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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 

Risk Description 
Risk 

Assessment Mitigation Measures or Risk Management Plan 

Public Financial Management 
Insufficient cash generation 
by CEB to fund its 
operations due to  
(i)  an increase in fuel oil 

cost and reliance on 
high-cost oil-fired 
electricity generation,  

(ii)  delays in 
commissioning lower-
cost generating 
capacity, and 

(iii) tariffs set below the cost 
of supply 

High to 
medium 

Progress on energy sector reforms, including an independent 
energy sector regulatory framework, rationalization of tariff 
structures, and internal structural reforms in CEB; improving 
CEB’s corporate financial management; and commissioning of 
low-cost generation, including from hydropower and other 
renewable energy sources. The independent regulatory 
framework is now functional. 

The government remains committed to power sector reforms. 
Under the Sri Lanka Electricity Act, 2009, all tariffs must reflect 
costs; the Treasury will bear the cost of any government-
approved subsidy. The government increased retail tariffs in 
January 2011, and introduced a fuel adjustment formula for 
certain customer categories in February 2012; further tariff 
increases followed in 2013. The government has also 
converted CEB’s long-term debt into equity. It aims to increase 
supply capacity and low-cost generation, including from 
hydropower and other renewable energy sources. 

Procurement 
Cost escalation as a result 
of delays in project 
implementation 
(procurement, consultant 
recruitment, and 
construction) due to 
delayed government 
approvals, resulting in 
higher project costs 

Low The risk will be mitigated through close supervision by the 
government’s steering committee and ADB, open and 
transparent competitive bidding, proactive project 
implementation, advance contracting, and inclusion of physical 
and price contingencies in the project cost estimates. 

Others 
Delays in generation and 
transmission investments 

Medium Timely implementation of CEB’s long-term generation and 
transmission investment plans. 

Unexpected increase in the 
prices of commodities and 
raw materials 

Medium Physical and price contingencies are included in the project 
cost estimates; and project implementation will be timely. 

Overall Medium  
ADB = Asian Development Bank, CEB = Ceylon Electricity Board. 
Source: Asian Development Bank estimates. 

http://www.adb.org/Documents/RRPs/?id=49216-002-3
http://www.adb.org/Documents/RRPs/?id=49216-002-3

