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Fil¢ No. O- 1002511072005 () T (-hV
Givernment of india’
Ministry of Petrolenm & Natural Gas
27" June 2007
Shastri Bhawan, New Delhi
To _ :
e _ | | : |
LHGH :
MNew Delhi.
‘Subject: 7(1) S Poliéj' fﬂr merger of Explor: ation ]‘Phases under NELP- 1L &
NELP-IV  (shallow and Decpw'lter Blocks} Production sharing
Contracts.
3] Pohcy for. Substxtutlon of qdd1t10nq1 metreage drilled in
Dccper wells against total inctreage con1m1tment as part of minimul
W'ork Programme (M‘\r ’?) in the Production Sharing C(mn acts
‘ _Sir;
- am d;ra«*ted {0 refer to two proposals rece ved from DG ml—d;dﬂlo smstitﬁtion '
ot additional metreage drilled in Deapa‘f Wells against total metreagc commxtmmt in
wells comprising part of Minimum Work Prowra*ﬁm&. (MWP) for R]—ON/G_ & K.G-OSN- |
1001/ Blocks. Alse refer to the proposal submitted by DGH. for grant of Expl(ﬂ-ration
'\*.biida_\“ o Coniractors opera ting the offshor® Blocks under NELP- & I\ET P 2V oon
account of non-availability of the offshore 11gS due to tight market COl‘ldlthﬂS.
) W i_i'ﬁ a vié\-r;"[kn"'coxlsidcr-- such proposals on uniform & transparent criteria, e
_Go_ve;'n_lmm ‘.j.as_formu‘latsd the foﬂowin_g policy guidelines:
’ (1) Paligy-tor merger of Expleration Phases. under NELP-1T & NELP-1V (shaliow and
b Deepwe ater Blocks) Production sharing Contracts- Policy UMerger/2007.
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(7) Pol icy for Substitution of additional metreage drilled in Deeper Wells against total
metreage commatment as part of minimum Work Programme (MWP) in the

~Production sharing Contracts” _Polu_:_\-'. II!SubstltutlonIZOO?

Copiéslof these tWo Policies are enclosed for ready rcference

These Policies may be circulated amongst the various Compames operatmg under
Production sharing Contracts in India and they may be informed that this should be kept
in mmd while seeking subst1tut10n of work programine and/or seeking extension of ime
of Expioratton phase due to non- avaﬂa‘blht}f of offshore rigs, as provided in the

respective policies.

DGH is also authorized to decide and grant approval to nroposals, presently
pending or to be received from Contractor parties, stnctly as per the terms and
- eonditions stated under the extant policies. Further, DGH may submit a monthly report
to the Ministry regardmg the number of Apphcatmns received, cases decided/ approved
as per the.respectwe policy, cases pendmo and Applications not apmoved by DGH with
speciﬁc 1easons fo.f'thc same. Any proposal involving exception / deviation 1o the policy

euidzlines shall be sub1 aitted to tﬁc Government for a deciston. ftis r"urther clarified thal

S

the Govemment shall have the ovemdmﬂ right to amend or approve any proposal

_rwewed against demsaon of DGH from an ag grieved Contractor on subsmutmn of WOLk

Programme Of extension of time Of exploration phase due to non- avambihtv nf the

offshote rigs. .

The receipt of this letter may kindly be acknowledged.

Yours faithfully,
W
.G George)

Under Seeretary to Government of India
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" | E_"o{icv I/ Merger { 2007

' POLICY FOR MERGER OF t\l’LORATIO\ PHASES UNDER NELP-IIL &
 NELP-V (SHALLOW AND DEEP WATER BLOCKS) PRODUCTION

SH}%‘R{NG CONTRACTS

The Government ‘of India has mgm.d 23 Production Sharing Contracts
(PSCs) under NELP-IH and 20 PSCs under NELP-TV respectivety, which are
currentl} V’ﬂld and are mostly in phase-1 of exploration. Out of these, 15 & 10 PSCs
respectively are in’ offshore areas. These contracts generally provide for 3
exploration phases with phase-1, 11 & T comprising of 7 years (3+2:+2) for shallow
water blocks & 8 years (4+2+2) for deep water blocks. The PSCs also provide for a

walle out option at the end of every phase, with the provision to relinquish 23% of

the Coniract area at the end of the each phases ~1 & 1L

2. There is a worldwide supply and availability crunch for offshore dgs. Ithas

 been examined that the tight rig position is, particularly, impacting drilling activities

(gererally in Apiil 2006 for shallow water blocks and April 2007 for deep wall
Llocks in MEUP-I of would be expiring within the next 10-12 menths Sor MELa-

thratal

(V. In case of NIELP-III offshore blocks, even extension periods granted under the

B
g

axtension policy ate coming to an end shorily.
3. The PSCs provide for m'nimum work comnmmﬂms to be camed out by
cotifraclors in each phase of e\plorallon The non—compleho: of !Hc cr‘-nunumu

work PIOgTamime within the scheduled time as specmed in PSCs has qeveia&

7 ﬁndncnl uuphcatmns for the Contractors by way of payment of liquidated damages

for the urmmshed work programume, to the Government. Further, the extenstot
paisy. ‘so stiputates the cash payment of 10%—30% and bmnk'buamntees Erom Sf_‘{"‘g_’-'_-w
100% lor unﬁmsh-=d worl plovr'lmme (s to be pﬂld {0 the Government for granting

extensions of \dnouc r}enods upto 18 months, beyond the time specilie d in the

PSCs.

4. nGH had recommended the following propesal o ‘the Government 10
address the unforesesn situation of non-avaitabilily of offshore rigs in

international market:

‘in case of NELP-NI & IV blocks, as their explotation phase-1 is either over
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To merge the duralion of C\D]DT‘UL‘.»'] Phase-1 and Phase-11 of NELP 1TE&

=

[V offshore Blocks into a new phase 10 be called as Phase-l and (o werge
the MWP of Phase-1l and Phase-11 10 be called Phase-11.
(i)  The total e,\iplo'rali'én'peﬁod il remain seven years for shallow water

and exght vears 10r deepwater.

5. DGH has primanly recommended (he merger of phases due (o non-

availability of offshore rigs on the analogy of relief given by MMS, USA n case of

| areas (leases) operate_d by companies 111 Gulf of Mexico. The MMS order provides

the following'conditions:
“Suspensions of Operations (S00) will be considered to allow time for the
first available rig to commence operations, provided & drilling contract has
been executed prior fo lease expiration. The SQO reciuest niust include:
(=) full details, with supporting docurnentation,
demgnstrafing that a timely yig sem'c.h was performed,
(1) verification that a rig contract has been executed prior .ta

lease expiration, and

() the anticipated date for {he 1ig to arrive ou locafion and

commience operations.”

6.~ Accordingly, Government has now decided to adopl ihe following

transparent policy with regard 10 merger of exploration phases for NELP-IT & TV

blocks: ' _ ' L e
Q)] To merge he period of existing ph'xcr—: I éL I o be: v wnell as the New

Phase-l and merge the minimum work programmv \\X\VP) of ewtmg

p'nase—II & 11 nto a New Phase-Ii to be completed in the penod :

. ‘_____prowded for the B\iSUHO phase—IH This will be applicabie in case of

offshore blocks of NELP- IH & IV. Hoéwever, before the nierg ed period
~of the erstwhile phasmﬂ commences the Qontrm,1ox has 1o avall 18
~months e,\h;nsmn n terrns of extant extension policy.

(i) The contractors who have 3}readv en!ede 1nto expiora‘uon ph_sn I or
who have only seismic work programme and no dritling commiilment in
phase-1 will not be cover ed under this dispensation.

(itd) 'flle conlmcto.'rs who avail of llus dispensation would be required 1o

relinguish 50% ol the area at 'ihe‘end of new exploration phase-1.
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(iv)

(v)

(vi)

(vil)

(viii)

{xi)

in the new Dxploration Phase-] & 1, will . be :)ovarmtd- by i

{0:}

This new scheme will be optional and availablz (0 those contraciors whe
are presently in the phase-l of have not relinquished their blocks afier
completion of phase- | Contractors will be given 60" days time from the
date of announcemem of this dispensation 0 exercise the option. They
would also be required to give consent to all the provisions of the new

dispensation.

“The conditions stipulated by MMS, USA, as enumerated in para 3 will be

made applicable and its compliance should be ensured / venfied by
DGH. |

Other PSCs of dif‘fereni‘ biddihg rounds including pre-NELP PSCs,

contracted prior to NELP- X which are presently in Exploration Phase-

J/,ﬂ
and facing similar problems of shortage of offshors ngs ae also

approved for this dispensation.

In case the confractors complete MWP of phase-1 earlier than the new
phase[ period, they shall be allowed to either enter into the next new
phase~H and remaining period may. be added to new ph35P [[ or
undertake additional work programme in the remaining period of the new
phase-1, 1o be set off from the new phaée-ll in accordance with PSC
provisionsl. ' ' '
The coniraclors once elect the opt stion under Uis. dispensation, hed
subject to the compliance of terms and conditions of the E\teusmll’ olicy

and compliance ol terms and conditions for merger of exploration phases

e

dispensation. DGH shall ensure tirhely compham:e of the ering and

L

conditions by the contractors.

Tx)y o
. _(‘\')

Oiliar et and Eonditions of PSCs shall remain unchanged.

commctors bivu [o opt for Hus new dlSpGnSullOH E“ch monih, DG,

Lo

CDGH will send a monthly stalernent on the latest status of these blocks.

under the new dispensalion.
Anv other conse squential  issue, which may arise during the

implementation of this dispensation shall be decided by the Government.

DGH shall monuor the progress of the \\orl\ programme, 9t
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