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CEB’s 1992 shock, beginning of today’s reforms :

by Jayantha Sri Nissanka and
Bharatha Malawaraarachchi

Speaker Joseph Michael
Perera presided when Parlia-
ment met at 10 a.m. yesterday.

Following announcements,
presentation of petitions and
oral questions, the House took
up the adjourned debate on the
Electricity Reform Bill.

PA MP Ronnie de Mel
speaking at the outset said:

This Bill aims to regulate
three main features of the power
sector; generation, transmission
and distribution. Minister stated
that this Bill was not brought
* for the privatisation of the CEB.
- We accept his assurance. It may
not be privatised today but this
is the first step for the eventual
privatisation of the CEB. It was
1 who moved the Privatisation
Bill and established the PERC.

But I was very cautious of
privatisation of public ventures.
Privatisation failed in many
countries. Privatisation is the
most fruitful source of corrup-
tion in many countries. There-
fore, you have to be very careful
of privatising important public
ventures. Most of the British
public ventures which were pri-
vatised failed. For example
British Railway, Royal Mail,
British Energy etc. As I repeat-
ed in this House the magic of
success is not the ownership of
establishments (government or
private) but it is the manage-
ment.

Our postal service was a very
efficient service in the world
but it has become inefficient
today due to political interfer-
ences. Our railway was a very
efficient service as well. We
travelled in trains those days.
We never asked vehicles. Don’t
. think that the private sector is

less corrupt and efficient. Bil-
lions of dollars were swindled
by Directors of Fortune 500
companies.
My friend ex-Foreign Minis-
ter of France Roland Dumas
~ was sent to jail for involvement
- in corruption. The downfall of
the CEB is due to wrong
appointments and promotions.
‘We have neglected to start many
scheduled power projects. Both
the UNP and the PA should
share responsibility for it. For
example: when I was the
Finance Minister the upper
Kothmale power project pro-
posal was originated. Hon.
Dinesh Gunawardana proposed
that the whole privatisation
scheme should be brought to
Parliament.

In principle we are not
against this Bill if the Govern-
ment is ready to accept over
amendments. Lenin said elec-
tricity is power. We have to be
very careful of privatising pub-
lic ventures. Let us do not pri-
vatise public ventures like the
AirLanka, Shell, etc.

Debuty Minister of Power
and Energy Sagala Ratnaya-
. ka:
<. The first ever reforms in Sri
anka’s electricity sector took

tricity Board. The DGE had
been setdip under the Electrici-
ty Act of’p1951 to. carry our
Generation,  Transmission, and
much- of 'the Distribution -of
‘electricity, whilst some Munici-
pal and Local Authorities also
distributed electricity in their
franchised areas. .

The reforms to form the CEB
took place to allow the
sector of the couniry.
as a commercial etity, pro"
ing an efficient and ré ablesup-
ply of electricity at'a ‘low cost.
The Utiions and Politicians of
that period had their concerns

m |

very employees and well-wish-
ers are now well settled into,
and worried to reform again.
They are well settled in because
the reforms had achieved its
goals, at least for some time.

CEB’s first shock

From the late 1970s to the
late 1980s the CEB enjoyed a
good run. With the development
of the Mahaweli Project an
abundance of Hydro Generated
Power was available. A good
economy and substantial sums
of aid helped develop the Trans-
mission and Distribution net-
work.

The CEB staned becoming
one of Sri Lanka’s largest estab-
lishments. With this started
CEB’s problems. CEB had its
first shock in 1992. The rains
failed, the reservoirs ran dry,
and the hydro dependent CEB
had to resort to power cuts. It
created a huge setback for the
Government and the country.

I would put it to this shock,
the beginning of the reforms we
are debating today in Parlia-
ment.

The Government awakened
from the shock, appointed a
firm of consultants, London
Economics, to study and report
on how to improve the perfor-
mance of CEB as a efficiently
run utility that provides reliable
and low cost electricity to an
ever increasing percentage of
the country’s population. Cheap
and abundant power is one of
the basic ingredients for the
economic and social progress of
a village, a city, a province or a
country. Cheap and abundant
power would then be the vision
of any government.

In 1996, CEB had its second
shock. The political conse-
querices for the Government
were immense. The economic
consequences for the country
were phenomenal. The losses to
the economy analysts said were
estimated at over Rs. 16 billion.
The Government wanted urgent

_action to avoid such a crisis

again. Therefore, the CEB
appointed a firm of consultants
to develop a suitable reform
program, which included a legal
and regulatory framework for
the Power Sector. They started
their work in 1997. Based on
these studies, the Government
published in 1998, its policy for
the Power Sector, in a document
titled, ‘Power Sector Policy
Directions.

This policy attracted enthusi-
astic support from " the “World

-Bank and the Asian Develop-

ment Bank. In 1998, the ADB
also conducted a study, “Power
Sector Strategy Study” which
recommended the implementa-
tion of the above policy. It was

as a consequence of this that the -

Government, with the support
of the World Bank and the
ADB, commenced the Power
Sector Reforms Project. Cabi-
net granted approval for the
implementation of the Project at
its meeting held on 23 Decem-
ber, 1998.

The discussed reforms were
to mainly create competition,
efficiency and accountability by
unbundling of the sector into
Generation, Transmission, and
Distribution to enact Electricity
Reforms Legislation, and to

create an mdependent regulato- -

ry commission.
The required leglslatlon for
all of this was ready for presen-
tation in Parliament by mid
2001, but due to various reasons
didn’t proceed any further. This
delay may even have cost the
then Government its adminis-
tration. The Power Sector went
into crisis again, and this
amongst many other crisis that
existed led to the fall of that
Government by end 2001.

The UNF Government by
presenting this legislation in
Parliament yesterday and today
has then carried forward from

about these reforms. They felt \ 'where the previous Government

insecure to venture into some-
 thing new, even if it *was
designed - for the better of
employégs, ~consumers, agd

country.. -
Itisa snmlar exercise thatW
15

are all going through again. It
this CEB, which was creat
amidst a lot of ‘worry, that.

stopped. The power and finan--
cial-crises- that existed in the
sector whefi we took over cer-
tainly spurred us on to expedite
the reforms. The only signifi-
‘cant chatige to the legislation
we have presented is to separate

ahe Regulatory Commission

d the Reﬁen Regulation into
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two separate components of
legislation.

- The Public Utilities Commis-
sion Bill, which we approved in
this House on Tuesday will cre-
ate the regulatory framework,
not only for the Power Sector,
but also for- Water Supply. It
may extend to other utilities,
and services later. The Public
Utilities Commission shall have
the power to regulate the indus-
try through licensing, make reg-
ulations, resolve disputes,
obtain information relevant to
the industry from any person,
exercise licensing activities and
approve tariffs. A significant
measure of public accountabili-
ty will be met by the establish-
ment of a Consumer Consulta-
tive Committee.

Why I went into this long
history is to show to all of you
that this is not something that
has happened at the snap of
someone’s fingers to meet
someone’s whims and fancies.
This bill is essentially non par-
tisan. Like the reforms that
were deemed required in 1969,
and when implemented really
helped in the advancement of
the sector, this is a requirement
that has built up over time.

Not just this Government, but
two Governments before it
deemed these reforms as neces-
sary. The reforms have been
discussed over a period of time.
Various factors have been con-
sidered: the employees, the
unions, the consumers, the
industry, the economy, and the
country.

Other factors such as ever-
developing technology, and the
need for a good legal frame-
work to accommodate all this
was considered. Various people
were involved in, and contribut-
ed to the process: Professionals,
Politicians, Unions, Employees,
Consumers, amongst others.

The employees, represented

through the unions, and also
directly had the constant oppor-
tunity to be involved with the
reform process by liaising with
the Reform Office. The man-
agement of the CEB, the Min-
istry officials, the honourable
Minister and myself had discus-
sions with the unions to discuss
their concerns.

The honourable members of
Parliament were given opportu-
nity to discuss their concerns at
the Consultative Committee,
and in fact a special meeting
was also held this week to. dis-
cuss any final issues. The
unions and the horourable MPs
raised an array of issues, and we
were encouraged that they were
mostly objective, and had the

-interest of not just one segrment,

but all stakeholders.
- Basic Principle

We followed a basic principle
that employee concerns would
be considered objectively. As
such, the following principles
were adopted: for the reform
process: all employees will be
offered jobs, they will have
equal or better terms and condi-
tions, -they will ‘not lose: their
period of service, and employ-

ees will become shareholders.’

CEB Employees had worries
regarding their Provident Fund
and Pension Fund.

Quite rightly so. We agreed
to safeguard through legislation
the existing Provident Fund and
Pension Fund, -the CEB
employees enjoyed, which had
come into existence prior to the

_EPF Act coming into legisla-

tion. This was addressed and is

-being brought as an amendment

at Committee Stage.

* Under the reformed power
sector, the new distribution
company areas were alienat-
ed and defined systematically
considering criteria such as,

electrification ratio, category -

- of consumers: domestic vs
industry - (in - essence rev-

enue), load density (in kw/sq. -

km.) and value of assets.
 Within this framework, the
East is already incorporated
into one of these successor
Disiribution companies. The
North will also be incorporat-
ed no sooner we connect itto
the grid.
* The Monitoring and Adviso-
-ty Committee or the MAC is

not a regulatory authority, but
purely an advisory body to
advise the honourable Min-
ister. Its functions are clearly
defined in section 50 sub sec-
tion 4. In summary, its main
function will be reviewing

* the performance of the com-
panies.

* The CEB transmission and
distribution network due to
its age and lack of rehabilita-
tion work will encounter
transmission and distribution
losses. The successor com-
panies will not be able to
avoid rehabilitating these,
because the regulator will
insist on minimum standards.

* The regulator provides (in the
Public Utilities Commission
Act clause 91) to allow Mini
Hydro developers to connect
to the distribution network
direct, where transmission
lines are not available or it is
more economical to take the
former option.

* Although unseen to the con-
sumer, even currently, the
CEB’s tariff includes the
various components, i.e. gen-
eration + transmission + dis-
tribution + overheads. Under
the reformed sector, these
components will be well
defined and competition will
prevail.

In conclusion, I say if we

don’t do this now, the CEB will

sink deeper. The consequences

1 don’t need to explain the con-

sequences to this esteemed

house. The model we have cho-
sen, and the process we are fol-
lowing is something that has

been worked on for almost a

decade, by 3 different adminis-

trations. I will show by exam-
ple the case of a section of the

CEB' which when transformed

into a fully government owned

company, accountable to its
stakeholder, performed so well,
that it is something to be proud
of. That is LECO 54.8% owned
by the CEB. 43.6% by the trea-

sury. The balance by the UDA -

and 4 local authorities. It offers
good customer service ‘stan-
dards vital to a service industry.
It offers quality power, or stan-
dard voltage. It has reduced
distribution loss from 30% to
5.5% over an 8 year period. It
has paid income tax to the gov-
ernment. And whilst achieving
all this, it has paid dividends to
shareholders ranging from 5%
eight years ago to 20% last year:

- This is a genuine effort. Be
hold enough to say what your
conscience says, that is “that
you agree”. Naturally, the
transformation process will
have issues which need resolv-
ing every now and then, but
with the dedication and proper
application we have seen from

all stakehodlers, an acceptable .

§oluﬁon can be found for all
issues.

Before I conciude, I must
thank all those who toiled
countless hours to make this a

- good and refined product.

R, Sampanthan (TULF):

Power and energy is the most
important sector in any country.
No country can achieve devel-
opment without the availability
of sufficient power.

Electricity ' is necessary for
the. development in the North-

East area which had been dev-
astated by the prolonged war.

- Trequest the Minister to allo-
cate sufficient money for the
regions in the North-East,

Jayasundara  Wijekoon

While the demand for elec-
tricity was increasing rapidly
over the years, the elecmcxty

changetoowentup

Therefore, legislation of this
kind is necessary to ensure a
efficient and satisfactory ser-
vice to the pubhc

These leglslatlons have not
been brought in a hurry. The
previous PA regime was also -

studying these reforms. I
request the Minister to pay spe-
cial attention to provide elec-
tricity for more rural areas.

Chandrasean Wijesinghe
JvP):

This particular electricity
reform Bill would have a sever
impact on the day to day affairs
of the general public and also
the country’s economy.

We fear that the Bill would
lead to the privatisation of the
CEB. We urge the Government
not to privatise this kind of ser-
vice oriented institutions.

We request the government
to ensure the job security of the
employees of the CEB.

V. Puthrasigamani (PA):

What is the future of the CEB
going to be once this Bill is put
into implementation. At the out-
set, I wish to point out that
although a large segment of the
country’s total electricity is
generated in the Nuwara Eliya
district, many houses in that
area especially in plantations
have not been provided électric-
ity facility.

I request the Minister to pay
attention to those and take
appropriate action. As a solu-
tion to the ever increasing
demand for electricity, I pro-
pose that the Ministry should
pay more attention to mini
hydro power projects.

Ven. Baddegama Samitha
Thera (PA):

It is a well-known fact that
electricity is a prerequisite for
the development of a country.

But in our country due to
political interferences and poor
policies, the power generation
sector has failed to achieve
much success.

We urge the government to
ensure the rights of both the
employees of the CEB and its
consumers.

Mahinda Yapa Abeywarde-
na takes the Chair.

Lucky
(UNP):

Most of the membets are of
the opinion that the CEB has to
be reorganised in order to
improve its efficiency to cater
for future developments. The
Minister was able to end the era
where out%eople were in dark-
ness. The CEB was ruined by
the PA leaders.

I believe the Minister will
take acuo‘h to improve rural
electri 0. Corrupted offi-
cials shoﬁld be punished.
According ito the information
available #'trade union is behind
the sabotage work in the CEB,
According $o the new plans the
Minister Ylieves that 80 per
cent households can be ngen
electricity i the future,

Jayawardane

me that he had
# to improve the
er sector. He said
plans were imple-
letter he will be-
ide electricity - to
owever, the
has done a g
b 19 power sector dur-
few months. 1

not aim to privatise the CEB. I
Tequest the Minister 10 arrange a
loan ‘scheme with a bank for-
rural maskes to get elecmcxty
The CEB is experiencing a
ﬁnancml crisis' today due to

mismanagement by the PA
leaders. o

Jayaratne Herath (PA);

The CEB has 'a direct
involvement with the country's
development process. There-
fore, we urge the Government
not to allow a few businessmen
to control tlns xmpomnt institu-
tion.

“The Govemment ‘should not
privatise the State run and ser-
vice orented  institutions.
Instead, such institutions should
be further strengthened in order
to ensure a satisfactory service
to the public.

W. B. Ekanayake (UNP):'

The UNP regime before the
1994 took several meaningful
steps to improve the electricity
sector and provide electricity
facility to the remote areas. The
CEBwhlchwasrecordmgprof-
its before 1994, is now running
at aloss and is heavily indebted.

On the other hand, the CEB -

has failed to provide a satisfac-
tory service to the “public.
Therefore, State  institutions
which are running-at a loss like
the CEB should be restructured
or privatised in order to ensure a
satisfactory and efficient ser-
vice. i -

Piyasena Gamage (PA):

1 also admit that CEB should
be restructured to meet the
emerging needs to ensure a sat-
isfactory service. During our
regime too, we attempted to
introduce ’ reform’ measumt to
the CEB.

But semceonenwdmsum
tions such as the CEB should
not be privatised. Instead steps

should be taken to improve the

efficiency and minimise mal-:
practices and corruptions.

Opposiﬂonl.eaderMaMn-

da Rajapakse:

We are agamst the privatisa-
tion of service oriented State
institutions -such ‘as the CEB.
‘We have seen the consequences
and ill-effects of the country’s

privatisation process.

. Therefore, State institutions

which are engaged in providing
basic amenities such as-water,
transport etc should not be pri-
vatised. Privatisation is not the
panacea for all jll. We have seen
the destmy of privatised | msntu—
tions in Sri Lanka.

On the othér hand, & numbet

of countries which had priva-

tised the power sector has failed
to achieve the expected result.
In many countries, it had
become a total failure.

Minister of Power and-

Energy Karu Jayasuriya
winding up the debate said:

1 am thankful to the members -
who participated at this debate
and presented valuable sugges-
tion, We will take into consider-
ation the views and criticism

madebythemAttheoutseLl :

would like to reiterate that this

Govemmemhasnomtenuonm
the CEB.

‘We ‘consider the CEB as a

national treasure and we will

protect it.-

The Bill only seeks to.
~ improve the efficiency of the

administration and the services

 of the CEB. This system has
"become - a. success in many

countnes. R

' We: will ensure transparency
and accountability during the
whole process. Due to the lack
of ‘decision making power, the

" CEB has suffered severe losses

andﬁumthstxll we are plan--
gwmtlfythatsnuanon ‘
“We “fry our best-to. provide
electricity for a cheap rate. We

-plan to improve the efficiency

‘of the CEB and investigate cor-

er - ruption committed. The CEB
is - _experienced a Rs.17 billion loss
-2 . and very soon we will convert it

" "to.a profit making institute.

“créate: a competition , which ning to increase the competition;
- would besefit consumers.

_Petroleum Corporation will be

- one of them. Jmadasa S
Indian 'Oil Corporation w1ll (-Wl’)" : Ty
alsobepetmttedmenterthls i Most: of, the proﬁt i

" markét while anothet’ interna’ - public : a?entures were mm

. governmerit- at the end of last gie Ranatunga said that 011‘*

: followed by the last PA regime..

“cal interfereénces. and to make it = minister will take steps to use:

- ing multinational companies to

‘Minister of Samurdhi  Minister of Industriak'
R.A.D. Sirisena: Development Rohitha Bogoh
“Most of the rural houses do lagama:
not have electricity. The Broad.  The Bill is all about a man='
lens power project should com- agement having to be expanded *
mence. Official bureaucracy in in the weli-being of the public,
the CEB should be eliminated. in the distribution of the:
We must improve the competi- petroleum products. We mhent-w
tion in the power sector. Today ed the CPC with a Rs 22 billion,
anyone can purchase mobile outstandmg debt. We are look~
phones for a cheaper rate. That ing at broadbasing the distribu- -
is due to the competition. Who tion of petroleum products .
we improve the competition in through a licence system.:
the power sector consumers can  Already, we were able to reduce
enjoy electricity at a cheaper the prices of petroleum prod-:
rate. When the Agrico company ucts due to techniques we intro-
sold a. unit of electncnty at Rs. duced. We don’t want to pass’
12.75 our Minister is buying a - the debt burden of the CPC to
unit for a cheapér rate. We must the people We are now trying
thank the late President JR. to minimise the ill-effects of the |
Jayewardene and late Minister previous PA Government. Wea
Gamini Dissanayake for must have institutional struc-{
improving the power sector in tures for this. This is an admin- ;
the country. I like to note that istration which is following}
rural industrialisation can be good governance. Within a} 44
started if rural electrification is* short period of nine months, our}.
1mpmved Government has turned around?
the country’s economy and 1te
The Bill was passed with has now achieved a positive
amendments. growth. In this Bill, all safe-:
guards are found to protect the;} 3
Theleafter, the Petroleum interest of the CPC and con-
Products (Special Provisions) - sumers.

Bill was taken up for debate. o
‘ Reggi'e.Ranatlmga (PA):
“Minister of Power and I wonder about this Bill.’
Energy Karu  Jayasuriya Though the oil prices went ups
moving the bill said: we did not increase prices to;
'This Bill seeks to create com- heap the burden on people. Why i 4
petitiveness in the distribution are you giving hcence to only
of petroleum products. At the three companies? I nev
moment, the Ceylon Petroleum thought that this government;
Corporation (CPC) is enjoying ' will increase prices of oil heap-
a monopoly in this sector. ing more burden on people. We
In this content, this Bill seeks ~will form a-government in a

[ERn u&

to provide for an alternative short period of time. i
procedure - for - the import, |
export, salé; supply and distri- Edward Gunasekara

bution of petroleum. It is not  (UNP):
appropriate. to maintain- both When the world is. moving
State " and . private sector for globahsatwn we cannot.
monopaly. In the world, State - escape from it. When the world
‘sector. monopohes are being - oil prices declined the PA did
dismantled. This is what hap-. not pass that benefit to the con-
pening. in coustries Jjke Russia sumers. But we have introduced
and China. * a formiula which will reduce oil |
This Bill will allow other pri-. ‘prices when the world.oil prices
vate ‘companies to enter the ~decline. Don’t make fuss about
puroleum market and it would - thre¢ new licences. We are plan- |

mthe oil sector. We must‘att:aet
Initially, this will be confined * as'many investors :
only to three companies and the theooumry

nonalcompanywﬂlbeselected to'loss making in-order, to pave?
later. Our firm obJecuve is to. the way for privertisation. We!
bring: down the ~price of -have no doubt that this Govern-
petroleum products and thereby ‘ment Wil pnvause ‘the’ remain-;
*beneﬁt consumer. ‘Later, " -ing public ventares. Theié:is a
‘ ies will- also be h;ntemanonalconsp\racyto\m
mmedww the market. 3£ vatise ¢ table, v
msreanygomgwwncﬁtﬂze venmres.
‘consumer., : :

At the outset, 1 must.renerate M L. Mahsiroof (UNP): - ¢ ;;'
that this is not an effort madeto - Dunng the 145t 50 years' oilj |
privatise the Petroleum Corpo- tanks in Trincomalee were -~ L
ration. The corporation . will ;used. When the PA decided tof
remain as a' State institution. build 6il tanks in Muthura-g
The Petroleum Corporation is jawela I dsked as to why they
today facing 'a huge financial carinot. use oil tanks-in Chm’:
crisis. When ‘we took over the ‘nakuda in Trinco. PA MP Reg-;

yeat, the corporation’s debt was pnoes were-not increased dur-
around Rs. 30 billion. This ing their rule. It is a misleading?
financial crisis was mamly due statement. Don’t try to misleady
to_the poor economic policies people. No government in the
past took any initiative to devel-s
~ As I'said earlier, we will not op Trincomalee.
pnvanse the Petroleum Corpo- The Prime Minister is trymg
ration but we will take every his best to develop the Trinco-~
possible steps to prevent politi- malee district. T believe that the

a ‘viable: commerclal ‘venture oil tanks in Trincomalee whlchf
once again, . will lead to reduce unemploy-;
" ment in our district. We thank’

Nimal  Siripala de Silva the Prime Minister for his eﬁ'oxq
(PA): " to build the Keniya bndge Lk
From this Bill; you are allow- S

C. B. Ratnayake (PA): .
enter into.the local petroleum  Why does the government:
market and this will drastically - want to sell profit making pub-
affect the Ceylon Petroleum lic ventures to their own people
Corporation, This will not ben- violating tender procedures?:
efit the consumers in any way. Many privertised . public ven-:
We in the PA are not against tures became bankrupt. Thou-;
the privatisation as a whole. But * sands -of employees who‘
we are against the privatisation worked in these ventures lost!-
of service sectors such as water, their jobs. I believe the mf
education, “health; -electricity prices will: further increase-
and petroleum products. The soon. The. government ' should:
privatisation - will not bring immediately stop selling pubhc
much benefits to the consumer. ~ventures to thexr own people.
Through this Bill, you are try- i
ing to create a private sector The debnte was adjoumed for
monopoly in the country.




