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DL Distribution Licensee 
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1. Background 

In terms of Section 29 (10) of Sri Lanka Electricity Act No. 36 of 2024 (Amended), the electricity tariffs 
are required to be reviewed quarterly. Accordingly, the National System Operator (NSO) was directed 
to submit the Bulk Supply Cost forecast for the 4th quarter of 2026, by August 17, 2026, to initiate the 
quarterly electricity tariff review. The NSO Bulk Supply Cost submission for the 4th quarter of 2026 
was received on September 04, 2026 (Annex – 1). Subsequently, NSO has made a revised Bulk Supply 
Cost submission for the same period on September 11, 2026 (Annex – 2), with revisions to the 
forecasted Generation – Energy costs. Following this submission, NSO had communicated the 
requirement for further revision of the Bulk Supply Cost forecast. Accordingly, the latest submission 
has been received on October 07, 2026 (Annex – 3). This submission has been considered for the 
quarterly tariff review. 

Additionally, the Electricity Distribution Lanka (Pvt) Limited (EDL), has submitted the finance cost for 
4th quarter of 2026, pertaining to the CEB legacy loans assigned to EDL (Annex – 4). In terms of the 
Section 29 (2) and Section 29 (3) of Sri Lanka Electricity Act No. 36 of 2024 (Amended), the 
Commission has initiated the review of NSO proposal to determine the electricity tariffs for the 4th 
quarter of 2026. 

In terms of Section 17(b) of Public Utilities Commission of Sri Lanka Act, No. 35 of 2002, and Section 
29(10) of Sri Lanka Electricity Act No. 36 of 2024 (Amended), the Commission wishes to consult the 
stakeholders, on the above submission and the quarterly tariff review. Accordingly, the stakeholders 
are hereby requested to provide their views strictly on the following key areas. 

1. Electricity Generation Mix and Cost 
2. Generation - Energy Cost 
3. Fuel Price 
4. Generation - Capacity Cost 
5. BESS Capacity Cost 
6. Adjustment of Revenue Surplus/Deficit from the Past Periods 
7. EDL Additional Costs Submitted 
8. Tariff Revision Percentage 

The details on the above areas are discussed in the following sections of this document. Any further 
analysis by the Commission or further information received from the Licensees will be uploaded to 
the Commission’s website during the stakeholder consultation period. Further, the methodology 
governing the tariff determination process is also published on the Commission’s website and can be 
accessed via: https://www.pucsl.gov.lk/wp-content/uploads/2022/06/Tariff-Methodology-
amended-Version_2021.pdf. 

All written stakeholder comments shall be sent to the Commission on or before November 05, 2026, 
via email, fax or post. The information on the consultation process will be provided in due course. 

2. Comparison of Bulk Supply Cost Submissions 
The following table compares the latest Bulk Supply Cost forecasts for the 4th quarter of 2026, with 
the two previous forecasts for the same period. 
 
 
 

https://www.pucsl.gov.lk/wp-content/uploads/2022/06/Tariff-Methodology-amended-Version_2021.pdf
https://www.pucsl.gov.lk/wp-content/uploads/2022/06/Tariff-Methodology-amended-Version_2021.pdf
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Table 1: Comparison of NSO Cost forecasts for 4th quarter of 2026 

Description Unit 
NSO Bulk Supply Cost Forecast for 4th Quarter of 2026, Submitted on; 

September 4th  September 11th October 7th  

Generation 

Energy cost MLKR  105,578 101,343 98,314 

Capacity cost MLKR 19,942 19,946 18,981 

BESS Capacity Cost MLKR 703 703 703 

Transmission cost MLKR 5,140 5,140 5,140 

BSOB Cost MLKR 529 529 529 

Bulk Supply 
Finance Cost 

NSO Requirement MLKR 2,272 2,272 2,272 

Total Cost MLKR 134,163 129,933 125,939 

 

Accordingly, the Generation – Energy Cost forecast has significantly reduced with the forecast 
updates. Further, the dispatch forecast has changed in the following manner. 

Table 2: Comparison of NSO dispatch forecasts for 4th quarter of 2026 

Generation Source Unit 
NSO Dispatch Forecast for 4th Quarter of 2026, Submitted on; 

September 4th September 11th October 7th 

Major Hydro GWh 1,377 1,446 1,551 

Thermal – Coal GWh 1,249 1,255 1,232 

Thermal – Diesel  GWh 35 28 28 

Thermal – Furnace Oil GWh 524               463    429 

Thermal – Naphtha GWh 231               224    175 

Other RE GWh 1,382 1,382 1,382 

Total GWh 4,797 4,796 4,796 

The dispatch forecasts have varied mainly due to the changes to the Hydro availability related 
assumptions. 

3. Consulted topics 

3.1. Electricity Generation Mix and Cost 
The source wise electricity generation mix, and the cost submitted for the 4th quarter of 2026 is 
summarized in the table below.  

Table 3: Forecasted Electricity Generation Mix and Cost for 4th quarter of 2026 

Generation Source Unit 

Forecast Generation Mix 
for 2026Q4 

Forecast Generation Cost 
for 2026Q4 

GWh % MLKR % 

Major Hydro GWh 1,551 32.34% 4,041 3.45% 

Thermal – Coal GWh 1,232 25.68% 36,278 30.93% 

Thermal – Diesel  GWh 28 0.58% 7,343 6.26% 

Thermal – Furnace Oil GWh 429 8.94% 28,527 24.32% 

Thermal – Naphtha GWh 175 3.65% 8,823 7.52% 

Other RE GWh 1,382 28.81% 32,282 27.52% 

Total GWh 4,796 100.00% 117,294 100.00% 
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The ‘Consensus Seasonal Weather Outlook’ issued by the Department of Meteorology for the period 
of October to December – 2026, forecasts an above normal rainfall for the 3 months, for hydro 
catchment areas. Accordingly, the Major Hydro generation is expected to be above the average levels 
for final quarter. This is to be verified with the past actual Major Hydro generation and Hydro inflow 
data for the last quarters. 

As clarified by NSO, the Thermal – Coal generation forecast is not subjected to any fuel quality related 
constraint. However, Unit No. 3 of the Lakvijaya Power Station is to be taken for planned maintenance 
in November and December. 

It is also expected that the Renewable Energy utilization would increase with the interconnection of 
BESS during the last quarter of 2026, due to reduced Renewable Energy curtailments. Clarifications, 
have been requested from NSO on this matter. 

3.2. Generation - Energy Cost 
The NSO submitted detailed Generation – Energy Cost forecast for the 4th quarter of 2026 is shown 
in the table below. 

Table 4: Generation – Energy Cost forecast for 4th quarter of 2026 

Plant/Complex Unit Oct-26 Nov-26 Dec-26 

Mahaweli/Laxapana/Samanala - Hydro 
GWh         533.90            550.96            466.23    

LKR/kWh                 -                      -                      -      

Thambapawani – Wind 
GWh           21.40              14.33              20.92    

LKR/kWh                 -                      -                      -      

Sapugaskanda Old – Furnace Oil 
GWh             7.72              16.81              30.36    

LKR/kWh           54.79              52.75              51.51    

Sapugaskanda Ext. – Furnace Oil 
GWh           24.52              36.94              38.17    

LKR/kWh           48.96              48.71              48.61    

Kelanitissa Small GT – Diesel 
GWh                 -                      -                      -      

LKR/kWh                 -                      -                      -      

Kelanitissa  GT7 – Diesel 
GWh                 -                      -                      -      

LKR/kWh                 -                      -                      -      

Kelanitissa Combined Cycle 1 – 
Naphtha/Diesel 

GWh           23.55              72.34              79.04    

LKR/kWh           51.89              48.72              48.67    

Kelanitissa Combined Cycle 2 – Diesel 
GWh                 -                      -                      -      

LKR/kWh                 -                      -                      -      

Lakvijaya – Coal 
GWh         497.45            387.56            346.84    

LKR/kWh           25.37              27.42              27.92    

New Chunnakam – Furnace Oil 
GWh             7.55              11.46              11.84    

LKR/kWh           50.60              50.17              50.11    

Chunnakam & Islands – Diesel 
GWh             0.20                0.20                0.20    

LKR/kWh         127.45            127.45            127.45    

Barge – Furnace Oil 
GWh           13.25              24.98              26.92    

LKR/kWh           48.97              48.35              48.30    

30MW Hambantota – Diesel 
GWh                 -                      -                  0.68    

LKR/kWh                 -                      -              115.06    

20MW Mathugama – Diesel 
GWh             0.04                    -                  0.52    

LKR/kWh         158.54                    -              110.75    

Westcoast IPP – Furnace Oil 
GWh           18.44              12.22            147.65    

LKR/kWh           67.35              75.89              59.04    
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Sobadhanavi IPP – Diesel/LNG 
GWh             7.72                    -                18.46    

LKR/kWh           95.04                    -              101.47    

Solar Rooftop Generation 
GWh         207.44            182.97            189.02    

LKR/kWh           28.20              28.20              28.20    

Other renewable 
GWh         275.32            243.71            226.57    

LKR/kWh           19.41              18.80              19.30    

Total Generated Energy GWh           1,639              1,554              1,603    

Monthly Energy Cost MLKR    29,701.21       29,316.04       39,296.73    

Total Energy Cost MLKR                                                         98,314    

3.3. Fuel Price 
The following fuel prices have been considered for the NSO generation cost forecast. 

Table 5: Fuel prices considered for generation cost forecast 

Fuel Type Unit Oct-26 Nov-26 Dec-26 

Coal LKR/kg 61.42 65.97 67.44 

Furnace Oil LKR/Ltr. 210.00 210.00 210.00 

Naphtha LKR/Ltr. 175.00 175.00 175.00 

Diesel LKR/Ltr. 382.00 382.00 382.00 

 

The coal prices show a significant increase compared to the prices used for the previous tariff 
determination.  
Notably, the EGL is yet to enter into Fuel Supply Agreement (FSA), while the transparent pricing is 
not incorporated into the FSA of Westcoast and Sobadhanavi plants. Thus, the liquid fuel generation 
cost forecasts are fully exposed to CPC fuel pricing assumptions. 

3.4. Generation - Capacity Cost 

The detailed Generation – Capacity cost forecast submitted by NSO for the final quarter of 2026 is 
shown in the table below. 

Table 6: Generation – Capacity Cost forecast for 4th quarter of 2026 

Plant/Complex Unit Oct-26 Nov-26 Dec-26 

Mahaweli – Hydro MLKR 499 498 497 

Laxapana – Hydro MLKR 378 357 356 

Samanala – Hydro MLKR 468 552 467 

Thambapawani – Wind MLKR 552 552 552 

Sapugaskanda Old – Furnace Oil MLKR 67 67 254 

Sapugaskanda Ext. – Furnace Oil MLKR 64 64 64 

Kelanitissa Small GT – Diesel MLKR 24 24 24 

Kelanitissa  GT7 – Disel MLKR 43 43 43 

Kelanitissa  Combined Cycle 1 – Naphtha/Diesel MLKR 79 76 76 

Kelanitissa  Combined Cycle 2 – Diesel MLKR 45 45 45 

Lakvijaya – Coal MLKR 1,119 1,126 1,124 

New Chunnakam – Furnace Oil MLKR 33 32 32 

Chunnakam & Islands – Diesel MLKR 14 14 14 

Barge – Furnace Oil MLKR 36 36 36 

30MW Hambantota – Diesel MLKR 23 23 19 
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20MW Mathugama – Diesel MLKR 13 15 13 

Westcoast IPP – Furnace Oil MLKR 1,489 1,446 1,489 

Sobadhanavi IPP – Diesel/LNG MLKR 1,359 1,317 1,359 

Rooftop solar MLKR - - - 

Other renewables MLKR - - - 

Total Capacity Cost MLKR 
6,307 6,288 6,466 

19,061* 

*Note: It is noted that the Generation – Capacity Cost breakdown does not tally with the total cost 
submitted with the NSO Bulk Supply Cost forecast 

 
The following increases are observed in Generation – Capacity costs for 4th quarter of 2026, as 
compared to the approved amounts for the 3rd quarter of 2026. 

Table 7: Generation – Capacity cost comparison for 3rd and 4th quarters of 2026 

Plant Operator Unit 
Approved by Commission 

for 3rd Quarter of 2026 
NSO Submission for 
4th Quarter of 2026 

Increase 

EGL MLKR 9,932 10,601 669 

Westcoast MLKR 4,328 4,424 96 

Sobadhanavi MLKR 3,654 4,036 382 

Total MLKR 17,913 19,061 1,148 

Accordingly, the capacity cost increase is mainly due to the increase in EGL plant capacity costs. 
Notably, these plants operate without Power Purchase Agreements. 

3.5. BESS Capacity Cost 
The NSO submission anticipates the connection of 160MW of BESS to the power system, starting 
from September – 2026 and through the final quarter. A total capacity cost of MLKR 703 is included 
for the 4th quarter of 2026. However, the NSO submission does not provide information on the 
monthly electricity charge/discharge quantities for the quarter.  

3.6. Adjustment of Revenue Surplus/Deficit from the Past Periods 
As per the Clause 2.5.3 and 2.5.4 of the ‘Tariff Methodology’, revenue surplus/deficit arising from 
Bulk Supply and Operation Business, in a period ‘p’, is to be compensated during the tariff 
determination for period ‘p+2’. Thus, the surplus/deficit of 2nd quarter of 2026 is applicable to be 
considered in setting tariffs for 4th quarter of 2026 (within the quarterly tariff review framework). 

NSO’s actual Bulk Supply Cost submission indicates a revenue deficit of MLKR 1,138, for the 2nd 
quarter of 2026, excluding the estimated sub-standard coal related additional costs of MLKR 2,856. 
This deficit calculation has been performed with provisional data, as mentioned in NSO submission.  

3.7. EDL Additional Costs Submitted 
In terms of the Tariff Methodology the revenue caps of Distribution Licensees are set based on the 
multi-year tariff submission. Accordingly, EDL has submitted following additional costs for the 4th 
quarter of 2026, which have not been incorporated into its multi-year tariff submission for the period 
of 2024 - 2026. 
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Table 8: EDL extraordinary costs for the 4th quarter of 2026 

Description Unit DL1 DL2 DL3 DL4 Total 

Total Additional cost for 4th 
quarter of 2026 

MLKR 541 1,105 254 207 2,107 

The above additional cost includes MLKR 1,069 of cost pertaining to the SESRIP project loan 
repayment. This cost is not allowable in principle, as it relates to capital work in progress. Such 
projects would be remunerated through the tariffs, only after the capitalization (completion of the 
asset development). 

4. Tariff Revision Percentage 
Considering the cost submission by NSO, along with the approved Licensee Allowed Revenues and 
estimating the revenue with pro-rata adjustment to forecasted end user tariff revenue for the 3rd 
quarter of 2026, the following revenue deficit is calculated for the 4th quarter of 2026. 

Table 9: Estimated tariff revision percentage based on Licensee submissions 

Description Unit 
Total for the 4th Quarter 

of 2026 

Generation 

Energy cost MLKR 98,314 

Capacity cost MLKR 18,981 

BESS Capacity cost MLKR 703 

Transmission cost MLKR 5,140 

BSOB Cost MLKR 529 

Distribution cost 
EDL MLKR 23,904 

LECO MLKR 3,184 

Bulk Supply Finance Cost 
NSO requirement MLKR 2,272 

Assigned to EDL MLKR 4,301 

Total Cost MLKR 157,328 

Estimated Revenue at present tariff MLKR 154,028 

B/F Revenue Surplus/(Deficit) from 2nd quarter of 2026 
[Excluding additional coal related cost of MLKR 2,856] 

MLKR (1,138) 

Surplus/ (Deficit) for 4th quarter of 2026 MLKR (4,438) 

Required Tariff revision percentage  % 2.88% 

The above estimate indicates the requirement of approximately 2.88% tariff increase, which is to be 
further reviewed with Licensee information submissions.  

5. Commission’s analysis on the tariff submission 
The NSO tariff submission is being reviewed by the Commission with the information received. The 
additional information/clarification requirements would be forwarded to the Licensees. Based on the 
preliminary review, the following contestable cost items have been identified within the cost 
submissions. 

1. MLKR 669 of EGL capacity cost increase arising outside the Power Purchase Agreement 
framework 
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2. MLKR 1,069 of EDL cost submission pertaining to capital work in progress, for SESRIP loan 
repayment, arising outside of multi-year tariff review framework and approved Tariff 
Methodology. This cost has not been considered in the above table. 

 
3. NSO estimate of sub-standard coal related cost of MLKR 2,856 for the 2nd quarter of 2026, 

whereas the Commission estimate for the same is MLKR 4,380 

Adjusting the above items, the required tariff revision percentage is indicated in the table below. 

Table 10: Estimated tariff revision percentage based on the Commission's preliminary review 

Description Unit 
Total for the 4th Quarter 

of 2026 

Generation 

Energy cost MLKR 98,314 

Capacity cost MLKR 18,312 

BESS Capacity cost MLKR 703 

Transmission cost MLKR 5,140 

BSOB Cost MLKR 529 

Distribution cost 
EDL MLKR 23,904 

LECO MLKR 3,184 

Bulk Supply Finance Cost 
NSO requirement MLKR 2,272 

Assigned to EDL MLKR 4,301 

Total Cost MLKR 156,659 

Estimated Revenue at present tariff MLKR 154,028 

B/F Revenue Surplus/(Deficit) from 2nd quarter of 2026 
[Excluding additional coal related cost of MLKR 4,380] 

MLKR 386 

Surplus/ (Deficit) for 4th quarter of 2026 MLKR (2,245) 

Required Tariff revision percentage  % 1.46% 

Accordingly, a 1.46% tariff increase is estimated after adjusting for contestable items identified 
during the preliminary review.  

Additionally, the following major areas/concerns have been identified for detailed review by the 
Commission. 

1. Adequacy of Major hydro generation forecast, as compared to the rainfall forecast 
 

2. Fuel prices considered for cost forecasting 
 

3. Cost effective utilization of BESS 
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