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T
he Institution of Engineers, 
Sri Lanka (IESL) has 
warned of dire conse­
quences unless the construction of 

the Indian funded Sampur coal- 
fired power project is commenced 
immediately

The IESL says that unless tan­
gible measures are taken to 
enhance power generation capaci­
ty and procurement of power from 
private wind and solar developers 
was carried out strictly on a com­
petitive basis, the cost of electrici­
ty production will increase by 
about 50%.

The IESL has warned of black­
outs by 2018 for want of accelerat­
ed power generation projects.

IESL CEO/Executive 
Secretary Dr. Jagath Peiris has 
sent The I s la n d  the following 
statement based on prognostica­

tions made at a r<#ent seminar 
on power generatifi options and 
a reliable and an «6onomical 
power supply: “Till IESL is the 
premier engineer^® institution 
in the country inv<i|ved in pro­
moting and advanqkig the sci­
ence and practice ci engineer­
ing. The Power andfcnergy com­
mittee of IESL receftly organ­
ised a seminar on “feneration 
Options - Sri Lanka i>r a 
Reliable and an Economical 
Power Supply” at th | 
Wimalasurendra Aud|torium of 
the Institution. %

“A large number of, eminent 
engineers who are well experi­
enced in planning and operation 
of power systems made several 
presentations at this well attend­
ed seminar.
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It highlighted the fact that immediate action was nec­
essary to expedite the implementation of the Coal Power 
pi in Sampur. The country is in danger of going 
bacfcto the era of power cuts coupled with higher prices 
of J|fctricity. The growth in electricity sales has recov- 
jerecnirom the low 1% in 2013 to reach 7% in 2015; growth 
'indications for 2016 are even higher. In this backdrop, it 
is concerned that currently there are no major power 

|{j||fbeing built, to meet the growing demand. It was 
revealed that the 500 MW Sampur coal power plant, 
which is vital to meet the growing demand has been sus­
pended. This project should have been completed in 2016, 
but has already been delayed for various reasons and 
then targeted for completion in 2020.

The summary decision by the Government to change 
its fuel to LNG, can cause inevitable delays. This change 
would result in the carrying out of fresh feasibility stud­
ies, preparation of bankable project documents, obtain­
ing necessary approval and re-negotiating agreements. 
Change of fuel to LNG would cause electricity produc­
tion costs to increase by 40-50%. This is the reality The 
delay of the Sampur coal power plant is already dragging 
the country to a power crisis, possible blackouts and 
heavy costs of electricity to follow. This would result in 
the loss of confidence among investors leading to eco­
nomic paralysis of the counfry

It was also observed that the competitive bidding 
round for two wind power plants, scheduled to close in 
April 2016, has been repeatedly extended and now effec­
tively suspended owing to the Government intervention, 
with no plausible reason given. With the investor confi­
dence shattered, that move undermines the competitive 
processes to purchase electricity, established by the 
Electricity Act. Sri Lanka reportedly pays a very high 
price for electricity produced from wind power plants 
developed by the private sector. For solar power too, Sri 
Lanka pays a very high price of Rs.23.00 per unit. Recent 
reductions in prices of both wind and solar equipment 
internationally, availability of sites with better wind 
regimes, and the favourable terms of investment, would

enable wind and solar power to be produced up to 50% 
below the prices paid at present. Price discovery can only 
be achieved through competitive bidding.

Liquefied Natural Gas (LNG) prices have recently 
declined, owing to a surplus in production and the 
depressed oil prices, to which most LNG contracts are 
linked. Recent contracts to supply LNG have been report­
ed to be as low as 8.5 USD/million BTU. This is consid­
ered to be a temporary phenomenon. The Power sector 
Engineers call upon the Government to carefully scruti­
nize historic prices and pricing formula, and forecast 
quantities required, through expert studies, before rush­
ing into conclusions to build large LNG terminals. Such 
terminals require significant investments exceeding USD 
500 million. In any case, they should be located where 
prospective customers for gas are already present. Such 
large investments cannot be made in haste, and will 
require 5-8 years to study, design, secure approvals, 
finance and build. In any case, it would not relieve Sri 
Lanka from the grave power crisis expected by 2018.

The process of making decisions on power plants, and 
the responsibility to build such capacity on time, legally 
remains with the CEB, the Transmission Licensee under 
the Act, subject to approval by the Public Utilities 
Commission of Sri Lanka (PUCSL). PUCSL is responsi­
ble to ensure that the Transmission Licensee adheres to 
least cost principles and competitive bidding require­
ments stipulated in the Electricity Act.

The Engineers call upon the Government to follow the 
procedures laid down in the Electricity Act and reiterate 
the need to commence the construction of the Sampur 
coal power plant without further delay. Procurement of 
power from private wind and solar developers should be 
carried out strictly on a competitive basis. It is predicted 
that the cost of electricity production would otherwise 
increase by about 50%. With Sri Lanka’s electricity 
prices being already high compared with other countries 
in the region, any further price increases resulting from 
higher production costs, will have a crippling effect on 
the economy and the people.”
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