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Third Party Evaluator’s Opinion on
Assam Gas Turbine Power Station and Transmission Line Construction 1,2,3

S.K.N. Nair
Advisor
National Council of Applied Economic Research, New Delhi, India

Relevance

At project appraisal, the project objectives were fully in line with the aims and objectives
of the national plans for development of the region and the sector. The situation in this respect is
different now. This is because in the long interregnum between the initial appraisal of this project
and its commissioning certain changes that could not have been anticipated occurred.

These background changes have affected severa aspects. Most significant of these is the
excess generating capacity that came about in the Eastern and Northeast regions because of
implementation of expansion plans by other agencies — chiefly NTPC — and the low system demand
owing to larger political and socio-economic factors. Also, at the time of project appraisal, assured
off-take of al generated output was the norm; this is not so today and the Assam plant is at a
disadvantage to compete on price basis with large pit-head coa based stations operating in the
adjacent Eastern region.

India's northeast is one of the country’s regions endowed with oil and gas reserves; hence
the plant design, initially proposed to be fuelled by gas being flared in the course of oil extraction
was appropriate to the system needs. The replacement of flared gas by natural gas later does not
seem to have had adverse impact because natural gas prices applicable in the northeast (prices fixed
by the central government) are significantly lower than for the rest of the country. The differential is
around Rs. 2.00 per cu.m. On a consumption figure of 0.2426 cu.m per unit of electricity generated,
this tranglates to a cost advantage of Rs. 0.49 per unit for the Assam plant vis-a-vis Faridabad.
(However, the much higher transmission costs neutralise this advantage).

Impact

Apart from lower than envisaged system demand and reforms-induced flexibility in inter-
region power transactions, a third crucia factor that has adversely affected the effectiveness of the
plant is poor project implementation. Undoubtedly, the project was executed in very adverse (close
to ‘disturbed’) conditions in the state of Assam. But inefficiencies in procurement of plant and
services seem to have compounded the difficulties posed by the disturbed law and order situation. In
this respect, it islikely that the lack of previous experience of the beneficiary agency with respect to
gas based power projects was afactor. In the result, it is areality that it will be some time before the
goals set out while designing the project are realised. More than the introduction of *Availability
Based Tariffs' grid linkages to facilitate inter-region transfers will serve to speed up this prospect.

It is seen that the plant is well maintained and achieves a satisfactory capacity factor. On
the environmental side, while the gains envisaged from use of flared gas cannot be realised, the
stipulated emission norms are being met. Hence no adverse impact results.

In conclusion, a very positive political contribution may be noted. Given the remoteness —

17



geographical as well as from the national mainstream — of the region served by the plant, an
operational project of this nature serves as an instrument for overcoming politically divisive forces
that are active in the region.
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