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Expressions of Interest
in coal power
by Dr. Janaka . 
Ratnasiri

I
n N ovem ber 2002, 
the Chairman of the 
Energy Supply Com­

mittee in the Ministry of 
Finance called for 
Expressions of Interest 
for the selection of a 
developer for a 900 MW 
coal power plant project. 
The phased programme 
proposed setting up 3 
pow er p lants, each of 
300 MW in 2008, 2010 
and 2012 respectively.

The press notice also 
said "The location of the 
plant may be at Trinco- 
malee or H am bantota. 
The scope of the project 
shall include, am ong 
other things, obtaining 
the necessary Environ­
mental Clearances. The 
developer shall also be 
responsible for carrying 
out the . Feasibility Stud­
ies. The developer pray, 
if he so .‘'desires, propose 
alternative fuels in-'h is 
proposal”. The last date 
for submission of propos­
als was July 4, giving 
about 8 m onths to p re­
pare the proposals.

In January 2003, the 
Energy Supply Commit­
tee inserted  ano ther 
press notice, am ending 
the previous notice, in 
which the provision of an 
alternative fuel was w ith­
drawn restricting the fuel 
to coal only. No reason 
o r justification was 
given. It could therefore 
be presum ed tha t the 
authorities would have 
been uncomfortable that 
someone would propose 
a better option than  a 
coal fired plant and they 
would be compelled to 
accept it making the coal 
proponents unhappy. 
The authorities would 
have thought that ra ther 
than  facing such an 
eventuality after receiv­
ing the proposals, a bet­
ter strategy would be to 
deny such options a t the 
beginning itself. There 
cannot be any other valid 
reason for this decision. 
Obviously the welfare of. 
the public was of least 
concern to the authori­
ties in making this deci­
sion.

Then, a  third press 
.notice appeared on July 
14 i.e. 10 days after the 
closing date previously 
announced lapsed, 
extending the closing date 
up to Septem ber 30.. 
Obviously, for the ESC to 
extend die closing date 
after the initial closing 
date lapsed, there would 
not have been any accept­
able proposals receive. 
These may not have 
reached their targets 
either in terms of the tech­
nology or the total cost or 
the tariff or the party 
itself or other considera­
tion. Since the amend­
m ent w as announced 
after the closing date had 
lapsed, it is not an exten­
sion, even though the 
heading of the last press 
notice claimed it to be so. 
It is really a new call for 
proposals. This means 
that the outcome of the- 
first evaluation could be 
made public.

Considering the events 
that had taken place in 
the recen t past, it is not 
surprising if the ESC has

not received any accept­
able proposals. Readers 
may recall that in 2001 
September, the Ministry 
of Finance called of BOIs 
for setting up of 3 of 350 
MW, through press 
notices as well as 
through BOI web site. 
The phased program m e 
proposed setting up of 
the plants in 2004, 2007 
and 2011, respectively. 
The fuel option for the 
plants was left open to be 
any one of oil, gas or 
coal.

This announcem ent 
had a num ber of short­
comings, as pointed out 
by the- w riter in his arti­
cle in Daily News of 
05.10.01. Firstly, it gave 
only. 37 days for interest­
ed parties to submit their 
proposals' including not 
only technical inform a­
tion, but also' financial 
considerations. This was 
an'/ impossible target -to 
achieve, -unless a  f party 
has received prior infor­
m ation and was ready 
with ai proposal.

Secondly, the time ta r­
get of January 2004 given 
for the commissioning of 
the first 350 MW plant, 
was only 27 months from 
the date of announce­
ment. In reality, the Min­
istry would not have been 
able to even complete the 
evaluation, select the 
supplier and aw ard the 
contract during this peri­
od. Then, added to this, 
is the construction time 
of several years. Thus, 
the tim e targets given 
were totally unrealistic 
and the entire exercise 
appeared to  be totally 
unprofessional, prepared 
by persons w ith no 
knowledge of building 
power plants.

Subsequently, the Min­
istry extended the closing 
date by 3 weeks , and the 
com m issioning dates 
were made flexible, to be 
indicated by the propo­
nents themselves. How­
ever, just before, the sec­
ond closing date the Min­
istry postponed the date 
for acceptance of propos­
als indefinitely; in other 

, words, the project was 
abandoned; At this jum> 
ture, the w riter pub­
lished another article in 
Daily News of 16.01.2002 
on-“Revive call for ther­
mal power proposals". It 
is pertinent to quote a 
few paragraphs from this 
article here.

“Just before this date 
(original closing date) the 
closing date was extend­
ed - indefinitely. All the 
parties who collected the 
docum ents were duly 
informed, and they all 
must be now waiting for 
the G overnm ent to 
announce the new. clos­
ing date for them to sub­
mit the proposals.

“Being on the BOI web 
site, the announcem ent 
would have been picked 
up by pow er sector news 
services on the web and 
given international pub­
licity.

“The proposals need to 
be submitted along with 
a proposal of security 
amounting to US $ one 
million bank guarantee. 
These parties would have 
incurred much expendi­
ture in preparing the pro-

At a coal power plant abroad
posals according to the m ent report on new large 
M inistry of Finance pow er projects is no 
Guidelines, including vis: longer required^and only 

; its .' to* Sri Lanka and .a report froni the.’Central / 
a rra n g in g fo r  th e .- bank 'Environmental -/Authority 
guarantee. (CEA) is called for with-

“Hence, abandoning out any obligation for the 
the call for the BOIs at ESC to abide by their rec-
this stage for no valid 
reason, and deciding on 
the coal plant only will 
bound to bring discredit 
to the G overnm ent.; The 
obligations is oh the Gov­
ernm ent of Sri Lanka, 
irrespective of whether it 
is a PA Government o r a 
UNF Government”. It is 
now proven that discred­
it has indeed come our 
way.

Naturally, the parties 
- who spent much time, 
effort and money (which 
w ere all in vain) ort‘ 
p reparing  proposals in 
2001, would not have 
taken the current call for 
BOI seriously. In addi­
tion, there is another rea­
son , why reputed power 
developers would not 
w ant to submit proposals

ommendations.
Today, every country, 

w hether developed or 
developing respects the 
environment. When the 
principals come to. know 
th a t au thorities in S r i . 
Lanka do not care for the 
environm ent an d  they 
are incapable of m anag­
ing d ev e lo p m en t, and 
environm ent protection 
simultaneously they must 
be feeling tha t it would 
be better to leave them 
alone.

In  the m eantim e one of 
the last July 27 papers; in 
its political commentary 
columns m entioned that 
the  M inister o f Rower 
and  Energy has submit­
ted  a  Cabinet m em oran­
dum  the previous week 
seeking approval of the

accompanying bid-bonds C abinet 'f o r  building a 
to the value of US $ 2 coal pow er plant in Trin-
million. That is the ram ­
pant corruption prevail­
ing in the country.

People are aware of the 
massive scale corruption 
in the public sector, par- : 
ticularly associated with 
mega-projects involving 
billions of dollars; These 
have been given m uch

com alee and tha t the 
Cabinet has approved the 
project for implementa­
tio n 'o n  BOO/BOT basis. 
If this news was true, it 
raises many questions:

* Since the initial press 
notice gave the option for 
the site to be either Trin- 
comalee or Hambantota.

publicity through media, and that EOIs are to be 
reports, which have not accepted  till next
been contested or denied. 
Hence, I need not elabo­
rate on them here. When 
the suppliers com e to 
know that in Sri Lanka, it 
is the common practice 
to put aside the recom ­
mendations of technical 
evaluation com m ittees 
and to award contracts, 
on other considerations, 
no reputed supplier with 
self-respect would want 
to  get involved in deal­
ings here. This project 
will cost at least 1200 bil­
lion rupees and hence the 
same criteria will apply 
in this case too.
■ Then there is another.

Septem ber, why seek 
Cabinet approval fo r a 
p ro ject in Trincomalee 
now, ̂ without waiting till 
all the EOIs are  accepted 
and  evaluated after 
September?

* Has the necessary 
environm ent clearance 
been obtained for the 
proposed project a t Trin­
comalee has announced 
in the press notice before 
going to the Cabinet and 
w hether th is report 
would be m ade available 
to the public?

* What is the recom ­
m endation of the CEA on 
this repo rt, who is

factor. The Energy Sup- required to  report on the, 
ply (Temporary Provi- proposal according to the
sions) Act of 2002 has 
suppressed the norm al 
environm ental laws in 
the country for a period 
of two years in respect of 
powerprojects. (See writ­
e r’s article in Daily News 
of 18.05.2002 for its 
implications). This means 
that the usual Environ­
m ental Im pact Assess-

provisions in  the new 
Energy Supply (Tempo­
rary  Provisions) Act?

* Since the  date of 
acceptance w as extended 
after the> initial date was 
passed, would the . ESC 
announce the outcome of 
the in itia l evaluations 
giving the num ber of p ro­
posals received, and the
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cost of the first plant,' the 
proposed tariff and the 
site in respect of .each 
proposal? > ' ?!
: ‘ * is! the ’ C abinet 
approval sought for a 
p ro ject ; selected  after 
evaluating the proposals 
received by July 4 th  
deadline and if so; w hat 
is- the necessity to seek 
m ore .proposals by 
announcing th a t propos­
als will be accepted till 
September 30th?

It would be in the pub­
lic, and national interest 
if the Chairm an of the 
Energy Supply Commit­
tee would kindly- clarify 
the above m atters.

The entire exercise of 
calling proposals to build 
therm al pow er plants by 
the Ministry of Finance 
has dem onstrated  the 
lack of, p lann ing  and  
indecision regard ing  
w hat the m inistry really 
w ants. The first 
announcem ent ip 2001 
gives totally unrealistic  
dates for subm itting p ro ­
posals and com m ission­
ing time targets, w ith the 
fuel options left open. 
The second announcer 
m ent extends the closing 
da te  and the  com m is­
sioning dates are left, to 
the proponents to decide. 
In the third announce­
ment; the'hninistiy- post­
poned th^ project indefi­
nitely through individual 
notices. • j.,:L

One year later the M in­
istry of Finance through 
its newly estab lished  
ESC, makes a fou rth  
announcem ent calling  
for .proposals again w ith 
fuel options open. The 
fifth announcem ent 
restricts he fuel to coal’.' 
The sixth announcem ent 
extends tie  closing date 
by 12 we :ks. While these 
proposal are pending, 
the  Po ver M inister, 
appears o decide on  a; 
project ii dependently jf, 

The abqve events clfear- 
•abilit 
Imffic

to h a n d j this job'. /After 
all, it 2  not their /job, 

e is a separate 
;Jtd handle pow er 
/This is a clear 

«!he dog i n , the 
People in * the 

coufltiy Expect the drfi- 
c ia lf  in (he Ministry of 
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twey do I things, w hat 
Tould the future hold for 

i Lanka? _
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