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Cost efficient pow er 

sector by next year
ADB grants its biggest loan of $ 130 m for key restructuring;Treasury Secy, 
terms it as a milestone

A Treasury official helps as Secretary to the Treasury Charitha Ratwatte (left) and Asian Development Bank Country Director 
John Cooney sign the US$ 130 million Power Sector Development Project yesterday in Colombo. External Resources Director 
Ms. Sujatha Cooray, Power and Energy Ministry Secretary Prof. K.K.Y.W. Perera, CEB Acting Chairman M. Zuabri, General 
Manager D.C. Wijeratne and ADB economist Zveglich Jr., Joseph Ernest look on. Pic by Daminda Harsha Perera.

ByNistharCassjm..........
The country’s efforts towards a 

sound, stable and cost efficient 
power sector reached a milestone 
yesterday when the Government 
signed agreements on the ADB 
funded US $ 130 million (nearly 
Rs. 13 billion) critical Power Sec­
tor Development program.

Two agreements were signed 
separately by the Government 
and the ADB and the Ceylon 
Electricity Board (CEB) and the 
ADB.

ADB Country D irector John 
Cooney told the media yesterday 
that the project was by far the 
single largest funded by the ADB 
for Sri Lanka.

The Power Secto r D evelop­
ment Program w ill support the 
Government’s efforts to restruc­
ture the power sector and im­
prove the quality and quantity of 
electricity supply.

The project w ill address both 
policy and investment, as with­
out policy changes investment 
alone will not yield the desired 
resu lts. The program loan of 
US$60 million will support: the 
establishment of an independent 
regu latory  and ta r iff  setting  
mechanism; enhance sector effi­
ciency by introducing competi­
tion and commercialization, and 
encourage private sector partici­
pation.

It w ill also support the finan­
cial restructuring of the sector 
and the unbundling of the gen­
eration, transmission and distri­
bution  functions of CEB and

Lanka Electricity Company.
The investment loan of US$70 

m illion will assist in expanding, 
modernizing and rehabilitating 
the transmission and distribution 
systems, and expanding the ru­
ral network. This will include: 

financing 600 rural electrifica­
tion subprojects allover the coun­
try that will provide or expand 
power supply in more than vil­
lages, directly benefitting about 
112,500 consumers; strengthen­

ing CEB’s existing distribution 
networks and reducing related 
line losses and providing trans­
mission lines and substations to 
transport electricity from the gen­
eration stations to the rural areas.

Mr. Cooney said that it took 
nearly five years for the ADB to 
come to this stage (finalising the 
project and signing of the agree­
ment) and stressed the need for 
greater com m itm ent from the 
Government and the CEB to make

the project a success as it through 
cost efficient and reliable elec­
tricity w ould have a tremendous 
beneficial impact on Sri Lanka’s 
efforts to achieve sustainable 
socio-economic prosperity.

S e c re tary  to th e  T reasury  
Charitha Ratwatte said that the 
signing and the commencement 
of the project was a substantial 
step forward and described it as 
a “m ilestone.”

►See Cost efficient on P2



''Cost efficient...
C ontd. from  p age 1
S ecretary  to th e M in­

istry of P ow er and E n ­
e rg y  P ro f . K .K .Y .W .  

. P erera said  that by m id- 
2 0 0 3  th e  in d e p e n d e n t  

; regu lator w ou ld  be es­
tablished and by O cto­
ber 20 0 3  the unbundling  
of the secto r w ou ld  be 
com p leted  w ith  genera- 

• tors, on e tran sm issio n  
i com p an y and a few d is­

trib utin g co m p an y . He 
exp e cts  th e  tran sfer of  
assets to th ese  co m p a ­
nies to take p lace  before 
end of 2 0 0 3 . T h e  ADB 
funded project is due for 
co m p letio n  by D ecem ­
ber 2 0 0 6 .

He con firm ed  th at re­
structuring (using single 
buyer m odel) w ou ld  not 

j lead to retren ch m en t of 
em ployees in th e sector  
but th e  P ro je c t w ou ld  
im prove efficien cy  and  
c o s t  c o m p e ti t iv e n e s s  
w h ils t  b e in g  a b le  to  
m e e t th e  g ro w in g  d e ­
m and for electricity .

Mr. R atw atte said  that 
the con su m er w ou ld  be 
the u ltim ate b eneficiary  
w ith  re liab le  an d  co st  
effeative su p p lies w hile  

> a restru ctu red  en viron- 
, m ent w ou ld  op en  new  
1 opportunities for private  

secto r grow th  an d  em ­
p loym en t generation.

T h e  p o w e r  s e c to r ,  
w h ich  is d epen d en t on  
h y d ro  g e n e ra tio n  h as  
been p lagued by several 
c r i s e s  in  a d d i t io n  to  
d ro u g h t. C EB  G en eral  
M anager D.C. W ijeratne  
c o n f ir m e d  th a t  th e  
cou ntry  h as faced  three  
con secu tiv e  years of h y­
dro p o w er crisis w h ich  
has fo rced  re lia n ce  on  
th e  m o r e  c o s t l y  fu e l  
p o w e re d  s o u r c e s  for  
generation.

A s p e r  a n a ly s ts  th e  
sector has also been hit 
by h ig h  lo a d  g ro w th  
leading to  d eterioration  
in th e sub transm ission  
an d  d is tr ib u tio n  n e t­
works. System  losses at 
th e  C ey lo n  E le c tr ic ity  
B o a rd  (C E B ) h a v e

m o u n te d  in  r e c e n t  
years, despite su b stan ­
tial investm ents. L osses  
reach ed  2 2 %  re ce n tly , 
after hovering b etw een  
1 7 %  an d  1 9 %  d u rin g  
th e  1 9 9 0 s . T h e  cau ses  
in clu d e delays in  fixing  
b re a k d o w n s , a n d  th e  
lack  of e le c tr ic ity  m e ­
ters.

A D B  s a id  th a t  th e  
P ow er S ector D evelop- j 
m en t Program  w ill also j 
h elp  m obilize m o re  re - j 
so u rce s  for th e  s e c to r  j 
an d  fund new  distrib u- ! 
tion  lines and co n n e c- | 
tion s in ru ral areas, as  
w ell as im prove the e x ­
isting netw ork.

The Governm ent seeks 
to provide electricity  for 
8 0 %  of the p op u lation  
by 2 0 1 0  but, to achieve  
th is , it n eeds to  b etter  
m anage the pow er utility  
and reduce inefficiencies 
in pow er delivery.

T he program  loan w ill 
co m e from  A D B ’s ord i­
n ary  ca p ita l re so u rce s  
w ith  a term  of 15 years, 
including a grace period  
of three years. Interest is 
d eterm in ed  in a c c o rd ­
a n c e  w ith  its  L o n d o n  
in terb an k  offered  fa te  
L IB O R -b ased  le n d in g  
facility. T he p roject loan  
w ill  b e fro m  A D B ’s 
con cession al A sian  De­
v elop m en t F u n d , w ith  
in te re s t set at 1 %  p er  
an nu m  during th e grace \ 
p e rio d  an d  1 .5 %  p e r  
a n n u m  su b s e q u e n tly . 
T h e term  is for 3 2  years, 
including a grace period  
of eight years.

T h e  loan s fo llo w  an  
A D B  te c h n ic a l  a s s is t ­
a n c e  g ra n t o f  
U S $ 8 0 0 ,0 0 0  ap p ro v e d  
earlier this year to help  
“ u n b u n d le ” C E B  in to  
g e n e ra tio n , tr a n s m is ­
s io n , an d  d istrib u tio n  
com panies.

CEB services 2 .6 9  m il­
lion  cu sto m e rs  an d  is 
r e s p o n s ib le  fo r m o re  i 
th an  90 %  of th e  co u n ­
try ’s pow er gen eration , 
all of the transm ission , 
and 8 5 %  of distribution. ,


