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Policy Brief
Accelerating the Transition to Electric Three-Wheelers in Sri Lanka

1. Executive summary

Sri Lanka’s three-wheeler sector is central to mobility, informal livelihoods, last-mile connectivity and tourism. The
Department of Motor Traffic recorded 1,201,842 motor tricycles in the vehicle population in 2025.The current fossil fuel-based
three-wheeler fleet is not optimal for Sri Lanka, given its high fuel bill, exposure to imported fuel prices, air pollution, noise,
emissions and high operating costs, which directly reduce driverincomes. Transitioning to electric three-wheelers can address
many of these issues by lowering fuel and maintenance costs, improving roadside air quality, reducing noise pollution and
cutting emissions, while also reducing the country’s dependence on imported fuel.

The project on Mainstreaming E-Mobility Through the Conversion of Tuk-Tuks to Electric Vehicles, implemented by the Ministry
of Transport, Highways and Urban Development and UNDP, has successfully demonstrated the practical potential of
converting the fossil fuel-based three wheelers into electric three-wheelers and its associated benefits, including reduced fuel
costs, lower maintenance needs and emissions reductions.

However, scaling the transition requires an enabling policy, financing and risk-sharing environment. This includes clear
conversion and safety standards, battery quality assurance, charging and swapping infrastructure, affordable financing
products, insurance solutions, after-sales services, skills development, consumer protection, local assembly opportunities
and battery recycling.

Scaling electric three-wheelers could deliver significant national benefits, including reduced fuel imports of around USD 0.5
billion annually if the entire fleet was electrified, lower operating costs for drivers, new green jobs in conversion, servicing,
charging and battery management, and improved public health outcomes for passengers, pedestrians, roadside vendors,
school children and communities along congested urban corridors.

The transition should also be fair and just, ensuring that drivers, small operators and low-income users are not left behind, and
that financing, training and support mechanisms are designed to make the shift affordable, inclusive and sustainable.

To unlock the full potential of e-tuks, Sri Lanka needs an integrated regulatory and financing package that shares
risk across banks, lessors, original equipment manufacturer, battery suppliers, insurers, charging operators,
government and development partners.

2. Strategic rationale

Rationale Why it matters

Livelihood protection Three-wheeler operators are highly exposed to fuel-price, interest-rate and income shocks. E-tuks can
reduce this vulnerability by lowering operating costs.

Fuel-import reduction Transport is a major consumer of imported petroleum. Electrification reduces petrol demand and
improves resilience to global oil-price and exchange-rate volatility.

Climate and air-quality E-tuks reduce tailpipe emissions and noise. With cleaner electricity and solar-supported charging, GHG

benefits emissions can be reduced.

Green jobs, local industry Retrofitting, assembly, servicing, charging, battery diagnostics, recycling and digital fleet management

and just transition can create skilled and semi-skilled jobs, while targeting reskilling of the workforce

Inclusion and just transition | Targeted finance and training can expand opportunities for women, youth, low-income operators and
persons with disabilities.

3. Problem statement
Scaling e-tuks requires addressing a linked set of market, regulatory and financing barriers:

e Economic vulnerability: Many operators depend on leased or financed vehicles and are vulnerable to fuel prices,
interest rates, exchange-rate impacts, disasters and income interruptions.

e High upfront cost: New electric three-wheelers and quality conversion kits require substantial capital relative to
operator income.



e Battery and technology risk: Financiers and operators need confidence in battery life, warranties, safety, replacement
cost and resale value.

e Charging uncertainty: Savings depend on reliable, affordable and safe charging infrastructure

e Regulatory gaps: Technology standards, insurance, battery take-back, leasing and consumer protection rules must be
clear.

6. Learnings from the project on Mainstreaming E-Mobility Through the Conversion of Tuk-
Tuks to Electric Vehicles

E-tuks offer a practical and livelihood-supporting pathway for Sri Lanka’s transition to low-carbon mobility. The strongest early
value proposition is the reduction in operating costs for high-use operators, particularly taxi drivers and urban service
providers. The observed financial benefits to the operator are as follows

e On average a taxi operator saves around LKR 30,000/month in fuel costs.

e Average maintenance savings LKR 50,000/year.

However, these savings will translate into real affordability only if the wider market risks are properly managed. The challenge
is not limited to the upfront cost of the vehicle. Operators, financiers and customers also need confidence in battery life, vehicle
performance, charging access, after-sales service, insurance, safety standards and resale value

8. Financing, affordability, and risk sharing

Financing models for e-tuks should be designed as a risk-sharing package because affordability is affected not only by the
purchase price, but also by battery life, charging access, maintenance, insurance, resale value and operator income stability.
Rather than placing all these risks on individual drivers, the financing structure should allocate risks across banks, leasing
companies, original equipment manufacturers, battery suppliers, charging providers, insurers, and public and donor-backed
facilities. This can make e-tuks more affordable, bankable, and trusted by the market.

The current finance lease structure, with a regulated loan-to-value ratio of around 50% and a typical five-year tenure, limits
affordability of electric tuks for many three-wheeler operators. For e-tuks, loan to value (requirements should be re-evaluated
with a view to increasing the financeable share as far as prudently possible, given the strong fuel-cost savings and lower
operating costs generated by electric mobility. A higher loan to value, combined with a longer tenor and preferably a
concessional interest rate, would reduce the upfront contribution required from operators and allow repayments to be better
matched with monthly fuel savings. To manage lender risk, higher loan to value products should be supported by appropriate
de-risking measures, such as partial guarantees, deposit subsidies, battery warranties, insurance, maintenance
arrangements, or residual-value guarantees. This would allow e-tuk financing to improve affordability while maintaining
prudent risk management for banks and leasing companies.

Operating leases can improve affordability. Under an operating lease, a leasing company, fleet company or aggregator owns
the e-tuk and the operator pays for use. This reduces or removes the upfront deposit and allows the lessor to manage battery
degradation, maintenance, insurance and resale-value risk. For livelihood operators, provisions should be clear on battery
warranty, servicing, insurance, and end-of-term options such as return, renewal or buy-out.

Battery warranties or Battery-as-a-Service can shift battery performance risk to suppliers better able to manage it. Original
equipment manufacturer buy-back or residual-value guarantees can improve lender confidence in the asset. Charging-as-a-
Service can reduce infrastructure risk, while pay-as-you-save repayment caps can protect operators from excessive debt.
Pooled carbon revenue can then be used as a small support layer for MRV, battery reserves, interest buy-downs or inclusion
subsidies. A partial credit guarantee or first-loss reserve can reduce lender risk and encourage lower interest rates or longer
tenors.

Affordability of e tuks will come from well-designed risk sharing. Operating lease models, guarantees, battery
warranties, maintenance arrangements, charging access, insurance and pooled carbon revenue, can reduce
upfront costs, and improve adoption of e-tuks



7. Carbon savings, trading potential and use of revenue

Carbon savings are real and is a credible co-benefit, but not the main source of affordability. Each grid-charged e-tuk can
reduce approximately 1.68 tCO2 per year, while a mainly solar-supported e-tuk can reduce up to around 2.8 tCO2 per year.

However, the value per vehicle is modest. Carbon revenue should therefore be pooled at programme level rather than paid
directly to each driver. The pooled revenue can be used to cover MRV costs, provide a small interest-rate buy-down, support a
battery-risk reserve, replenish a first-loss reserve, subsidize solar or depot charging, or provide targeted support to women,
low-income operators and persons with disabilities.

Carbon credits can improve the financing package, but they will not make e-tuks affordable on their own. Their
best use is as a small but useful de-risking layer within a larger concessional finance or risk-sharing facility.

9. Regulatory package needed for scale

Financing will not scale without regulatory certainty. Sri Lanka has made important progress, including the cabinet decision to
amend the Motor Traffic Act to enable electric motor tricycles, including the battery system, and PUCSL’s regulatory framework
for EV charging stations. The remaining requirement is a complete e-tuk regulatory package.

Regulatory area Required action

Type approval and conversion Certified models, conversion kits, suppliers and workshops; post-conversion inspection

certification and roadworthiness certificate.

Battery safety and lifecycle Battery standards, identification number, warranty, state-of-health reporting, safe
replacement, take-back, recycling and second-life rules.

Charging and swapping Operational rules for home, depot, public, solar-supported and swapping models; tariffs,
safety, metering and data sharing.

Insurance Guidance on battery cover, fire risk, theft, converted vehicle valuation, total loss and
operating lease arrangements.

Financing and leasing Standard contracts for loans, finance leases, operating leases, battery-service agreements
and carbon-rights assignment.

Consumer protection Transparent total-cost-of-ownership disclosure, warranty disclosure, grievance redress and
simple repayment terms.

Data, MRV and carbon rights Mileage, charging, battery and emissions data protocols; consent for data use; benefit-
sharing and double-counting safeguards.

Local authority rules E-tuk stands, parking, charging locations, feeder routes, tourism routes and municipal
service use cases.

Skills certification Accredited technicians and workshops for high-voltage safety, battery handling, charger
installation and first-responder awareness.

14. Policy recommendations

1. Promote risk-sharing finance models rather than ordinary vehicle lending: This can make e-tuks more affordable,
bankable and trusted by the market.

2. Introduce operating leases for high-cost new e-tuks: Operating leases can reduce deposit barriers and transfer battery,
maintenance and residual-value risks to professional lessors and original equipment manufacturer.

3. Make certification and warranty mandatory: Only certified vehicles, conversion kits, workshops and battery systems
should be eligible for concessional finance or public support.

4. Pool carbon revenue at programme level: Use carbon revenue to develop and operationalise MRV system, battery-risk
reserves, first-loss support, interest buy-downs or inclusion subsidies, rather than small individual payments.

5. Link charging with renewable energy where practical: Solar-supported depot charging and battery storage can improve
emissions performance and resilience while reducing grid stress.

6. Prioritize inclusion and livelihoods: Target full-time livelihood operators, women, low-income drivers, persons with
disabilities, youth, tourism corridors, feeder services and municipal use cases on a priority basis.

7. Ensure a just transition through workforce reskilling. The e-tuk transition should support the current workforce,
including mechanics, drivers, and service providers, to move into the EV ecosystem through targeted training



Sri Lanka should promote e-tuks as a low-carbon mobility, livelihood and economic opportunity. The transition
requires a coordinated regulatory, financing and risk-sharing shift that makes e-tuks safe, affordable and
bankable.
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