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1 Introduction 
Global energy industry has entered a decisive phase of transition where increasing number 

of supply options, newer energy carriers and growing demand contributing to increase the 

complexity of the industry.  Sri Lanka, among many other countries will face this transition 

during the next few decades, and the energy industry in transition will fuel the growing 

economy of the country, opening up many frontiers and opportunities.  This policy will spell 

out the ways and means of steering the energy sector in transition to power the nation and 

its social market economy, attaining a new level of stability, security, affordability and 

sustainability with the least environmental burden to provide a fertile ground for all public 

and private enterprises, homes and institutions to flourish in a future where energy will 

never be a constraint.  

Sri Lanka is ranked in the mid-range of United Nations Human Development Index, while the 

annual GDP per capita too is in the mid-range, at USD 3,926 (2015)1. The government’s drive 

to reach the upper middle income level within this decade intensifies the role of energy in 

Sri Lanka’s economy. As a nation embarking on a progressive social market economy after a 

three decade-long conflict, a holistic approach to development is desirable compared with 

an incremental approach. An energy policy consistent with social and economic 

development goals is required owing to the significant impacts of the energy sector on each 

social and economic activity of the country. 

Sri Lanka maintains a low energy intensity of economy, using 0.46TJ of commercial energy 

to produce a million LKR of GDP2. The challenge facing Sri Lanka is to maintain the lower 

energy intensity, while accelerating the growth of the economy. Sri Lanka will shortly reach 

100% electrification, thereby fulfilling the goal of providing access of grid electricity to all 

the citizens.  

Economic growth and providing universal access require energy supply capacities to be 

steadily increased. In addition to improving the supply capacities, the growth in demand can 

also be managed by improving the efficiency of energy conversion.  Continued efforts to 

maintain a low energy intensity status will be rewarded with a lower burden on the 

economy and the environment. Increased efforts on demand-side management through 

policy driven incentives are required to meet this goal amidst high economic growth.  

Upgrading the transport modes to more efficient systems along with transport 

infrastructure development and stimulating the use of other forms of energy beyond 

petroleum products through policy interventions would be required to effectively manage 

the energy use in transport, the largest consuming sector of commercial energy.  

                                                      
1
 The World Bank http://data.worldbank.org/country/sri-lanka 

2
 Sri Lanka Energy Balance 2015, Sri Lanka Sustainable Energy Authority 
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The relatively high share of renewable energy in the country’s primary energy portfolio is 

bound to progressively reduce because the major portion of hydropower potential has 

already been tapped, with the shifting of household energy use towards fossil fuels, and the 

growing demand for all forms of energy being met with fossil fuels.  Water resources serve 

multiple needs and power generation is the third priority after drinking water and 

agricultural demand, further complicating issues related to projects such as the Mahaweli 

stage II development.  A paradigm shift of policy is envisaged to defend and improve the 

share of renewables in the primary energy supply from 55% level maintained during the last 

decade.  

The National Energy Policy and Strategies present how Sri Lanka plans to meet the challenge 

of developing and managing the energy sector to ensure delivery of reliable, cost-effective, 

and competitively priced energy services from diverse sources to fuel the social market 

economy. 

Sri Lanka weathered many energy crises over the last few decades due to resilience 

garnered from many deep roots.  These roots can be identified as the impressive biomass 

resources, year round sunshine and never failing rainfall combined with frugal lifestyle of its 

people and the small geographical expanse of the country.  

Having nourished the national economy from these deep roots, Sri Lanka was first in the 

region to bare fruits, in terms of extending the coverage of the national electricity supply to 

serve the whole country with an uninterrupted supply. The reliability of energy systems 

have attracted services sector to the country, leveraging more economic benefits to the 

country with the least possible input of energy.  This has caused a structural change in the 

economy, in sharp contrast to other developing economies with steep growth in energy 

intensity of economy.  

Reliability and affordability of both indigenous and global energy supplies will be the most 

desirable ingredient in this economy in transition.  We are looking into a future where 

strong emphasis will be made to develop the increasingly competitive newly assessed 

resources  for electricity generation such as Wind and Solar.  Biomass, probably the most 

important of the energy resources will play an even more valuable role by making a 

transformation to a convenient fuel for domestic use and a dependable resource for 

industrial thermal energy supply. 

Sri Lanka, will be elevated to an ‘energy empowered’ nation by developing strategies and 

conversion technologies to use the vast indigenous resources.  Whilst continuous efforts will 

be made to strengthen the petroleum sector from upstream resource development to 

downstream diversification, initiatives will be made to elevate the status of electricity as a 

major energy carrier.  Energy transition in the transport sector, from liquid petroleum 

dominance to other energy carriers will be actively pursued.  Electricity will take the pride of 

place in the quest for discovering new energy carriers, drawing resources from increasing 
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amounts of indigenous resources whilst securing supply routes to global resources.  Whilst 

securing land resources for important energy infrastructure elements such as generation 

sites and transmission corridors, energy storage will be taken as a prime carrier to transcend 

the space and time boundaries which constrained the traditional energy systems.  

Aligning Sri Lanka with the Goal 7 of the Sustainable Development Goals of the UN, this 

policy would contribute to achieve universal access to energy by 2020, a decade ahead of 

the requirement.  The policy will also contribute to lessen the dependence of Sri Lanka on 

fossil fuels below 50% of the primary energy supply and also to halve the specific energy use 

across all end uses by 2030.  This policy will pave the way to realise the vision of Sri Lanka in 

achieving carbon neutrality and complete transition of all the energy value chains by 2050.  

The policy will provide the necessary space for establishing key manufacturing industries 

supplying sustainable energy technologies to the local market and forge alliances with other 

developing countries through South-South cooperation by developing knowledge products 

and sustainable energy technologies in line with the Goal 7 of the SDGs.   
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2 Energy Policy 
Primary objective of the energy policy is to ensure that energy is available through 

economically viable supplies that are clean, secure, sustainable, reliable, to provide 

convenient, affordable energy services to support socially equitable development of Sri 

Lanka. This policy will be in effect until it is reviewed to incorporate any major changes to 

external environment. Individual policy directives statutorily required to be issued for each 

sub sector are expected to be prepared and issued based on this policy such as, the ’General 

Policy Guidelines on the Electricity Industry’ as required under Sri Lanka Electricity ACT no 

20 of 2009.  The policy will be effective for five years and will be reviewed after two years in 

a mid-term review.  This policy is founded on ten pillars, rooted in the broad areas impacting 

the society, economy and the environment. 

 

1. Assuring Energy Security 

2. Providing Access to Energy Services 

3. Providing Energy Services at the Optimum Cost to the National Economy  

4. Improving Energy Efficiency and Conservation 

5. Enhancing Self Reliance 

6. Caring for the Environment 

7. Enhancing the Share of Renewable Energy 

8. Strengthening the Governance in the Energy Sector 

9. Securing Future Energy Infrastructure 

10. Providing Opportunities for Innovation and Entrepreneurship 

 

1) Assuring Energy security 

Primary and secondary energy supplies of the country will be secured to ensure continuity, 
adequacy and reliability. 
 

2) Providing Access to Energy Services  

Access to reliable, convenient, affordable, equitable and quality energy services will be 
provided to all citizens to improve their living standards and to engage in gainful economic 
activities. 
 

3) Providing Energy Services at the Optimum Cost to the National Economy 

Energy services will be provided at the optimum long term cost, to lower the burden on the 
national economy and to achieve competitiveness of locally produced goods and services in 
international markets.  
 

4) Improving Energy Efficiency and Conservation 

Efficient use of energy will be promoted in all sectors and across the energy value chain, 
engaging both the suppliers and users. 
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5) Enhancing Self Reliance 

Indigenous energy resources will be developed to the optimum levels to minimise 
dependence on imported resources, subject to resolving technical, economic, 
environmental and social constraints, with the objective of minimising the vulnerability of 
energy supplies to external situations.   
 

6) Caring for the Environment 

A meaningful response to climate change will be made by further reducing the low carbon 
intensity of Sri Lankan energy sector. Adverse environmental and social impacts of energy 
services to be minimized to care for the global and local environment.  
 

7) Enhancing the Share of Renewable Energy 

Indigenous renewable  energy resources will be developed to the optimum level to attain 
sustainability and a higher degree of resilience in the energy sector. 
 

8) Strengthening the Good Governance in the Energy Sector 

Governance of the energy sector to be strengthened to realise accountability, fairness and 
transparency to achieve investor and consumer confidence.  A stable policy environment 
will be ensured and a the regulatory framework will be further strengthened to assure good 
governance in the energy sector.  
 

9) Securing Land for Future Energy Infrastructure 

Strategic locations for establishing energy facilities and corridors which interconnect such 
facilities will be acquired early and developed speedily as a national priority. 
 

10) Providing Opportunities for Innovation and Entrepreneurship 

Considering the vastness of the sector, opportunities available for R&D and local value 
addition in advanced technologies, Sri Lankan business and research community will be 
actively engaged in the sector to develop local entrepreneurship and research capacity.  
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3 Implementing Strategies 
The broad strategies to implement the national energy policy are detailed below, aligned 

with the aforementioned ten pillars:  

3.1 Assuring Energy Security 

 

Primary and secondary energy resources and supplies used in the country will be secured to 

maximise the country’s energy supply reliability and strategic independence by employing 

the strategies:  

3.1.1 Diversity in energy resources used in electricity generation will be ensured subject to 

economic, environmental, technological and operational requirements. 

3.1.2 Global diversification of energy sources will be pursued to safeguard supply chain 

against external geo-political uncertainties.  

3.1.3 Ensure the adequacy and reliability of transmission and distribution infrastructure in 

both electricity and fuel supply networks  to meet any future contingencies. 

3.1.4 Regular risk assessments will be conducted to identifyand mitigate possible internal, 

external contingencies that could critically affect the performance of the energy 

sector.  

3.1.5 Indigenous energy resources will be explored and strategically developed by making 

necessary upstream investments at appropriate times, giving due consideration to 

future trends in energy supply and use. 

3.1.6 The national requirements of electricity will be met with proven generation 

technologies and fuel sources. 

3.1.7 Maintenance of strategic fuel reserves in strategic locations in the country will be 

made mandatory for all key players in electricity and petroleum industries. 

3.1.8 Expansion of local crude oil refining capacity to optimally satisfy the country’s 

demand for different petroleum products will be pursued.   

3.1.9  Viable cross-border electricity transfer and cooperation with countries in the region 

will be encouraged. 
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3.2 Providing Access to Energy Services  

 

Access to reliable, convenient, affordable, equitable and quality energy services will be 

provided to all citizens to enhance their living standards and to engage in gainful economic 

activities. 

3.2.1 Access to electricity using either on-grid or off-grid sources will be ensured to all 

citizens in the country.  

3.2.2 Small and medium enterprises which remained unconnected to national grid due to 

un-affordability, even after gaining access, will be connected using innovative 

financing schemes including capital cost subsidies. 

3.2.3 Households which remained unconnected to national grid due to un-affordability, 

even after gaining access, will be connected using innovative financing schemes. 

3.2.4 New productive uses for electricity in agriculture, rural and primary industries will be 

encouraged with emphasis on empowerment of women and youth. 

3.2.5 The supply quality of energy services by the utilities will be improved through 

adoption of appropriate quality standards. 

3.2.6 Service quality standards will be introduced for energy services considering the 

priority of end use such as health services and for customer categories expecting 

premium services.  

3.2.7 Standardize equipment in the supply chain to ensure compatibility, ease of 

integration, and safety of energy supply. 

3.2.8 Smart grid technologies will be introduced and smart metering will be deployed for 

enhanced customer experience, automate power system management and reduce 

manual intervention where such interventions are uneconomical.  

3.2.9 Mobile and internet based services will be introduced to enhance customer 

convenience. 

3.2.10 Recovery of network infrastructure costs directly from individual customers will be 
phased out, thereby reducing the lead time of providing energy service. 

3.2.11 Agriculture and other industries that are not yet based on electricity but there is 

significant efficiency and productive advantage if electrified are to be identified and 

attracted to use electricity by offering incentives. 
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3.3 Providing Energy Services at the Optimum Cost to the National Economy 

 

Energy services will be provided at the optimum long term cost, to lower the burden on the 

national economy and to achieve competitiveness of locally produced goods and services in 

international markets by employing the strategies:  

3.3.1 Power plants identified in the Long Term Generation Expansion Plans will be 

implemented as scheduled. 

3.3.2 Receiving, processing, storage, transport and distribution capacity requirements of 

the petroleum sector will be identified in long term planning and will be developed 

in time to ensure adequate supply of petroleum products in the country. 

3.3.3 Rational energy pricing strategies, based on the principles of cost reflectivity across 

the energy value chain will be adopted through a regulatory mechanism, to ensure 

financial health of sector utilities and to discourage wasteful energy use. 

3.3.4 The Government will identify target groups of energy users that deserve special 

consideration through transparently funded targeted subsidies. 
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3.4 Improving Energy Efficiency and Conservation 

 
Energy systems will be efficiently managed and operated while ensuring efficient utilisation 

and conservation of energy. Efficient utilisation of energy by all concerned, from utilities 

(supply-side management) to final customers (demand-side management) will be pursued 

employing the strategies: 

3.4.1 A national energy efficiency improvement and conservation programme will be 

launched engaging all stakeholders in residential, industrial and commercial sectors. 

3.4.2 Energy efficiency improvement and conservation will be promoted through 

minimum energy performance standardisation and labelling of appliances and 

introduction of green procurement processes in state and private sector 

organisations. 

3.4.3 A programme on domestic energy efficiency and conservation will be launched, with 

the objective of empowering women.  

3.4.4 Fiscal measures and monetary policies that encourage investments on improving 

energy efficiency will be introduced.   

3.4.5 Taxation and other incentives and disincentives to support the market for efficient 

technologies will be introduced. 

3.4.6 Private sector participation in providing expert services on energy efficiency will be 

promoted and facilitated. 

3.4.7 The efficiency of water usage by all players will be encouraged among all 

stakeholders, considering water being a limited valuable indigenous source of 

energy. 

3.4.8 Efficiency of power generation facilities will be enhanced. 

3.4.9 A strategic plan for street lighting will be formulated for the country to ensure 

proper management of street lighting, which will enhance the safety of motorists 

and pedestrians and also contribute to energy conservation with a better aesthetic 

sense. 

3.4.10 Automated demand response technologies will be considered as a main DSM 

strategy. 

3.4.11 Network losses incurred will be brought down to the optimum levels. 
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3.4.12 Losses incurred in petroleum refining will be curtailed by continuous technology 

upgrading and new investments. 

3.4.13  Losses incurred in petroleum distribution will be reduced to optimal levels, using 

better technologies in downstream distribution networks and utilising available and 

new rail fed storage assets as well. 

3.4.14 Energy efficiency gains using newer technologies such as efficient pumping and drip 

irrigation in the agriculture sector will be explored and realised.  

3.4.15 Transport energy use will be reduced by undertaking avoid, shift and improve 

strategies with strong focus on high quality public transport and intelligent traffic 

management solutions. 

3.4.16 Economic activities will be developed in dense clusters to benefit from lower 

logistical costs and improved synergies in special zones identified as smart cities, 

served by smart grids. 

3.4.17 Sustainable built environment will be used in urban development with the objective 

of reducing energy demand. 

3.4.18 Energy efficiency will be a primary concern in new building designs which will be 

evaluated for their energy performance on a mandatory basis. 

3.4.19 Smart grid technologies, including smart buildings and complete conversion to smart 

metering will be ensured to alter customer demand to reduce the overall cost of 

energy. 
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3.5 Enhancing Self Reliance 

 

Indigenous energy resources will be developed to the optimum levels to minimise 

dependence on imported resources, subject to resolving technical, economic, 

environmental and social constraints, with the objective of minimising the vulnerability of 

energy supplies to external situations and to attain a higher degree of resilience in the 

energy sector. 

Renewable energy resources will be exploited based on a priority order arrived at 

considering economics, technology and quality of resource.. 

3.5.1 Oil and natural gas resources of the country will be explored. Commercial scale 

exploitation will be strategically phased giving due consideration to higher future 

value and also possible use to derive energy sources of the future such as Hydrogen. 

3.5.2 Indigenous Mineral resources such as Thornite and other similar nuclear fuels having 

commercial resource potential will be explored, assessed and kept ready for 

development at appropriate time when conversion technologies are available.   

3.5.3 Availability of biomass will be enhanced by establishing dedicated energy plantations 

in prescribed biomass energy development areas. Commercial availability of biomass 

and biomass based fuel products will be encouraged  for utilisation in industrial 

thermal applications and household use. Processed biomass as a fuel source will be 

facilitated through efficient collection of existing resources, processing, value 

addition, storage  and nurturing  biomass supply chains. 

3.5.4 Improved biomass conversion devices for household usage offering convenience  will 

be promoted to retain the share of bio mass as a fuel used for cooking applications 

and to prevent migration to commercial petroleum fuels. 

3.5.5 Gradual diversification of transport energy in both rail and road transport from 

present oil dominance to electricity will be encouraged so that overall conversion 

efficiency is improved and option of using indigenous sources such as wind to 

generate electricity to cater to additional load added to electricity demand. 

3.5.6 A sizable fund will be channelled to the Sri Lanka Sustainable Energy Fund operated 

by SEA by diverting an increasing share of subsidies granted to fossil fuels and 

evoking provisions in the SEA act for charging a fossil fuel levy and resource royalty 

from renewable resources. 
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3.6 Caring for the Environment 

 

Natural environment of the country will be preserved and a meaningful response to climate 

change will be made by adopting appropriate low emission processes and mitigation 

measures employing the strategies:. 

3.6.1 Environmental impacts from energy facilities will be minimised and mitigated using 

counter balancing interventions such as carbon sequestration plantations. 

3.6.2 Impacts to the environment in the context of climate change from energy sector 

facilities in respect of development and operations will be minimised. 

3.6.3 Energy supply from cleaner sources and technologies will be encouraged to minimise 

harm to the local and global environment while taking into consideration the 

impacts on the national economy and the long term environmental benefits. 

3.6.4 Options which will offer possibilities to switch fuels to cleaner sources in generation 

facilities and transport sector will be kept open to benefit from energy price 

variations and reduced emissions. 

3.6.5 Indigenous petroleum and nuclear energy resources will be developed with sufficient 

environmental safeguards to the optimum level by encouraging market demand for 

such resources. 

3.6.6 Opportunities available in waste to energy will be explored and encouraged to 

mitigate the adverse impact on the local environment. 

3.6.7 National level plans will be made to utilize by-products from power generation that 

are having a commercial value such as fly ash and waste heat. 
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3.7 Enhancing the Share of Renewable Energy 

 

Energy supply from renewable energy resources in the country’s energy mix will be 

increased to reduce pressure on foreign exchange, as a means of engaging local community 

in the energy industry, attain sustainability and to promote the use of environmentally 

friendly energy sources employing the strategies:  

3.7.1 Larger scale renewable energy investments for power generation will be 

implemented through competitive bidding schemes to unlock larger market for 

renewables. 

3.7.2 Transmission infrastructure will be strengthened to improve absorption of larger 

scale generation from renewable sources. 

3.7.3 Distribution infrastructure will be upgraded with smart grid technologies to allow 

distributed generation and utilisation of renewable energy and to facilitate energy 

storage and automated demand response. 

3.7.4 Research will be conducted to overcome the adverse impacts of renewable energy 

absorption to the power system from intermittent sources such as wind and solar 

energy. 

3.7.5 Effective forecasting technologies for wind, solar and rainfall to be introduced so 

that optimum use of these resources could be realised.  

3.7.6 Small scale On-grid distributed and Off-grid stand alone applications using renewable 

energy will be encouraged as an economic development thrust through local value 

addition. 
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3.8 Strengthening Good Governance in the Energy Sector 

 

Good governance in all aspects of the energy sector shall be the guiding principle. A stable 

policy environment will be established and regulatory frameworks will be further 

strengthened to assure good governance in the energy sector.  

3.8.1 Remaining sub sectors in the energy industry will be brought under respective 

regulatory frameworks and robust implementation plans will be executed. 

3.8.2 Procurement of plant, equipment, crude oil and other fuels will be made through a 

streamlined competitive bidding scheme ensuring transparency and accountability. 

3.8.3 Capability of the energy sector professionals to meet challenges in the emerging 

competitive environment will be enhanced by facilitating exchange programmes 

between similar entities in foreign countries and cross posting within Sri Lankan 

sector entities. 

3.8.4 Data, information and knowledge procured and assimilated in the energy sector will 

be securely stored and retained for future use and will be treated as knowledge 

assets.  

3.8.5 A conducive environment shall be created for independent decision making in a 

transparent and accountable manner, allowing mobilisation of investment resources. 

3.8.6 Energy sector transactions will be reported by relevant entities to SEA on a fixed 

annual schedule, through a working group of officials from key sector institutes to 

ensure timely publication of the Sri Lanka Energy Balance. 

3.8.7 Indices which can improve the understanding of energy sector trends will be 

identified and included in national statistics to help evidence based decision making.  

3.8.8 Active engagement of citizens in energy sector will be promoted by awareness 

creation and education, targeting greater acceptance of energy sector projects and 

improved end user behaviour of energy services. 
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3.9 Securing Land for Future Energy Infrastructure 

 

Considering limitation to land having specific attributes that are required to develop certain 

technologies and considering the extensive financial losses incurred by the country in the 

past due to shifting of sites to locate power plants, strategic locations to establish future 

energy infrastructure will be earmarked and secured in advance to ensure timely 

implementation of such facilities and to minimise adverse social impacts.  

3.9.1 Suitable sites to locate future energy infrastructure such as coal, natural gas and 

nuclear plants, refineries and terminals to be strategically ear marked in advance 

following preliminary feasibility studies so that public can avoid using such sites 

resulting in minimal relocation and social impact at the time of actual development.  

3.9.2 Best sites to locate large scale renewable infrastructure such as wind and solar farms 

would be identified in advance and marked in a master plan so that they can be 

developed as large concentrated facilities in phases. 

3.9.3 Petroleum, gas pipe transport and backbone electricity transmission line corridors 

would be identified, giving priority to shared corridors for the benefit of national 

infrastructure planning so that any development within such locations could be given 

advance information to the public. 

3.9.4 Available corridors will be used to lay multiple transmission lines wherever possible 

3.9.5 All existing and future underground utility infrastructure including electrical, water, 

communication, town gas and petroleum should be made available in a common 

mandatory GIS database to facilitate optimal location of future underground cable 

routes and pipe transport traces.  

3.9.6 Roadside utility infrastructure corridors including electricity distribution, sewer, 

water, communication and gas supply shall be coordinated with transport 

infrastructure, in such a manner that clear demarcation of ownership, flexibility of 

maintenance, room for expansion is ensured. 
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3.10 Providing Opportunities for Innovation and Entrepreneurship 

 

Considering the vastness of the sector, opportunities available for R&D and local value 

addition in advanced technologies, Sri Lankan business and research community will be 

actively engaged in the sector to develop local entrepreneurship and research capacity: 

3.10.1 Role of electricity will be recognised as a dominant energy carrier of the future, and 

strategic ventures to utilise local resources in energy conversion and storage 

equipment will be nurtured as an industrialisation thrust.  

3.10.2 Novel ICT applications in the energy industries such as energy accounting, smart 

metering and intelligent traffic management will be encouraged. 

3.10.3 Sri Lankan engineering enterprises will be encouraged to engage in energy sector 

infrastructure development.  

3.10.4 Research and development on introducing, adopting and implementing new and 

emerging renewable fuel sources and efficient energy conversion and end use 

technologies will be promoted.  

3.10.5 Innovation will be facilitated by providing protection for intellectual property and 

safeguarding same until commercialisation and nurturing nascent technologies by 

financial incentives and tax benefits. 

3.10.6 Indigenous knowledge and capacities required for energy sector development will be 

realised. 

3.10.7 Smart grids will be promoted for effective utilisation of distributed and variable 

generation from renewable energy sources. 

 

 

 

 

 

 

 

 


