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List of Acronyms 
CEB Ceylon Electricity Board 

CPC Ceylon Petroleum Corporation 

CBSL Central Bank of Sri Lanka 

MLKR Million Sri Lankan Rupees 

GWh Giga Watt Hours 

MW Mega Watt 

kWh Kilo Watt Hour 

LECO Lanka Electricity Company Private Limited 

BSOB Bulk Supply Operations Business 

BST Bulk Supply Tariff 

BSTA Bulk Supply Transaction Account 

NCRE Non-Conventional Renewable Energy 

GDP Gross Domestic Product 

HFO Heavy Fuel Oil 

DL Distribution Licensee 

TL Transmission Licensee 

OPEX Operational Expenditure 

CAPEX Capital Expenditure 

PPA Power Purchase Agreement 

ROA Return on Asset 

ROE Return on Equity 

AWPLR Average Weighted Prime Lending Rate 

CCPI Colombo Consumer Price Index 

PPIUS Producer Price Index United States of America 

O&M Operation and Maintenance 

BST Bulk Supply Tariff 

IPP Independent Power Producers 

ToU Time of Use 
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1. Background 
As per the General Policy Guideline amendments communicated in November 2023, the electricity 
tariff review schedule is revised to a quarterly basis. Accordingly, the Commission directed CEB to 
submit the tariff proposal for the second tariff revision of 2024, by May 01, 2024, via its letter (Annex 
1) dated March 27, 2024. 

Accordingly, the end user and bulk supply tariff proposals by CEB, for the second tariff revision of 
2024, were received by the Commission on June 07, 2024 (Annex 2). Further, the LECO has also 
forwarded its concerns over the Commission approved allowed revenue for 2024, through the letter 
dated May 20, 2024 (Annex 3), for the Commission’s consideration. 

Commission requested (Annex 4) certain clarifications from CEB and the information are yet to be 
received. The Commission wishes to consult the stakeholders as required under Section 30(3) of Sri 
Lanka Electricity Act (SLEA), on this tariff submission and several other tariff related affairs. The 
process is launched as early as possible to ensure the timely implementation of the tariff revision. 
Any further analysis by the Commission on further information submitted by CEB will be uploaded in 
Commissions website during the stakeholder consultation period. 

Stakeholders are hereby requested to provide their comments on the matters listed below; 
1. Proposed forecast costs by CEB for 2024 
2. Proposed Tariff Table by CEB (Rate table attached - Annex 5) 
3. Bulk Supply Transaction Account operational guidelines 
4. Prepaid electricity tariff scheme 
5. Wheeling charges for NCRE 

 
The above matters are described in detail, in the subsequent sections of this document. All 
stakeholder comments on these shall be sent on or before July 08, 2024, in writing via email, fax or 
post. An oral consultation session for the same is scheduled to be held on July 9, 2024, in Colombo. 
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2. Consulted topics 
2.1 Proposed forecast costs by CEB for 2024 
CEB Cost Submissions 

The table below provides a summary of costs filed and approved so far in the year 2024. 

Description Unit 
Initial Submission  

for First Tariff 
Revision - 2024 

Approved Amounts 
in First Tariff 

Revision - 2024 

Submitted  
Amounts for Second 
Tariff Revision - 2024 

Generation 
Capacity cost MLKR 135,183 65,368 62,905 

Energy cost MLKR 351,781 361,111 372,512 

Transmission Cost MLKR 12,321 22,490 22,490 

Finance Cost MLKR 53,911 42,731 27,302 

Distribution Cost - CEB MLKR 133,235 102,962 92,361 

Total Cost MLKR 686,430 594,661 577,570 

Total estimated revenue by CEB MLKR   605,611 

Total estimated surplus by CEB MLKR   28,041 

Estimated Jul-Dec 2024 revenue 
calculated using CEB submission  

MLKR   292,578 

Percentage reduction as per CEB 
submitted surplus 

   9.6% 

 
The Generation energy cost is seen to have increased as compared to the approved cost in March-
2024. As per the most recent BST filing by CEB for the second half of 2024, a cost of 210,802 MLKR 
has been allocated for generation energy from July to December – 2024. Accordingly, 161,710 MLKR 
of energy cost is filed for the first half of 2024. 

The CEB tariff proposal considers a low hydro dispatch for the final quarter of 2024, with the 
anticipation of a dry period. CEB is requested to justify this consideration with firm meteorological 
information sources, and this is pending. Further, the demand forecasted for the upcoming months 
during the previous tariff revision has been increased under this submission. The expensive thermal 
generation is also increased to cater this increased demand, while catching up for the reduced hydro 
dispatch. These changes are identified as the main reasons for the generation energy cost increase. 
The changes to these values are shown in the table below. 

Description Unit 

Value for 2024 

Submitted for First 
 tariff Revision -2024 

Submitted for Second 
 tariff Revision -2024 

Change 

Net Generation Demand GWh 16,033 16,638 605 

Major Hydro Inflow GWh 4,233 4,196 (37) 

Major Hydro Generation GWh 4,505 4,474 (31) 

Thermal Generation GWh  8,308   8,872   564  

The reasonability of these variations is to be validated during the tariff review process. 

LECO Cost Submissions 

LECO has raised two main concerns over the Commission approved allowed revenue for 2024. 
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1. Inadequacy of OPEX approved for 2024. 
2. OPEX Claw back performed for over forecasted OPEX of 2021 

The LECO OPEX submissions and approved value for 2024 is provided in the table below along with 
the actual expenditure from year 2021 to 2023. 

Cost Item Unit 
2021 
OPEX 

2022 
OPEX 

2023 
OPEX 

2024 OPEX 
Initially 

Submitted 
Amount for 
First Tariff 

Revision - 2024 

Approved 
Amount in 
First Tariff 
Revision - 

2024 

Resubmitted 
Amount for 

Second Tariff 
Revision - 

2024 

Personal Expenses MLKR 3,403 4,307 4,710 
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 Material Cost MLKR 1,055 3,458 2,783 

Accommodation Expenses MLKR - - - 

Transport & 
Communication Expenses 

MLKR 42 111 113 

Other Expenses MLKR - - - 

Finance Cost MLKR 205 181 133 

Total MLKR 4,706 8,056 7,739 12,226 8,032 9,730 

It is noticed that the OPEX requested under the resubmission is about 25% higher than the actual 
OPEX of LECO for 2023. Therefore, the reasonability of category-wise cost increases needs to be 
justified. 

Revenue Surplus of CEB for period January-March 2024 

The revenue surplus of CEB for period January-March 2024, as extracted from the CEB accounts 
submitted to the Colombo Stock Exchange is shown below. 

 

Description Unit 
Amount (for the three-months ended 

31st March 2024) 

Total Revenue (including Other Income & gains 
and Finance Income) 

MLKR 198,673 

Total Cost (including Finance Cost) MLKR 114,002 

Profit/(Loss) before income tax MLKR 84,671 

Gain on share disposal MLKR 25,957 

Profit excluding gain on share disposal MLKR 58,714 
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2.2 Proposed Tariff Table by CEB 
The tariff table proposed by CEB is provided in Annex 5. These rates result in the following average 
revenue changes from each consumer category, as per the sales forecasts submitted by CEB and 
LECO. 

Category % Change in Revenue 

Domestic Overall -25.5% 

D
o

m
e

st
ic

 

0-30 -9.2% 

31-60 -27.0% 

61-90 -33.0% 

91-180 -28.2% 

180< -18.4% 

D-TOU -18.6% 

General Purpose -15.9% 

Government -13.6% 

Hotel Purpose 0.0% 

Industrial Purpose 0.0% 

Religious & Charitable Purpose -3.0% 

Streetlamp 0.0% 

Overall -13.8% 

 
CEB proposed rate table provides a 13.8% overall tariff reduction which is higher than its estimated 
surplus percentage of 9.6%, mentioned above. 

2.3 Bulk Supply Transaction Account operational guidelines 
Bulk Supply Transaction Account (BSTA) is the account to be maintained by the Bulk Supply 
Operations Business (BSOB) unit of the Transmission Licensee (TL). This account is useful in 
monitoring the financial state of the electricity sector. The BSTA balance would be indicative of cost-
revenue cash flow mismatches and hence this can be used for initiating automatic end user tariff 
adjustments to rectify the mismatches. The detailed explanation on the BSTA and proposed 
operational guidelines are provided in the Annex 6 and presented for stakeholder comments. 
 

2.4 Prepaid electricity tariff scheme 
As per the Commission directives provided with the February-2023 tariff revision, LECO has 
forwarded an optional pre-paid tariff proposal (Annex 7) for retail consumers under Domestic, 
Religious, General Purpose, Industrial and Hotel, consumer categories. 

Incremental block tariffs are proposed for Domestic and Religious purpose consumers considering a 
one-month (30 days) consumption period. Flat tariffs are proposed for the other consumer groups. 
All these tariffs are inclusive of energy and fixed cost components. The proposed prepaid rates under 
existing Commission approved postpaid tariffs are as follows. 
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Consumer 
Block 

Prepaid Unit Charge (Rs./kWh) 

Domestic Religious 
General Purpose 1 

(GP-1) 
Industry 1  

(I-1) 
Hotel 1  
(H-1) 

0 to 90 25.00 13.00 
45.00 23.00 23.00 

Above 90 75.00 43.00 

 
Above tariff rates have been determined existing Commission approved tariffs and the pre-paid rates 
shall also be revised along with the conventional postpaid tariffs.  
 
Therefore, the Commission propose to use an optimization algorithm that provides the prepaid rates 
to achieve the minimum cumulative bill difference between bills calculated with the applicable 
Commission approved postpaid rates and prepaid rates, for each consumer block under 
consideration.  
 
The rate calculation algorithm is explained further in Annex 8. 
 
Further it is proposed to implement the above-mentioned pre-paid tariffs as an optional tariff for the 
relevant consumer groups, subjected to following operational guidelines. 

1. The pre-paid tariff rates are subjected to the end user tariff revisions. The pre-paid rates 
will also be determined by the Commission during the end user tariff revisions. 

2. At the time of signing the pre-paid tariff agreement, the consumer must be made aware 
of the anticipated difference in the bill compared to post-paid monthly bill by relevant DL. 

3. A viewing facility must be provided to the consumers to see the energy consumption and 
pre-paid balance at all times.  

4. Consumers must be provided with the option of switching back to the post-paid tariffs at 
any stage (one time without charges), subjected to the completion of the ongoing billing 
cycle. Further no initial charge shall be applicable for consumers opting for pre-paid tariff 
for first instance. 

5. As required under the Section 31, of the Sri Lanka Electricity Act No. 20 of 2009, 
disconnection notice shall be sent to the pre-paid consumers 10 days in advance. This shall 
be initiated by considering the average 10-day consumption during the previous billing 
cycle and pre-paid balance at a given time. (i.e : Disconnection notice sent, if the pre-paid 
balance at any given time is insufficient to supply the average 10-day consumption from 
the previous billing cycle). Notice shall be sent by email as well as SMS. 

 

2.5 Wheeling charges for NCRE 
The Cabinet Decision CP/24/0822/621/046, dated May 23, 2024, has introduced power wheeling 
facility for new renewable energy projects. This decision has also assigned the regulatory function of 
determining wheeling charges to the Commission. Accordingly, the following mechanism is proposed 
for calculating these wheeling charges and presented for the stakeholder comments.  

The Commission proposes following wheeling charges (provided the wheeling is legally enabled) 
subject to following condition; 
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Condition:  
Wheeling consumer shall be a consumer billed based Time of Use (TOU) tariff category; 
domestic consumers have the option to move to the optional TOU tariff, other retail 
consumers will be given an optional TOU tariff in this tariff review. 

Wheeling charges shall consist following charges; 

• Network cost component calculated as below; 
Network cost (Rs./kWh) = (Distribution Allowed Revenue/forecast sales of DL) + (10% 
of Transmission Allowed Revenue/forecast sales of TL) 

DL – Distribution Licensee where the consumer is connected 

• Retail service price cap; 
Will be same as retail service price cap of the of DL. (Rs./consumer) 

DL – Distribution Licensee where the consumer is connected 

• Cross subsidy surcharge; 
Cross subsidies are available in the existing tariff. Therefore, in order to retain the 
additional revenue of consumers moving to wheeling option will be charged through 
a cross subsidy surcharge. 

• Banking charges; 
Consumption and generation will be set-off within each TOU intervals. However, if the 
generator and consumer is willing to transfer additional generation to another 
interval, banking charges (Rs./kWh) has to be paid 

Notes –  

• Allowed revenue and retail service price cap of each licensee is given in the 
Commission’s Bulk Supply Tariff decision. 

• Consumer has to bear the network loss 

• Consumer will continue to pay the maximum demand charge but not the fixed charge 
of his monthly bill 

• Distribution of wheeling charges among the licensees will be done in the quarterly 
UNT adjustment calculation. 
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Bulk Supply Transaction Account Operational Guideline 

Introduction 

Bulk Supply Transaction Account (BSTA) is the account to be maintained by the Bulk Supply 

Operations Business (BSOB) unit of the Transmission Licensee (TL). BSOB is responsible for system 

operation (System Control Center), buying and selling of electricity (Energy Purchase and Energy 

Marketing branches), etc. BSTA is the account used to do and record;  

1. All the transactions between TL and the Distribution Licensee (DL) for sale of electricity 

on monthly basis at the Bulk Supply Tariffs approved by the Commission 

2. All transactions between Generators and TL for purchase of electricity on monthly basis 

as per the Power Purchase Agreements (PPAs) 

3. Expenditure of TL (except 2 above and interest for working capital) which is supposed to 

be expensed from the allowed revenue. However, allowed revenue of Transmission and 

BSOB shall be recorded as a single expenditure per statement (per week).  

This expenditure shall be transferred to a separate bank account. Such account shall be 

used to disburse any expenditure of Transmission and BSOB (except 2 above and 

interest for working capital) 

4. Subsidies received from the Government. 

5. Interest received (for cash in hand), interest paid (for Commission approved working 

capital loans and BSTA account). 

6. Capital repayment of Commission approved working capital loans (Commission shall 

specifically approve the capital repayment). 

7. Receipt of working capital loan approved by the Commission. 

BSTA is not an account used to and record; 

1. Investment activities, such as project expenditure, purchase of fixed assets etc. 

2. Financing activities loans received for projects, other CAPEX etc. 

Thus, BSTA is expected to show the financial status of the electricity industry on a real time 

basis, and indicate the subsidy requirements or any surpluses that could be adjusted via tariff 

revisions. 

Guideline 

1. CEB (TL) shall draft Power Purchase Agreements (PPAs) and Power Sales Agreements 

(PSAs), obtain the approval of the Commission and sign the agreements before the first 

operation day of the BSTA. 
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2. Payments for Generation and collections from Distribution Licensees shall be calculated 

according to the PPAs and PSAs approved by the Commission. 

3. CEB (TL) shall bring the balance of the BSTA (Bank account) to zero through working 

capital financing  

4. The Commission will declare the first operation day of the BSTA upon been satisfied on 

the status of PPAs and PSAs. 

5. TL shall make sure that only above four transactions (mentioned under ‘Introduction’ 

section above) are done through BSTA. 

6. CEB (TL) shall submit weekly BSTA statement prepared weekly as per the Annex 1 

attached, to the Commission before the start of first working day of next week. The 

statement shall be signed by the Authorized officer for TL and a qualified financial 

professional responsible for preparation of BSTA (holding; Additional Finance Manage or 

a higher position) 

7. Upon being satisfied on the conformity of the weekly statement submitted by TL to this 

guideline and clarity of information provided the Commission will notify (by the end of 

first working day of the week/within one working day) TL whether the BSTA Accurately 

demonstrates the surplus/deficit of TL or not. [Secretariat of the Commission will decide 

and notify the accuracy of statement to TL] 

8. If the BSTA is not accurate TL shall correct the statement and submit the revised 

statement to the Commission within one working day and Commission will act according 

to the guideline 7 above. 

9. If the BSTA is accurate, TL shall communicate all DLs the percentage increase/reduction 

of Uniform National Tariff before noon of succeeding working day of receipt of 

Commission’s consent (on accuracy of the statement). Following criteria shall be used; 

surcharge (Increase) of 10% when the adjusted closing balance of BSTA reaches a negative 

15 billion LKR over two consecutive weeks and similarly a discount (decrease) of 10% 

when the adjusted closing balance of BSTA reaches positive 15 billion LKR over two 

consecutive weeks. This surcharge/discount would be in force until the next scheduled 

tariff revision or the next trigger incident, whichever comes first. 

Note - Above numbers may be revised quarterly by the Commission 

 

10. DLs shall apply the percentage increase/reduction communicated by TL to all the 

electricity bills issued by them. With effect from the next day of the week until the next 

scheduled tariff revision or the next trigger incident, whichever comes first. 

11. DLs shall report any over/under collection by consumers weekly to TL with a copy to the 

Commission. Over collection is due to surcharge and under collection is due to discount. 

12. TL shall invoice each DL weekly for the reported over collection amount by the DL on the 

following week. DL shall settle the invoice within one working day 



13. In case of under collection, TL shall issue an adjustment (deduction) invoice amounting to 

the reported weekly under collection by each DL. DL shall make the adjustment from its 

weekly payment to TL. 

 

 

Annex 1 – BSTA statement 

1. BSTA statement for a respective period (week) shall include two sections; 

2. Section 1 of BSTA shall include all the transactions (seven types of transactions mentioned 

under introduction above) of Bulk Supply Transaction Bank Account for the period in the 

following formats. 

BSTA Section 1 format is given below; 

BSTA for the period from DD/MM/YY to DD/MM/YY 

BSTA Section 1 – Bank Statement 

S/N Debit/Credit Third Party 

(Ex- DL1, 

IPP1, etc.) 

Description of Transaction (Ex- Weekly 

collection of DL1, Payment to IPP1, etc.) 

Amount 

(LKR 

Million) 

     

     

     

Total for the period  

Starting balance for the period  

Closing balance for the period  

 

3. Section 2 of BSTA shall include following adjustments; 

a) Weekly transfer (drawdown) from BSTA for Transmission and BSOB expenditure shall be 

capped at 7*(Transmission and BSOB allowed revenue)/Number of days per year. Any 

additional amount drawn down from BSTA shall be shown as a positive adjustment in 

Section 2 of BSTA. 



In any event where TL have not drawn down cumulative provision of allowed revenue, up 

to any day, TL shall obtain approval of the Commission to drawdown the same amount 

(or part of it) additionally to the allowed provision of that specific week. If approval is 

granted by the Commission the aforementioned positive adjustment is not applicable. 

b) Government subsidies received shall be added (Positive adjustment) 

BSTA Section 2 format is given below; 

BSTA Section 2 – Adjustments 

S/N Description of Adjustment Amount (LKR 

Million) 

Adjustment for over expenditure of Transmission and BSOB 

 Over expenditure (Positive adjustment)  

Government subsidy adjustment 

 Subsidy received (Positive adjustment)  

Total adjustments  

Total for the period after adjustments   

Adjusted starting balance for the period  

Adjusted closing balance for the period  
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 Annex - 8 

Tariff calculation algorithm for optional prepaid scheme  
 
The Commission propose to use following optimization algorithm that provides the prepaid 
rates to achieve the minimum cumulative bill difference between bills calculated with the 
applicable Commission approved postpaid rates and prepaid rates, for each consumer block 
under consideration. 
 
 

𝐸 = ∑ 𝐵𝑝𝑜𝑠𝑡(𝑋) − ∑ 𝐵𝑝𝑟𝑒(𝑋, 𝑅𝑝𝑟𝑒)

𝑋=𝐸𝑛𝑑

𝑋=𝑆𝑡𝑎𝑟𝑡

𝑋=𝐸𝑛𝑑

𝑋=𝑆𝑡𝑎𝑟𝑡

 

 Where; 
X – Monthly electricity consumption units in kWh 
Rpre – Prepaid rate for bill calculation 
Bpost(X) – Postpaid bill at approved rates for consumption of X No. of units 
Bpre(X, Rpre) – Prepaid bill at rate Rpre for consumption of X units 
E – Cumulative difference in prepaid and postpaid bills  

 
Optimization algorithm calculates, prepaid rate (Rpre) at the minimum cumulative bill 
difference value (E). 

 


