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Chapter 2 
 

2 OBJECTIVES AND METHODOLOGY 

2.1 Objective 

With the introduction of new tariff proposal in year 2013, extensive public 

discussions were originated among several forums and levels of the society. And 

further, it is connected with the production methods, substantial rain fall experienced 

in last few months where all water hydro production ponds are spilled over which 

can lead to a reduction of prices etc.  And further, according to the long terms 

generation plan proposed by the Ceylon Electricity Board, it proposes the sources of 

electricity generating sources which has been planned in future as well. Though it 

clearly states the production plan of electricity, there is no indicative mechanism 

which talk about what would be the variation of the electricity prices in future rather 

saying in general that with the introduction of cheap sources such as coal, it will 

reduce. But, how much it will reduce, is it a significant value which shows a clear 

reduction in living cost of general public and production prices of manufacturing 

firms. Can an investor make a sound decision on investment? 

The primary objective of this study is to answer the particular questions raised, by 

estimating the future electricity prices in future considering the future demand, 

proposed generation methods in future and volatile nature of the fuel prices utilizing 

in the electricity generation of the country. 

As discussed in the previous chapter, major contribution factor of the Electricity 

Price is the generation cost. And further considering the fact that, electricity prices 

has a significant impact on living standards of the general public, price of the 

electricity has an influential factors emerging from the political arena which does 

not have a direct impact to the real electricity price which cannot be predicted either. 

Considering the above facts, the ultimate outcome of this study will be the 

production cost of electricity at the point where it is served to the customer. 
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2.2 Methodology 

In deriving the above objective in reality, following inputs were taken into account. 

 

 

  

 

 

 

 

Figure 2.1: Action Plan 
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i. Identifying Electricity Generation Plan for future 

Since Ceylon electricity board (CEB), holds the sole authority of generating 

electricity for the country, the long term generation expansion plan proposed by 

them from 2012 to 2032 is considered as the base input for identifying power 

generating sources and proposed investments in future in for power generation. 

ii. Identifying Future Electricity Demand 

Since this study focused on the time period of 2012-2025, variation of the electricity 

demand is identified for the particular period. 

iii. Hydro Generation capacity forecast 

Capacity of the hydro power generation will be subjected to the water capacity 

available in the water tanks which is depends on the annual rainfall for that 

particular period. Relationship between, rainfall and hydro production will be 

derived and based on the derivation, hydro power generation capacity will be 

forecasted. 

iv. Identify forecasted fuel prices 

Subjected to the Long term generation plan proposed by the CEB, future prices of 

the thermal power generation sources will be identified. 

v. Calculation of Electricity Prices 

When the basic information is collected as discussed above, then the electricity price 

(production cost) at the stage where it is supplied to the consumer will be calculated 

for the period of 2013 – 2025. 

 

 


