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Report of the Committee

The Committee on Public Finance at its meeting held on 22" September 2026 considered the following
Supplementary Sum;

e Supplementary Sum under Head 119 of Programme 01 of the Appropriation Act No. 23 of
2025 for the services of the financial year commencing on 01st January, 2026, and ending on
31st December, 2026
(Presented to Parliament on 22™ September 2026 and referred to the Committee)

Date Considered by the Committee: 22" September 2026 Time: 02.00 p.m.

Members of the Committee on Public Finance Present

Hon. (Dr.) Harsha de Silva, M.P., (Chair)
Hon. Chathuranga Abeysinghe, M.P.,
Hon. Nishantha Jayaweera, M.P.,
Hon. Ravi Karunanayake, M.P.,
Hon. Harshana Rajakaruna, M.P.,
Hon. M.K.M. Aslam, M.P.,

Hon. Nimal Palihena, M.P.,

Hon. Wijesiri Basnayake, M.P.,

. Hon. Sunil Rajapaksha, M.P.,

10. Hon. Thilina Samarakoon, M.P.,

11. Hon. Champika Hettiarachchi, M.P.,
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e Supplementary Sum under Head 119 of Programme 01 of the Appropriation Act No. 23 of
2025 for the services of the financial year commencing on 01st January, 2026, and ending on
31st December, 2026

Introduction

Secretary to the Treasury has been directed by the Cabinet Decision No. 26/1420/825/069 dated 13-07-
2026 to provide the required allocation to National System Operator (Private) Limited in order to grant a subsidy
of Rs. 17,213 million to the electricity industry, for the prevention of additional financial burden that would be
imposed on electricity consumers, as a result of the increase in electricity charges.

As the provisions in the Annual Budget Reserve are inadequate to provide the said subsidy, it has become
necessary to make provision for the requirement of Rs. 17,213 million under Vote Particular No. 119-1-02-012-
1504-000-11 of the Ministry of Energy through a Resolution passed in Parliament.

This resolution (Supplementary Estimate) expects to meet the required reallocation of Rs. 17,213 million
mentioned above, by utilizing the fiscal space arranged through the freezing of savings-under the Vote Particulars
shown in this Resolution (Supplementary Estimate) which have been identified by the respective Line Ministries
as provisions that will remain unutilized during 2026 out of the allocations made for the year, in terms of Section
7 of the Appropriation Act No. 23 of 2025.

This adjustment of provisions will have no impact on the overall expenditure limits approved under the
Appropriation Act, No. 23 of 2025 and the maximum borrowing limit of the Government.

Due to the escalation of fuel prices resulting from the Middle East crisis, as well as the increased reliance on
thermal power generation to meet electricity demand during the prolonged dry weather conditions, the cost of
electricity generation has risen significantly. In order for the Government to bear these consequential additional
costs rather than passing those on to electricity consumers, the proposed relief is intended to be provided in
addition to the Rs. 15,000 million price subsidy granted to National System Operator (Private) Limited for the
period from April to September,



Observations of the Committee

The Committee observed the followings;

A supplementary estimate of Rs. 17,213 million had been submitted to provide financial relief to the
public in respect of electricity bills, following the Cabinet decision of 07" September 2026.

Due to insufficient Treasury reserves, savings from several Ministries had been reallocated, with the
written consent of the respective Secretaries, to finance the electricity subsidy.

Out of the initially estimated relief package of up to Rs. 100 billion, approximately Rs. 89 billion had
been utilized, while approximately Rs. 11 billion remained unspent.

The Rs. 17.2 billion allocation to the National System Operator was not intended for current electricity
subsidies but to address a revenue deficit incurred during the first quarter under the former CEB
structure.

The first-quarter deficit was attributable, inter alia, to the failure of the CEB to submit a tariff revision
proposal within the required timeframe and to increases in fuel prices during March 2026.

The Bulk Supply Account had inherited a negative balance of approximately Rs. 20 billion from the
CEB, which had subsequently increased to approximately Rs. 35 billion, while the automatic tariff
adjustment mechanism was not being operated.

The use of substandard coal at the Lakvijaya Power Plant had reduced generation efficiency and resulted
in the increased utilization of alternative generation sources, with the NSO (National System Operator
(Pvt.) Ltd) estimating the resulting additional generation cost at approximately Rs. 7.6 billion up to the
end of August, while PUCSL had estimated the cost at approximately Rs. 8.5 billion.

Concerns existed regarding potential contingent liabilities arising from the termination of the coal supply
contract and the possibility of arbitration proceedings, including an estimated liability of approximately
Rs. 11 billion.

The Rs. 15 billion electricity subsidy had enabled domestic and religious consumers using below 180
units, as well as small industries in the I-1 category, to remain unaffected by the 18% tariff increase,
while higher-consumption categories absorbed the increase through the cross-subsidy mechanism.

Based on revised generation cost projections following recent heavy rainfall, an electricity tariff increase
might not be required during the fourth quarter, enabling the system to operate under the existing tariff
structure.

The Cabinet-approved national tariff policy provided for the Net Plus scheme as the applicable scheme
for new rooftop solar connections, while existing Net Metering and Net Accounting agreements would
remain valid until the expiry of their respective agreement periods.

The increasing level of daytime solar generation, together with the absence of sufficient battery energy
storage capacity, presented challenges to the effective integration of rooftop solar generation into the
electricity system.

The differing tax and duty treatment applicable to commercial and residential battery storage systems
could affect the affordability and wider adoption of battery energy storage for domestic rooftop solar
systems.

Thermal power generation continued to account for approximately 40%-42% of total electricity
generation, with generation costs substantially higher than those of certain renewable sources.

The Sahasdanavi combined-cycle power plant would initially operate using heavy fuel/diesel in the
absence of operational LNG infrastructure, resulting in estimated generation costs of approximately Rs.
80-85 per unit, together with a capacity/standing charge of approximately Rs. 3 per unit.
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¢ In view of the planned phasing out of the Lakvijaya coal power plant around 2032-2035, a coherent
long-term generation and transmission plan would be necessary to replace low-cost base-load generation
while managing the potential increase in thermal generation costs.

Decision of the Committee

After consideration, the Committee agreed to;

o Supplementary Sum under Head 119 of Programme 01 of the Appropriation Act No. 23 of
2025 for the services of the financial year commencing on 01st January, 2026, and ending on
31st December, 2026

and accordingly decided that the Report of the Committee on Public Finance thereon be presented to Parliament
by the Hon. (Dr.) Harsha de Silva, the Chair of the Committee on Public Finance, on 23" September 2026.
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