Guideline for Graphite Industry Development in
Kahatagaha, North Western Province, Sri Lanka

1. Executive Summary

This document presents a strategic guideline for the development of the graphite industry in
Kahatagaha, North Western Province, Sri Lanka. It leverages the region's unique high-purity
vein graphite deposits, analyzes global market trends, and integrates national policies to
propose a sustainable and value-added development pathway for the sector.

2. Introduction

Sri Lanka is globally recognized for its exceptional vein graphite, with the Kahatagaha mine
being a prominent source. This guideline aims to provide a comprehensive roadmap for
stakeholders to maximize the potential of Kahatagaha's graphite resources, focusing on value
addition, sustainable mining practices, and integration into the global supply chain,
particularly for emerging technologies like electric vehicle (EV) batteries.

3. Kahatagaha Graphite Mine: Overview and Potential

3.1. Mine History and Production

The Kahatagaha Graphite Mine, located in the Kurunegala District of the North Western
Province, has a long history of operation, dating back to 1872 [1] [2]. It is one of the largest
and deepest mines in Sri Lanka, reaching depths of up to 2000 feet (610 meters) [3] [4].
While production has fluctuated, the mine is known for its consistent output of high-quality
natural vein graphite.

3.2. Quality and Characteristics of Kahatagaha Graphite

Kahatagaha graphite is renowned for its exceptional purity, often exceeding 99% carbon
content in a fully crystallized form [5] [6] [7]. This natural high purity is a significant
advantage, as it often requires less primary processing compared to other graphite types [8].
The graphite is found in various forms, including needles, lumps, and rossets [7]. This high-
grade vein graphite is a critical mineral for clean energy technologies, particularly in battery
applications [9].

3.3. Reserves and Future Potential

Sri Lanka's vein graphite deposits are extensive, with Kahatagaha being a key contributor.
The high crystallinity and purity of vein graphite make it highly attractive for various



industrial applications, and there are significant opportunities for further exploration and
sustainable extraction [10].

4. Global Graphite Market Trends and Value Addition
Opportunities

4.1. Global Demand for Graphite

The global graphite market is experiencing significant growth, primarily driven by the
increasing demand for lithium-ion batteries in electric vehicles (EVs) and energy storage
systems [11] [12]. The global EV battery deployment reached 1.2 TWh in 2025, a substantial
increase from previous years, indicating a strong future for battery-grade graphite [13]. The
ultra-high-purity graphite market is projected to grow from USD 0.87 billion in 2025 to USD
1.43 billion by 2030 [14].

4.2. Value-Added Graphite Products

Spherical Graphite: The most significant value addition opportunity for Kahatagaha
graphite lies in its conversion to spherical graphite, a critical component for EV battery
anodes [15]. While China currently dominates over 80% of the spherical graphite processing
capacity, Sri Lanka's high-purity vein graphite offers a unique advantage for direct processing
[16] [17]. Companies like Ceylon Graphite have successfully produced high-performance
coated spherical vein graphite for lithium-ion battery anode materials from Sri Lankan vein
graphite [18].

Graphene and Graphene Oxide: Sri Lankan vein graphite can also be used to produce
graphene and graphene oxides, which are highly valuable materials with diverse applications,
offering significant value addition (over 1000 times the value of raw graphite) [19].

4.3. Processing and Purification Technologies

For battery-grade applications, graphite requires purification. Both chemical and thermal
purification processes are employed. While thermal processing can be more expensive,
chemical purification using acids like H2SO4, HNO3, and HCI is a common method for
impurity removal [20] [21] [22]. Research indicates that vein graphite from Sri Lanka does
not require primary processing due to its high in-situ grade, simplifying the value addition
chain [8].

5. Policy and Investment Framework in Sri Lanka

5.1. National Mineral Policy

Sri Lanka is actively developing a national mineral policy aimed at upgrading mining
techniques, maximizing mineral values, and reducing environmental impact [23] [24]. This



policy seeks to attract investments, streamline licensing, and strengthen governance for
sustainable mineral resource management [25]. The policy emphasizes value addition before
export to support industrialization and reduce reliance on raw material shipments [26].

5.2. Government Initiatives and Investment Incentives

The Sri Lankan government, through the Ministry of Industries and the Board of Investment
(BOI), is actively promoting investment in value-added mineral projects, including graphite
[27] [28]. The BOI offers various incentives, such as tax concessions and duty exemptions, to
attract high-quality investments [29]. Strategic Development Projects (SDPs) are particularly
encouraged, offering corporate income tax holidays of five to ten years [30]. The Cabinet has
approved value addition projects at the Kahatagaha Graphite Mine under public-private
partnerships (PPP) [31].

5.3. Regulatory Framework

The Geological Survey and Mines Bureau (GSMB) is responsible for regulating mining
activities in Sri Lanka, including licensing [32]. All processing and value-addition activities
must comply with Sri Lankan laws, environmental standards, and industrial safety
requirements [33].

6. Recommendations for Graphite Industry Development in
Kahatagaha

6.1. Strategic Focus on Value Addition

* Prioritize Spherical Graphite Production: Establish facilities in Kahatagaha for the
production of high-purity spherical graphite from the locally mined vein graphite.
This will capture significant value from the EV battery market.

* Explore Graphene Production: Invest in research and development and
commercialization of graphene and graphene oxide production from Kahatagaha
graphite, leveraging its unique properties.

6.2. Investment and Infrastructure Development

» Attract Foreign Direct Investment (FDI): Actively promote Kahatagaha's graphite
potential to international investors, highlighting the high purity of the resource and the
government's supportive policies and incentives.

* Develop Dedicated Industrial Zones: Establish a specialized industrial zone in or
near Kahatagaha, equipped with the necessary infrastructure (power, water,
transportation) for graphite processing and value addition.

* Public-Private Partnerships (PPPs): Encourage PPP models for the development
and operation of value-added graphite processing facilities, as already approved by
the Cabinet for Kahatagaha.



6.3. Sustainable Mining and Environmental Management

* Implement Best Mining Practices: Ensure that all mining operations at Kahatagaha
adhere to international best practices for safety, environmental protection, and
resource conservation.

* Environmental Impact Assessments (EIAs): Conduct thorough EIAs for all new
mining and processing projects to mitigate potential environmental risks.

*  Waste Management and Recycling: Develop robust waste management systems for
mining and processing by-products, exploring opportunities for recycling and reuse.

6.4. Human Capital Development and Research

+ Skill Development Programs: Collaborate with vocational training centers and
universities to develop specialized training programs for graphite mining, processing,
and advanced materials manufacturing.

* Research and Innovation Hub: Establish a research and innovation hub in the North
Western Province focused on graphite and advanced carbon materials, fostering local
expertise and technological advancements.

6.5. Market Access and Promotion

* Global Market Linkages: Facilitate partnerships with international battery
manufacturers and technology companies to secure off-take agreements for value-
added graphite products.

* Branding and Certification:Develop a strong brand for
Sri Lankan vein graphite, emphasizing its unique purity and sustainable sourcing.

7. Conclusion

The Kahatagaha graphite mine represents a significant national asset for Sri Lanka. By
strategically focusing on value addition, attracting targeted investments, implementing
sustainable practices, and fostering human capital development, the North Western Province
can transform its graphite resources into a thriving industry, contributing significantly to the
national economy and positioning Sri Lanka as a key player in the global advanced materials
market.
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