Power and Energy

Electricity is an essential requirement for rapid
economic and social development of the
country. The National Energy Policy and
Strategies envisage providing electricity to all
households by 2012 while maintaining the
electricity tariffs at an affordable level. In line
with these targets, focus of the foreign financing
has been given to sustainable development of
energy resources through development of
renewable energy sources and small scales hydro
power plants.

External financing for power and energy during
2005 to 2010

During the period of 2005-2010, Sri Lanka
burrowed USD 1.9 billion from different foreign
parties for power sector development. During
this period, the highest commitment was made
by the government of China while Asian
Development Bank (ADB), Iran and the
Government of Japan also made a significant
commitment. These four donors accounted for
about 92 percent of the total commitment made
for the power and energy sector during the last
five years.

Table 3.8 Annual commitments and
disbursements for Power & Energy Sector
during 2005 - 2010

Year Commitments Disbursements
(USD Million) (USD Million)

2005 343.5 51.9

2006 156.9 62.6

2007 - 189.9
2008 74.3 130.4
2009 1,083.6 236.8
2010 199.0 719.1
Total 1,857.3 1390.7

The government effort to improve disbursement
has led increase the foreign finance utilization

rate in 2010, as highest rate of disbursement
during last six years was reported in 2010.
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Chart 3.7 Commitments and Disbursements in
Power & Energy Sector 2005 - 2010

In 2010, two new agreements were signed with
the Government of China and the UniCredit Bank
Austria to provide materials for Northern
Province Power Sector Development Program
and rehabilitation of Old Laxapana Power
Station.

Procurement of material for the Power sector
Development Programme in Northern Province
(Uthuru Wasanthaya)

The Government of China through the Exim Bank
of China provided USD 31.66 million to finance
the project. The purpose of this project is to
provide electricity to 80,000 consumers living in
the Northern Province by constructing 400 rural
electrification schemes.

Rehabilitation of Old Laxapana Power Station

The Old Laxapana Hydro Power Station is more
than 58 years old and already beyond its
accounting lifetime. The recommendation was to
rehabilitate the power station before it reaches
65 years. Accordingly, it is planned to replace
turbines, generators, and other main equipment.
This project will enhance hydropower generation
in the country and also reduce the cost of power
generation. Further, it will also reduce the
number of failures due to enhanced efficiency of



the new system. The total cost of this project is
USD 37.7 million. Of this total cost, 85 percent
covered by the UniCredit Bank Austria AG, by
providing a Credit Facility Loan of USD 32.5
million. At present, the project is at design stage
and construction work of the project will
commence in near future.
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Upper Kotmale Hydropower Project (UKHP)

The UKHP is a run of river hydropower project
with an installed capacity of 150MW (consisting
of two 75MW units) and It will produce 409GWh
per year. The Government of Japan has provided
approximately USD 420 million (Japanese yen
37,817 million) for implementation of the Upper
Kotmale Hydropower Project (UKHP).

Figure: Construction of Underground Tunnel-
Upper Kotmale Hydro Power Project

The project also provides new houses for the
displaced people with all utilities i.e. electricity,

water, solid waste disposal, internal roads. The
Thalawakele area itself is being developed by
reconstructing the access roads and constructing
other amenities. The main civil works and hydro
and electro mechanical works are underway. The
power plant is expected to be commissioned in
the end of 2011.

A Clean Energy and Access Improvement
Project

The total investment cost of this project is USD
188.2 million. It includes a loan of USD 25 million
from the Asian Development Fund (ADF), a loan
of USD 135 million from Ordinary Capital
Resources, a grant of USD 4.2 million from the
Climate Change Fund. Of the total cost of the
project, the Government contribution will be
USD 24.0 million.

The loan supports to realize affordable and
reliable power supply by improving the coverage
and service efficiencies of the Ceylon Electricity
Board (CEB) and Lanka Electricity Company (Pvt)
Ltd. (LECO) through improving power
transmission and distribution network in Sri
Lanka.

Rural Electrification Project — 8

The objective of the project is to electrify 1000
rural villages with provision to provide service
connections to 180,000 new consumers. In
addition, it is aimed at providing electricity to
rural areas including the Northern and Eastern
Provinces.

The Government of Islamic Republic of Iran has
provided financial assistance for implementation
of the Rural Electrification Project 8 in Sri Lanka.
The total cost of the project is EURO 77.1 million
(Approximately Rs. 12,757 million) of which
EURO 57.8 million (Approximately Rs. 9,564
million) has been provided through the Export
Development Bank of Iran (EDBI). The project
will be completed by end of 2012.

Puttalam Coal Power Project



The objective of the project is to generate
900MW and provide it to the National Grid. The
project was originally planned for 3 Phases.

Under Phase | of the Project a 300MW Power
Plant together with a jetty for coal handling, a
transmission line from  Norochcholai to
Veyangoda and a substation at Veyangoda will
be constructed. In view of the urgency of
developing low cost power, Phase Il & Il will be
implemented together as Phase Il.

Figure 02: Puttalam Coal Power Station

The Phase | is being implemented under a

time of the power stations. At present designs
are being prepared to effect the refurbishment.

Renewable Energy for Rural Economic
Development

The Renewable Energy for Rural Economic
Development Project aims at improving the
quality of rural life, by utilizing off-grid
renewable energy technologies, to provide
electricity in remote areas, and, in addition,
promote private sector power generation from
renewable energy resources for the main grid.
The World Bank provided a credit facility of US $
75 million for this project.

Vavuniya- Kilinochchi Transmission Line Project

The objective of this project is to reinforce the
transmission network in the Northern area of the
country, by reconstructing the 132 KV
transmission line from Vavuniya to Kilinochchi
and constructing grid substation at Kilinochchi.
It is also ensured to provide reliable, adequate
and efficient electricity supply to consumers in
the Northern Province. Japanese Yen 1,422
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million of the Export ¢ Import (EXIM) Bank of
China. The Government of China has extended a
loan of USD 891 million under the Preferential

dz2 SNDa / NBRAG ClrOAtAGe 2F G4KS 9-La .lFyl 2F [/ KAYL
to cover the full cost of the Phase Il.

Rehabilitation of Wimalasurendra and New
Laxapana Power Stations

The New Laxapana and Wimalasurendra Hydro
Power Stations were built in 1974 and 1965
respectively. Most of the power plants are more
than 35 years old and mechanical, electrical
equipment in these power stations have
exceeded their lifetime.

The Government of France provided a credit
facility of USD 55.2 million to rehabilitate these
two power stations. With the refurbishment, it is
expected to increase power generation of the
two power stations by 28 percent, and also it will
reduce the number of failures and shut down



