mn
Treasury Sub Loans 232,734
_E;;adland_}{_ydro Power Project (HNB) =n 675
mn_ﬂa_nd k}‘-iydro Power Project (Peoples Bank) 4231
Broadiand Hydro Pow:_:r Praject (ICB) . 4,298
_Asian Bzvelopmem Bu:lk 53,957
Total - Project Loans 295,892

TR S

: AR SR S RN X
ral L guns & Major Payahles
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Table 02: Cumulative debt burdened on CEB from 2016 t02022

#7a07 PLO4

2016- | 2017- | 2018- | 2019- | 2020- 1
YERI Restated| Restated [Restated|Restated| Restated 2021 2022 Oct Arffumulated TOta‘l

|

Deficit
(BLKR) 1446 | 4758 | 31.94 | 94.42 | 6916 [21.96| 112.96 347.89
Table 03: Estimated Expenditure of CEB Vs, revenue under existing tariff for 2022
Biscintioh CER Budget Estimate 2022
Sseip (Revised in end September 2022)
Estimated Expenditure (Rs. Mn.) 463,394
Estimated Income from Electricity Sales (Rs. Mn.) 300,420
Surplus/ (deficit) (Rs. Mn.) (151,837)
| Surplus/ (deficit) as a % of Rev. (51%)
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Annex - 03
xisting and Propo icity Tari
Existing and Proposed Electricity Tariff | Budgat Scenério P’
EXISTING TARIFF TARIFF PROPQSAL 2023
EFFECTIVE FROM IO T-08-10 [All Categorias except Hotel eV Ch.)
[for cach 30 - day bllling period} 2022-08-10 (50% of increase for Hotel catagory)
2022-11-10 {Remaining 50% increasa for Hatels) 2022-01-01
2022-10-071 (EV Charging at CER Ch. Stations)
DOMESTIC
T RNENRY G
(R:f"jk‘z;'f‘ Fixad Charge (Rs./mth) | Energy Charge (Rs./kWh) | Fixed Charge (Rs./mth)
Tomamption 0 - GOKWH per menth
Block1: 0- 20 kWh §.00 120.00 30.00 400.00
Block 2: 21 - 60 kWh 10.00 240.60 37.00 520.00
5] ave £
Block 1 : 0 —60 KWh 16.00 N/A
Block 2 : 61~ 90 kWh 16.00 330.00 42.00 §ER 00
Block 2 : 91— 120 kWh 50,00 960,00
Block 4 : 121 — 180 kWh 50.00 960.00 5000 s
Block 5; 181 kWh and above 75.00 1,500.00 75.00 2,000.00
plional € O] eflo 2Clri i or Lom. ConsuWiners
Day (05:30 — 18:30 hrs) 70.00 70.00
Peak (18:30 ~ 22:30 hrs) 90.00 1,500.90 20.00 %,000.00
Off Peak (22:30 = 05:30 hrs) 30.00. : 40.00
RELIGIOUS & CHARITABLE INSTITUTIONS
Consumption O - 180 kWh per month
Blogk 1:0— 20 KWh 2.00 90,00 30.00 400,00
Block 2 :31—90 kWh 15,00 120.00 37.00 550.00
‘{Block 3 91 - 120 kWh 20.00 120.00 42.00 “650.00
Black 4 : 121 — 180 KWh 30.00 450,00 45.00 ¢ 1,500.00
7 ] on ab
Corsumption abeve 180 kWh per month (present toriff) ?;gtxfmww“dfw i
Plock S - 161 kWh and above 32,00 1,500.00 50.00 2,000.00
R 7 t A & [+F1]
{oTHER CONSUMER CATEGORIES incustrial G““‘;‘;:;"‘”" / :“ o Industrial f ""'3( i Glis ;
P1-1(s P12 (> |GP/H/IGY 1 GP/H/GV GP/H/GV | Gr/H/GV
-1(s 2 (> 30
“| volume differentiated monthly cansumption 300 300 1(s180 {1-2{>180 Ii\z:}mzﬁo IZ:\Ihf(r:\thlo 1-1 (<180 1-2 (> 180
'RS!‘ kwh /mth) | kwh/nath) | kWh/mth) kwh/mth) kWh/mth}{ kWh/mth)
i €1
JAsupply et [Energy Charga (Rs. /kwh) 20.00 20,00 25.00 32.00 26.00 26.00 40,00 47.00
= lavorzzov
Contract ;
dernand |Flxed Sharge (As./mtt) 26000 | 150000 | 36000 | 250000 | 1,20000 } 1,600.00 1,000.00 | 1,800.00
<= 42 kYA .
Rate2 |ppergy  (0aV-{0S5:30 = 28:30 brs) 29.00 37,00 47,00
SURPY @t lcharge  {Paak (18:30 - 22:30 hes) 24.50 40.00 55.00
400/230 V(s /kw)  [ooff peak (22:30 = 05:20 hrs) 15.00 2400 39,00
Contract
demand » |Pemand Charge (Re./KVA) 1,500.00 1,600.00.
42 kvVA  |Fixed Charga (Rs./mth] 4,000.00 5,000.00
Energy  |Dav (05:30 = 18:30 bhrs) 28.00 46,50 46.00
Rate 3 lcharge  [Peak (18:30~ 22:30 hrs) 34.00 29.50 5400 ...]
i‘:m";‘ (Re./kW) [Off Peak (22:30 — 05:30 hrs) 14.00 33.50 38.00
“bave pamand Charge {Rs./kVA) ; 1,400.00 1.5Q0.00
Fixed Charge (Rs./mth) 4,000.00 5,000:00
ST REET LIGHTING o =55
ghting R 22, X
street Lightin lRSJkW ) TICFast (harging. Tavel £ AL Ch. Uw‘iﬁﬁz TevelZ AU Lh.
£V CHARGING OF.CEB CHARGING SYATIONS (Rs./kWh) (Rs,/XWh) (Ri./KWh) {Re-fKWh)
D&! 105:30 - 18130 hrs} &l.0d 70,00 8500 ;(;:g
Peak (18:30 — 22:30 hrs) 105.00 90,00 112.06 20
Of Peak (22:30 = 05:30 hrs) 50,00 30.00 53.00 /
AGRICULTURE- Optonal Time of Use [YoU) Energy Charge Fixed Charge [Rs.fmth) | Energy-Charge {Rs./kWh) | Fixed Charge {Rs./mth)
Electricity Tariff (Rs./kWh)
[Rate 1 Suppiy at Ty 0530 = 18:30 birs} 20.00 37.00
400/220V Cantrast Peak (16:20—22:30 hrs) 25,00 1,500.00 40.00 1,600.00
demand <= 42kva __|Off Peak (22:30 - 05:30 hrs) 15.00 24.00 ]
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26™July, 2022

Mr. MPD.UK, Mapa Patiirans,
Secretary. ; 7
Mirdstry of Power end Bnexgy, . |
437, Galle Road, " | '

Colombo 03.

Rﬂfmmumﬂhtoyumlaﬁndntmlmz in respact of the above matter.

In ‘evs of section 5(1) of the frl Lonka Vlectricity Act No. 2b of 2000 (e,
Jmm;m~mmmmmmmmmmmam
ﬁ-m&mmawmm.mmammmmmmmm :
considesation in formulating wuck policy guidelnes are set out in sub-section (2)
thareof--m'tcmiofmﬂonﬁtslof;hqm-thﬂmniqmuthmnﬁumquimdm
--'MMW!.&&&C&W&M&MWMNM‘

me.hwnﬁsofmaumofmmucuwﬂummufm
Tanka Act No. 35 of 2002 (%W@Lm.wmmmmnatofmmm.
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" i consultation with the Minister in charge of a public utilitias industry, to-
formulate where it sces fit, goneral policy guidslives and issue such gnidelines
thmughth&mnisterinmpantnfthammmm!med to therefs. e |

Itis uhsarvad that the elactriciiy sector constitutes a "public uuhuas industry” and
the St Lanka Klactricity Act constitates an “industry Act,” for purposes uf the
PUCSLAct. asperthe daﬂnitions sét out in sectlon 44 ofthasatdAct

"As such policy guidelinas are issuad with tha approval of the Cabinet of Ministm
in the exercise of the aforementionod statutory pawers, I am the opiuion that the
Public Utilitles Commission (“the Commission™) shall be duty-hound and obliged

n -wgiveeﬁemwsMeintsrmofSactlomuand17nfthenIGSLAnt
Sanjay PG
‘m“q “n" ‘ A ' ""'"". =
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| (SO el } 2433967 FLLAOT S Boviv dis
“Yelophone Noa.
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e onghod } admlnhuaﬂoncmma'yganrml.gw:lk

E-mall

" Fax

" buifk:sale, distrilsution and supply tariffs should be set by the reievant licensee In

Crmupad } 2498421 -

Mr. M. P. D, U. K. Mapg Pathirana

Secretary, i

Ministry of Power and Energy, o

437, Gallc Road, - -1, & . -
Colombo 03. _ ' ' )

1 o :

ELECTRICITY INDYSTRY ON REVI$QN OF ELECTRICITY TARIEE

Refereivce i made to your letter dated 02.12:2022 [ respect of the abc.ve matter. -

'-I'i:"is'pbserva'é‘. thit, In termeof section 5(1) of the Sri.lanka Electricity Act Nu. 20 of 2003 (az

amended), tae Hon. Mlidster is empowsered to forimulate general policy guldelinns in.respect of the
elecuicity Indusiry. In formulating such guidelines, one of the matters that the Hon. Ministers s -
required to consider under section 5(2)(d) of the Act Is pricing policy in respect of the supply of

" electricity to facilizate the sustalnable economic growth, Such guidelines formulated by the Hon.

iinister, and amendments thereto, are required to be submitted
Ministers (vide section 5(3}. - _ oo

‘tor approva! to the Cablnet of

Furthermore, séaﬂon 30 'of the Act, which relates to tariffs, inter alia, ‘provides that transmissiom,
accaidance with a -

cost refléctive ' methadology approved by the Publlc Utllities Commission (“the pPUCSLY) In
dcrordance with the policy guldelive approved by the Cabinet of Ministers u

section 30(2){c).

it Is evident from the aforementioned provistons In the Sri Lanka Electricity Act, which is the Industry
Act for'the electricity industry, general policy guldelines of pricing could be issued by the Hon,
Minister and that such policy may be framed in the form of a tariff structure formula or by aity other
method. In terms of sectlon 30(z)(c} of the Act, as aforesald, the PUCSL would be statutorily obliged
to give effect to such policy. It Is observed that neither the Srl Lanka Electricity ‘Act nor the Public

Utilities Commiission of Sri Lanka Act No. 38 of 2002 contain gny provision that empower the PUCSL

to vary or act in variance of such palicy guidefines. .

nder section’s (vide

‘. Lg Al ) " . m. '
'MYﬁo;’m ; }E 195/2022 I#O‘Wmm } b
Q. Box No,

-2

ame® 12, .
 Qavapiy 12
i Colornbig 12,

November, 2022
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The.authority of the Hon. Minister to farmuléte general policy guidelines on pricing/tariffs is alse
recognized in‘section 30(1) of the Public Utllities Commisslon of Sri Lanka Act, and, as pricing/tarlffs
is one of the matters in respect qf which general policy guldelines may be Issued under the

_applicable Industry Act.

| further.re-lterate the contents of my letter dated 26.07.2022 on this 1ssue.

%F S Sgd Sanjay Rafaratnam, PC
ot R i

senlor Deputy Solicitor General '

iAo



