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                    Table 1  Subsidy plan 

Type of Household Target of subsidy Level of subsidy Method of subsidy 
On-grid Electrified 
Households 

50% of cost of supply of first 30kWh, 
through Coupons 

Households Electrified 
with Off-grid 
Technologies 

Coupons to the value of electricity 
subsidy (as above) will be provided to 
pay for off-grid supply 

Non-Electrified 
Households 

To all the 
Samurdhi 
Beneficiaries 

Coupons to the value of the electricity 
subsidy (as above) will be provided to 
purchase kerosene 

Entire subsidy to be provided by 
the Treasury from savings accrued 
through elimination of cross-
subsidies in electricity tariff now in 
effect, for social reasons. 
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Table 2  Renewable energy targets in Scenario 1 

S.No. RETs Period up to 2010 Period up to 2015 

1 Mini hydro 6.1% 6.4% 

2 Biomass 1.2% 3.2% 

3 Wind 0.65% 1.12% 
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Figure 1: Recommended institutional setup for RERBEG  
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computation of subsidy amount to bridge the difference between the avoided 
cost and the cost based tariffs is explained in the sub-section on Subsidy. 
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Table 4  Subsidy requirements for RERBEG for grid application 

 Total subsidy requirement (million LKR) 

 2007 2008 2009 

Base case 218.06 532.01 742.52 

High mini-hydro case 234.23 550.46 754.58 
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Table 5  Subsidy requirement for off grid renewable energy systems 

Year 2007 2008 2009 2010 

Subsidy (million LKR) 170.78 250.78 363.93 587.05 
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Table 6  Plan of action 

S.No. Task description Institutional responsibility Time frame 

1 Enactment of the National Energy Policy Ministry of Power & Energy  Immediate: within 2006 
2 Upgradation of ECF in to SEA and its 

empowerment  
ECF & Ministry of Power & Energy Immediate: within 2006 

3 Establishment of `Sri Lanka Energy Fund’ ECF, Ministry of Power & Energy, and 
Ministry of Finance and Planning 

Immediate: within 2006 

4 Constitution of the interim Tariff Review Committee SEA & PUCSL Immediate: within 2006 
5 Empowerment of PUCSL for tariff setting Ministry of Power &  Energy Near term: within first quarter of 2007 
6 Preparation of a Long-term Non-conventional 

Renewable Energy Plan (LTNREP) for 20 years 
SEA & CEB Short term: by the end of 2007 

7 Carry out need assessment and preparation of 
roadmap for the capacity building 

SEA Near term: within first quarter of 2007 

8 Development of simplified procedures and formats 
for approvals 

SEA  Immediate: within 2006 

9 Development of simplified environmental 
clearance procedures  

SEA & Central Environmental 
Authority 

Immediate: within 2006 

10 Development of pre-qualification criteria for project SEA Immediate: within 2006 



21 Recommendations for renewable energy resources based electricity 
generation policy” 
 

T E R I  Report No. 2004RP23  

S.No. Task description Institutional responsibility Time frame 

developers of grid-connected RERBEG 
11 Development of standardized packages for off-grid 

applications 
SEA Short term: by the end of 2007 

12 Development of standards and codes for off-grid 
RERBEG 

SEA & PUCSL Near term: within first quarter of 2007 

13 Preparation of biomass & mini hydro resource 
atlas 

SEA, Ministry of Science & 
Technology, Provincial Agencies 

Medium term: by the end of 2009 

14 Land assessment and preparation of Sustainably 
Grown Fuel wood plantation plan 

SEA, Ministry of Science & 
Technology, Provincial Agencies 

Short term: by the end of 2007 

15 Assessment of R&D needs and preparation of 
R&D roadmap 

SEA & Ministry of Science & 
Technology 

Near term: within first quarter of 2007 

16 Development of simplified licensing procedures 
RERBEG plants for off-grid applications  

PUCSL Near term: within first quarter of 2007 

17 Exemption of RERBEG plants for self-generation PUCSL Near term: within first quarter of 2007 
18 Development of quality assurance guidelines and 

processes 
SEA & PUCSL Short term: by the end of 2007 

19 Development of curricula for renewable energy SEA Short term: by the end of 2007 
20 Establishment of RERBEG Information Centre SEA & ICTA Near term: within first quarter of 2007  
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Annex I: Goal setting approach 
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Table 1.1 Renewable energy targets for Scenario 1 
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Year Small hydro Wind Dendro Total 

  Installed 
Capacity 

(MW) 

Generation 
(GWh) 

Percentage 
of total 
energy 

generation 

Installed 
Capacity 

(MW) 

Generation 
(GWh) 

Percentage 
of total 
energy 

generation 

Installed 
Capacity 

(MW) 

Generation 
(GWh) 

Percentage 
of total 
energy 

generation 

 

2004 40  2.6% 3   0    
2005 74 278.74 3.3% 3 3.42 0.04% 1 7.008 0.1% 3.38% 
2006 98 369.15 4.1% 3 7.10 0.08% 1 7.008 0.1% 4.29% 
2007 122 459.55 4.8% 3 7.10 0.07% 6 42.048 0.4% 5.32% 
2008 146 549.95 5.4% 13 30.75 0.30% 11 77.088 0.8% 6.42% 
2009 170 640.36 5.8% 23 54.40 0.49% 16 112.128 1.0% 7.29% 
2010 194 730.76 6.1% 33 78.05 0.65% 21 147.168 1.2% 7.99% 
2011 218 821.16 6.4% 43 101.70 0.79% 31 217.248 1.7% 8.82% 
2012 242 911.57 6.5% 53 125.36 0.90% 41 287.328 2.1% 9.48% 
2013 266 1001.97 6.6% 63 149.01 0.99% 56 392.448 2.6% 10.23% 
2014 290 1092.37 6.7% 73 172.66 1.06% 71 497.568 3.1% 10.82% 
2015 300 1130.04 6.4% 83 196.31 1.12% 81 567.648 3.2% 10.78% 
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Table 1.2 Technology-wise targets 

S.No. RETs Period up to 2010 Period up to 2015 

1 Mini hydro 6.1% 6.4% 

2 Biomass 1.2% 3.2% 

3 Wind 0.65% 1.12% 
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Scenario 2: High hydro growth case 
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Table 1.3  Renewable energy targets for Scenario 2 
Year Small hydro Wind Dendro Total 

  Installed 
Capacity 
(MW) 

Generation 
(GWh) 

Percentage 
of total 
energy 
generation 

Installed 
Capacity 
(MW) 

Generation 
(GWh) 

Percentage 
of total 
energy 
generation 

Installed 
Capacity 
(MW) 

Generation 
(GWh) 

Percentage 
of total 
energy 
generation 

  

2004 40   2.6% 3     0       
2005 74 278.74 3.3% 3 3.42 0.04% 1 7.008 0.1% 3.38% 
2006 99 372.91 4.2% 3 7.10 0.08% 1 7.008 0.1% 4.33% 
2007 129 485.92 5.1% 3 7.10 0.07% 6 42.048 0.4% 5.59% 
2008 159 598.92 5.8% 13 30.75 0.30% 11 77.088 0.8% 6.90% 
2009 189 711.93 6.4% 23 54.40 0.49% 16 112.128 1.0% 7.93% 
2010 219 824.93 6.9% 33 78.05 0.65% 21 147.168 1.2% 8.78% 
2011 244 919.10 7.1% 43 101.70 0.79% 31 217.248 1.7% 9.57% 
2012 264 994.44 7.1% 53 125.36 0.90% 41 287.328 2.1% 10.07% 
2013 279 1050.94 7.0% 63 149.01 0.99% 56 392.448 2.6% 10.55% 
2014 290 1092.37 6.7% 73 172.66 1.06% 71 497.568 3.1% 10.82% 
2015 300 1130.04 6.4% 83 196.31 1.12% 81 567.648 3.2% 10.78% 
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Table 1.4  Technology-wise targets 

S.No. RETs Period up to 2010 Period up to 2015 

1 Mini hydro 6.9% 6.4% 

2 Biomass 1.2% 3.2% 

3 Wind 0.65% 1.12% 

�
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Annex II: Estimation of subsidy 
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 Estimation of subsidy for grid-connected technologies 
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Table 2.1  Indicative cost based tariffs 

Non escalable component 

RETs  

Escalable 

component (O&M) 

(LKR/kWh) 

Tier I (up to Debt 

repayment period) 

(LKR/ kWh) 

Tier II (after 

repayment period) 

(LKR/ kWh) 

Mini Hydro 0.53 6.48 2.30 

Wind  1.52 12.39 4.40 

Biomass 0.80 9.88 6.73 

�

�+$�� �!������ ����� ���� �66(� ��� 	���� -��$� �B������� �

	��� ���������
� ��� #@� ����

�	���9	�
�������?�	����� �665�� ,
����$���
�
�����������$��������������!��������-���

���
��� -�	��� ����
�� �
� �$�� ����� ��� ���������
�
�� �
� ����� ��� ����� ������ ������?�

-$�������$���!������ �����-�	�������$���!������ ��������������������$���������8$����

��������
���$���

	����	��������9	�����
�?��$�����$
�����&-�����������$���$�!�����
�

�����������
��

�B��?�-��$���������������������������
�������$����������!���
+�?�����

���$����
���������
����$�!�����
��
���4����+$���������������������	��������-������

����������$���

	����	�����������!�
�����-���

�

+$�� �	������ ��9	�����
�� �
� �$�� ����� �663� ���� �� ������ $����� ��-��� ���
���

���������
����
��$��������66*7�

�

+$�� ������������������������!����
� �663� :���������������������������� $����������$��

����
������;�M�*�6.��<�A�8$�

+$���!������������
��$��������663�M�(�(���<�A�8$�

%���	
����	��������9	�����M�/����������������&��!�����������M�6�*.�<�A�8$�

+������

	����
���������
��
��66*���������$��������:���������;�M���"8�

�

+������

	�����
������
��
��663��������
��$��������
������������
����
��66*�M�

56��6�'8$�:	��
���$����������������������.@���������$���������������;�

�

�	��������9	������
� �663����������� $��������
��� ���������
����
� �66*� M��

	���

��
������
�B��	��������9	�����
��

M�56��6�'8$�B�6�*.�������
��<�A'8$�

M�.*�(��������
��<��

�

+$�� ������ �	������ ��9	����� ���� ������ $����� ���
��� �
� �663� ��� �	�� ��� �	������

��9	�����
��������-������
������������
����
����!��	��������:������66*��
���663;���



27 Recommendations for renewable energy resources based electricity 
generation policy” 
 

T E R I  Report No. 2004RP23  

+$�� �	�	����!���	���������������
�	��
���$�����!�����$������������	�����4����
�

+����������

Table 2.2  Avoided cost (actual and estimated upto 2009)  

Year 2006 2007 2008 2009 

Avoided cost (LKR/ kWh) 6.00 6.30 6.62 6.95 

�

Scenario 1: Base case  
�

A. Mini hydro 

Table 2.3  Cost based technology tariffs for mini hydro projects 

Year since commissioning 1 2 3 4 

Tariff (LKR/ kWh) 7.02 7.03 7.05 7.06 

�

Table 2.4  Mini hydro capacity additions based on estimation of RET goals 

Year 

Capacity added 

(MW) 

Annual generation from new 

capacity (GWh) 

2007 24 90.40 

2008 24 90.40 

2009 24 90.40 

�

Table 2.5  Annual subsidy estimation for mini hydropower projects based on 
difference between avoided cost and cost based tariffs 

Annual subsidy (in million LKR) Annual subsidy required for plants 

commissioned in 2007 2008 2009 

2007 64.65 37.61 9.19 

2008  36.17 7.71 

2009   6.27 

Total annual subsidy requirement for 

mini hydro projects (in million LKR) 

64.65 73.78 16.90 

�

B. Biomass 

Table 2.6  Cost based technology tariffs for biomass based projects 

Year since commissioning 1 2 3 

Tariff (LKR/ kWh) 10.68 10.70 10.73 

�

�

�

Table 2.7   Biomass capacity additions based on estimation of RET goals 

Year Capacity added (MW) 

Annual generation from 

new capacity (GWh) 

2007 5 35.04 

2008 5 35.04 
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2009 5 35.04 

�

Table 2.8  Annual subsidy estimation for biomass projects based on difference 
between avoided cost and cost based tariffs 

Annual subsidy (in million LKR) Annual subsidy required for plants 

commissioned in 2007 2008 2009 

2007 153.42 143.22 132.50 

2008  142.38 131.63 

2009   130.79 

Total annual subsidy for biomass 

projects (in million LKR) 

153.42 285.60 394.92 

�

C. Wind 

Table 2.9  Cost based technology tariffs for wind based projects 

Year since commissioning 1 2 3 

 Tariff (LKR/ kWh) 13.91 13.96 14.01 

�

Table 2.10  Wind capacity additions based on estimation of RET goals 

Year Capacity added 

(MW) 

Annual generation from new 

capacity (GWh) 

2007 0 0 

2008 10 23.65 

2009 10 23.65 

�

Table 2.11  Annual subsidy estimation for wind projects based on difference 
between avoided cost and cost based tariffs 

Annual subsidy (in million LKR) Annual subsidy required for plants 

commissioned in 2007 2008 2009 

2007 0 0 0 

2008  172.63 165.89 

2009   164.81 

Total annual subsidy requirement for 

wind power projects (in million LKR) 

0 172.63 330.70 

�

�

Table 2.12  Total revenue requirement due to RET capacity additions 

Year 2007 2008 2009 

Total revenue requirement (million LKR) 218.06 532.01 742.52 

 
�

�

�

�



29 Recommendations for renewable energy resources based electricity 
generation policy” 
 

T E R I  Report No. 2004RP23  

Scenario 2: High hydro growth 
�

A. Mini hydro 

Table 2.13  Mini hydro capacity additions based on estimation of RET goals 

Year 

Capacity 

added 

(MW) 

Annual generation 

from new capacity 

(GWh) 

2007 30 113.00 

2008 30 113.00 

2009 30 113.00 

�

Table 2.14  Annual subsidy estimation for mini hydropower projects based on 
difference between avoided cost and cost based tariffs 

Annual subsidy (in million LKR) Annual subsidy required for plants 

commissioned in 2007 2008 2009 

2007 80.81 47.01 11.49 

2008  45.21 9.63 

2009   7.83 

Total annual subsidy requirement for wind 

power projects (in million LKR) 80.81 92.22 28.96 

�

B. Biomass 

Table 2.15  Biomass capacity additions based on estimation of RET goals 

Year 

Capacity added 

(MW) 

Annual generation from 

new capacity (GWh) 

2007 5 35.04 

2008 5 35.04 

2009 5 35.04 

�

Table 2.16  Annual subsidy estimation for biomass projects based on difference 
between avoided cost and cost based tariffs 

Annual subsidy (in million LKR) Annual subsidy required for plants 

commissioned in 2007 2008 2009 

2007 153.42 143.22 132.50 

2008  142.38 131.63 

2009   130.79 

Total annual subsidy requirement for biomss 

hydro projects (in million LKR) 

153.42 285.60 394.92 

�
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C. Wind 

Table 2.17  Wind capacity additions based on estimation of RET goals 

Year 

Capacity added 

(MW) 

Annual generation from 

new capacity (GWh) 

2007 0 0 

2008 10 23.65 

2009 10 23.65 

�

Table 2.18  Annual subsidy estimation for wind projects based on difference 
between avoided cost and cost based tariff 

Annual subsidy (in million LKR) Annual subsidy required for plants 

commissioned in 2007 2008 2009 

2007 0 0 0 

2008  172.63 165.89 

2009   164.81 

Total annual subsidy requirement for mini 

hydro projects (in million LKR) 

0 172.63 330.70 

�

Table 2.19  Total revenue requirement to provide subsidy to meet the difference 
between cost based tariff and avoided cost (million LKR) 

Year 2007 2008 2009 

Net Subsidy  234.23 550.46 754.58 

���

 Estimation of subsidy for off-grid technologies 
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Table 2.20 Per household subsidy estimation 

RETs  US$/system of 25kW LKR/system LKR/ household 

Village hydro 9099 909908 9099 

biomass 23665 2366542 23665 

SPV 236635 23663525 236635 
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Table 2.21  Annual Subsidy requirement (in million LKR) for electrifying 
households with off-grid systems 

Off-grid system/ Year  2007 2008 2009 2010 

Village hydro 15 25 35 45 

Biomass 7.11 28.44 59.25 130.35 

Solar minigrid 23.67 47.34 94.68 236.7 

SHS 125 150 175 175 

Total 170.78 250.78 363.93 587.05 

�


