File No. 0-19025/4/2007-ONG DV
Government of India
\'Ilmstry of Petroleum & Natural Gas

i

17" Deécember 2007
Shastri Bhawan, New Delhi
To
The DG
DGH .
AFNOIDA, UP.

a\
N

Subject: . (1) Pohcy for determmatmn of cost of unfinished Mmimum Weark
Procrrammefccmmltted work programine for Exploration

Blocks under Pre-NELP and NELP. Contracts .
@) Policy for extension of Exploration phascs for exploratmn and

Production under Coai Bed Methane contracts

S ) A r

I am dlrected to refer to proposals reccwed from DGH regardmg payments made
by oontractors towards unﬁmshcd work programme uider vanous exPlorauon blocks I

am also d}rected fo. re:fer to ‘the DGH proposals seekmg extensmn of exp]oratlon phases
iinder coal bed methane contracts

~Goverment has formulated thc followmg pohcy guldclmes

B Wlth a L View, 1&(;0331(161 suchproposals on umfor:m. &-transparcnt cntena, the -5 I

\

) Pohcy for determmanon of cost of unﬁmshed Mxmmum Wo:k .

Programme/comﬁuﬁod work pro gramme for E‘xplomﬁon Blocks . under

Pre NELP and NELP Contracts {(Policy HI/Detex'mm:mon of cost of Un-
finished minimum werk progmmmefz%’]}

(2) . Policy for.extension of Exploration phases for exploration and Production” =~ R

‘under Coal Bed Methane contracts (Policy IV/CBM extension/2007)

. 5
~ Copies of these two Policies are enclosed for readv —~-=-ce,

33




These Policies may bc circulated amongst the Companies operating Production
sharing Contracts in India and they may be mfonncd that these guidelines should be

: observcd for determmmg the . amount  for un-finished work prograrmne on
rehnqurshment of the blocks and for seckmg extension of time for Exploratlon Phases

under CBM contracts.

The exxstmg CBM contracts in whlch exploration phases have not been extended

beyond 6 months in view of formuIatlon of policy guidelines, may be reviewed and o

recommendahons forwarded to Im_[_ustry based on meiits of the case, after complying

with the termis and conditions of the policy.

DGH 1s also requested to review all past cases where contractors ha.ve madc
prow<'10nal payments to govcrmnent towaxds un-finished mmmmm work programme, mn
'accordance with thls pohcy and sub[mt a proposal to Ivhmstry in order to ensure that the
pendmg cases may - be resolved Wlthln the time frame gwen in the pohcy DGH is also
quested to ensure that if there 1s delay in payments for un—ﬁmshcd minimum work . :'._ b

Drogramme beyond the time spemﬁed as per relevant arhcle in PSC, the contractor

—— e
deposits 1 the amount with mterest at the ratc spccuﬁed in thc Accounting procedure to :
PSC. . ‘ L L : §o e S

v "} . S
et T T T AT — T T ——— *_.__4‘—_‘.,__.#

The rec;é_ip_t of this Jetter may kindly be a(}knavkledged‘, |

Y ours faiihﬁllly,

Showws.

' - L [}\C’ (Sunita Sharma)

Under Secretary to Governuieiit of ladia
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Policy. II1 / Determination of cost ofUn—ﬁnishgd minimum work pro ramme/ 2007

Policy for dctcrmmahon of cost . -of unﬁmshed Minimum Work Programme/

committed work programmc for E)Lp}oratmn Blocks under Pre-NELP, and NELY
Contracts ' .

A

" The Govemment has &gncd vanous Production Sharing Contracts (PSC) dunng

pre- NELP and NELP rounds whlch provldc a commitment on the part of contractor to

carry out muu,mum work programme (IVIWP ), as spemﬂed in various exploration, phases.
The PSCs. s1gned till. NELP v emusagc three (3) exploration phases and those sipned

~ under NELP Vi cons1st of two cxPloratwn phases The work programme bld by thc

co_mpames i, sup};latcd as comn:ntied work prog;rammc in cach of the explora‘non phase,s

of the respective PSCs. Under NELP—VI PSCs, the committed work progammc also

iricludcs mandatory work-progfamme in _addmon to the work programme bid by the

contractor

2. The spcmﬁc duration of each of the exploratlon phases 1s prOVlde in the PSCs.

For onland and shallow water blocks 1he ma}umum dmanon of cxploratlon phases 1S 3

years, 2 years and 2 years for ‘phasei hie and o respectwcly w1th the total period not to

exceed 7 ycars  In case of decpwater d ﬁ:onhet area blocks generally the duration of

phases is 4 years 2 years and 2 years- respectlvely ‘mth the total pcnod not exceedmg g

Ty ear’s‘-—Uﬁc}crNELF’W—PSCs-fthe-explorahon penod is dm.ded into two

phases of 4 years and 3 years respectwcly in case. of 0n1a.nd and shallow watcr blocks and ,

5 'years and 3 ycars respectwely in case of deepwat T and fronner area biocks Howcver

the duratlon of these phases is sub]cct to any ex‘tenswn

to the. provisions;_ _0_5 ,,ﬂ?‘?__PS,.C__§__9F_‘ﬁa:?_'___}?ef the extension policy formulated by the

Govcmment

. The PSC& oenerai y_ have an cxtérision" clause which*‘prov-i

exploratxonpha_sc by 6. months with set- off from the next exploration phase, with the,

approval of Management Comrmttee or the Govemment as the casé may be, 10 complete

MWP. It also provides for an extcnsmn of 6 months to carry out addmonal cxploration

programme. Moreover Contractors have becn seekmg extensmn in exploration phases

ploranon'j

grantcd by Government pursuamﬁ :

(x\
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' oraer to ensnre that they complete its minimum work commitments.

boyond the timelines specified in the PSCs which are -be-ing governed by the extension
pohcy approved by the govemmont .

4. In case the contractors do not fulfill the minimum work programme/committed
work programme wrthm the shpulated penod they are required to pay money for the un-
finished mmlmum worL programme if any, 1o thc Govemment and while dctermlmng
the said amount, it is provxdcd under the PSC that all available relevant information
rncluding the buldgot and‘ modern oili field and petroleum industry practices are to be
taken into account. ' ) _

5. Tt has been abserved that recently few contractors have relmqmshed Blocks by
deposrtmg the money towards un-finished work programmo w1th the government. The -
amount has been calculated and pmd by contractor based on certam assumpnons about

dnlhnv .depth; cost- oalculanons bascd on dry well prmcrple drilling rates on day-rate

basrs ( as different from metro rate’ basrs) drawn from mlmmg contracts of dnlhng and

services etc. It is also obsetved that these assumptions are vulnerable to dlffcrcnt

mterprotahon as per PSC prov131ons Since large stakes of ‘the Govcmmcnt are mvolved

- a transparent ‘and cons1stont pohoy has been framed by the government for detcnnmatlon

of amounts towards unﬁmshed work programme . in line w1th the PSC prov1sxons

~ Besides, the policy or_msagos that thc amount defermined should be such o as not to-

_ pcnahzo the contractor and at the same time it must act as a deterrent’ for contractors in

%
"th—_abovc:objocuves thP—follomg‘pohoy‘-h‘as %een"ﬁ‘amod ~wiich wﬂl T}e

followed by contractor parhes whﬂe dctermimng the amount of un -finished., work
programme and deposmng the samc w1th the govommcnt '
(i) The cost of unﬁmshcd Work Programme relating to an- exp!oratory
well will be deterrmned on dry well principle.

"(ii): "~ The well depth- commmed by companies under minimum- work

& e
1

orocrarmno (MWP) will | be censidered for-purposes' of -computlng e

cost of un-ﬁmshed well "as ilus has been the criterion for evaluating
the. bids and award of the blocks

(i)  Well cost. will be calculated by computing the number of days :

P
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(v)

Vi)

(i)

e

policy. The Geo- Technical order of the well and data of related wells

will be taken 1nto consxderahon for estimation of drilling time. |
-

The well d331gn for Wﬂl be similar to the wells

- drilled 1 m the same Block Ifno wells are drilled in the same Biock, the

. well demgn will be sumlar to weils in net ighboring ! blocks.:

" The day rates wﬂl be oons1deted from the. valid running contracts for
Rigs, Servxces and Consumables. .DGH will be maintaining the cost
data for each of the exploratxon aclivities, separately for different

,areés/reglons based on the current prevailing market conditions,

- which | will be rev1sed every six months with the approval of the

Governmqnt. In case the computed rates of the un-finished work

| programme by the contractor ire lgwer than the cost data bank

maintai'hcd‘ by DGH, the" ‘amount  towards un-finished  work

progranﬁn‘c will be recovered from Companies on basis of cost data
of DGH

In case the contractor uscs captwc ngs and services for its operaﬁons

- the amount of un-fmlshcd wotk programme W111 be determined on
. basis of prevallmg smarket rates m the same area/basin and DGH will

verify the amount with! the figures of cost data mmntamcd for each

area/basin. '. '

t):(%@— stof cach.actiity-eEun= "'_lédéwmkprdgfamm Wﬂwe“t’%immdf

as per format grvcn in Appendjx -H of model PSC,

2-D & 3D D sclsmlc costs wxﬂ be computed based on prevaiﬁng ,iates in

the area for acqu1s1t10n, prowssmg “and mterpretauon and will not be .

- less {han thc cost data of DGH.

'[he competcnt authonty 1o approve the final amount toward wn-

P

) _‘_‘ﬁmshed work programme wﬁl be the GO\ emment based on’ ‘the

proposal recew..,d from DGH.
In blocks, whete prov151ona1 payments have already been made by the
contractors to the Govemment, the amounts for unfinished work

 programme will be calculated and finalized in accordance with this

)
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poii_cy and the .c0ntrag:lprs will make the balance payments,'if -any, 1o

g . +" the Government within a period of 15 days from notification of the
. ‘amounts so détermined expcditimsly.

(xi)- Any. goné_étiﬁgtmiql issue, arising out of the implementation of this

policy, will be decided by the Ministry of Petroleum & Natural Gas. s

- ‘-———-.-;.—*- i T - = -—7-:—‘“‘ —— _:_:_:: n ___ﬁ_- - . .l E_‘ _ ‘i —— RTINS
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Po_l-ic_v I\__/l CBM. extensionl?.()()'l ‘

P

POLICY FOR EXTE\ISION OF EKPLORATION PHASES FOR K EXPLORATION
AND PRODUCTION UNDER COAL BED METHANE CONTRACTS

The Gove,mmcnt of India- has sxgned 26 contracts for exploration and product_ion
of coal bed methanc under three rounds of CBM which are éurrently under various stages
of exploration. These. havc been signed within the framework of Coal Bed Methane
Pohcy (CBM) and gene:rally prov1de 6 months extension in each of exploration phases &
11 to complete the unfunshed Minimum Work Programmc (MWP) with the approval of
Steering Commlttee The objectwe of the CBM pohcy has been to shmulate exploratlon
and productmn of coalbcd methane in the country.

2. In the past; a number of proposals seckmg "extension in the éxplof:iﬁéﬁ phaSes
have beent recewed by the Govemrﬂent from contractor parties citing NUMELOUS 1easOns.
The main reasons for seekmg CXtﬂuSlOIl in Exploration Phases are:
Cy Delays in gemng cnv1ronmental cleamnce from the State/Govemment
authonucs . _
» Procedural delays in acqmsmon of land for pérforménce ﬁf CBM ac_tivity,
» Lawand ordcr problems in the State ) - S

> Delays Because of non avaﬂablhty of smtable déep core hole drlling rigs in

r-ﬂ
|
1
|

3. As per thc model CBM contract, 'thc du.ratlon of exploration phase (Phase | &11) is", | )

maxmlum upto 8 (3+5) years However m order ‘to encourage emly ékjjlbraﬁon' there is

a pxowsmn in the Bid Evaluatlon ‘Criteria (BEC) to secure a maxunum of 3. 5 pomts a-

year in phase I &2 5 ycars n phase H) by reducing the exploration period b'v 3 l; year
" from a total ;xpiomtmn penod of 8 yeaI under phase 1 & T (i.e.0.5 points for each 6-

bidding have been offeting exped1t1ous exploration by reducing the exploratibnperiod.
; o 4. The non—complehon of comrmtted ‘work programme within the schéduied time as
- spcaﬁﬁd in the respectwa Contracts has several tangible and mtanglble effects on the

“entire process of exploration endeavors. Some of the major 1mphcat1ons are:’

7 )
89 i\ FCL..“;-»)

-
S—

e

-month-re'duction in the- penod) 1n order to. secuie, maxmmm:points- the cpmpanies.wbiic- -

S <y



The very purpose of accelerating and increasing the efficiency in exploration

.\1

will be defeated and 1t may tnggcr complacency
» The blocks are awardcd on the - basis of Phase wise comrnmcd work
.programmc along with tlmcframc .Extensions vitiate the mtcgnty of the

_bidding process and spmt of contracts.

> The prmcxpal aim of cqual opportumty, fair chance to all, transparency of the

-

-systcm is-affected by frequcnt extensions. ‘

L 5, -In ordcr to adopt a transparent and consistent framework for grantmg cxtcnsmn n
b exploranon phases the Government in line with the existing policy of extension under
ill NELP contracts has framcd an cxtcnsmn policy for considering proposals seeking

L : cxtcnsmn in cxPloration phases under CBM contracts, which are either pcndmg with the

Fe in terms of thcsc policy gmdclmcs would be consldercd within the Va11d1ty of the
exploration penod of Sycars The broad. objective of the extension policy is as under;
. ) To malntam the integrity of the b1ddmg process and the spmt of the

o Contract to explorc and produce CBM gas early.

ii) To grant rcasonablc extension of time so as to cnablc contractors to

complctc MW? or add1t1onal cxploranon work programme

cyclc of thc 'entu*c pro;cct and payment of Royalty, taxes and contractual

____fayments— “"'.:_-_—?—_-': E— '_—:'—_'-r.-':- 1._--_ e —_——_—:5:*_— —:~+ —-—

iv) To act as deterrent for scekmg unnecessary cxtensmn or holdlng on .
o ‘acreages j_ __ thhout doing any or lmlo cx;ploratlon acti rmcs of achw.ty
~ at slow] pacc ' '

V) Thc pollcy envlsages a system of penalty by way of subrmssxon of bank

guarantee and pre- -estimated agrecd Liquidated damages (in some cases/

__'proposlng the a.mount of Bank guarantee, situations/factors such as
‘_whcther extension .15 for complctmg 'MWP or additional Work

_Programme whether commerciality has been cstabhshcd in the contract

e

r ' 'Govcmmcnt or ynay be rcccwcd in future. The extension in phascs under- CBM Contracts

iii) Notto dclay the execution of development plan or productlon or the hfc S

,.mtuatlons) in_liew- of un-finished or .additional. work programme. While"

o
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area, whether contractor wants 10 retain the area for further exploralion

8¢

have been kept n mmd

vi) Up to 6 months extensmn may be given by the Steéring Commiftee or the
Gavemment on- ment in terms. of the pmwsmns of the respective
Contracis.
" vil) Demonstrable delays on account of gcttmg Govemment approvals
fpermits / clcalanccs which are not aftributable to the contractors will be '
 counted as _excus_ab}e delays and such delays shall be condoned. ﬁinn this
rg:gafd, if some _;sxtensions have already been gx_anted by Ste_ering
Comﬂﬁttee!Goirér’fnnéht on account of excusable 'delays; which took place-
from efféctive date of the Contract ie. ‘ncluding delays prior 1o the
axtenmon pohci; 't':ﬂdmmcr in force, the same jwil'l- be rcgule;ted as p;_r this
BM extension poliey- .
viil) ‘In case., the” contractor does not fulfill the work programme within U
snpu}ated pcnod or cxtended pcnod as may be the case, he ‘shall bé
' Icqmrcd o pay money for the unﬁmshed work programmc if any, to the
Govemment in terms of the respectwe promsmns of the contracts |
1. With the above broad objectwcs in view, thc Govemment has demded 10.
t in plare 1he following pohcy for grant of xtensmns “The proposals fa]lmg in various . -
o categones enumer ated below in ‘the table, will bc comldered by thc Govemment as pe; the

__,._.______....

rms aﬂd.condmonssi;pulatgdagamst e,ach suc'h c&tegory

o

proposal | Terms and cpndmons

'(applicable for cxtén.éiou' L

m Phase I & Phase- H)

E\(tensmn sought due_t'o_ Any demonS;able délays will be counted as excusable delays

delay . 11_1"__ iss:u_a_t}pq! of |arid extension granted shall not be seroft..

_QQ\,,’?mne'nt R

clearances/permits:

Where Mmlmum Work Apphm‘b}e both in Phase'ﬁ & Phase-1l

Proﬂra‘mme (MW?) Of_ First six months may b

e granted by Sieering Committee in

A\
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N '_th‘e relevant.'phﬁse has |.terms of respective Contract.
‘not  been completed | T i )
e ¢ . P 7-12- . | An additional up to 6 months extension may be
| within the = stipulated | -~ "~ | . ‘ .
T - months ' | 'granted on the following terms & conditions:
period of that: phase and g e ' : _
.. : (i) . The.contractor will provide 50% Bank
extension_ is sought mn : ] _ o
' T Guarantee. (BG), the amount to be calculated
| Phase-1 & II to complete |~ . B6) o ‘
‘ ' - | keepi i ind the relevant t in
MWP .- (excluding _ _ eﬂ.ng‘ in  min e relevan ‘fac 91‘3 X
exccusable délajrs) 1 7 computing the cost of such un-finished work
: " programme.
(i) The period of extension will be set off from
sy
next phase.

(iii)"ﬂ'}e:r contractor would ‘be rcquirc"dl'- to

relinquish the area as per contract.

13—1_8 Any extension beypnd 12 months and up to 18 ‘;
. | thonths months m_ay. be cdnsidered'subject 0 t_'ollov(rmg: ' - H
(i) The contractor wm provide 75% Bank | ¥
Guarantec (BG) and 13% pre-nestimated agrped ,
L1qu1dated damages for the remammg ‘\/iWP , | o
o the amou_nt to be calcmated keepmg in mind the | : l
C sedeEE TR _‘f:_-____—“*_; Tﬁl’c?anf factoxs in @macwﬁm&m._

R o R T ﬁmched “work programme as per Contracmal

: prov1310ns

!
(31) The penod of extension will be set off from

next phase

L2

- [5 7 [Wheie MW Tiaf been | Appiicable both in Fhased & PRasell

_completed and ex1ensiont.o..4 mogths | First six months may be granizd by Qteer‘nn '

has been sought for

o Committee in terms of Contract. l
completing - additional {

- .| 7-12 months l An additional up to 6 months extension may be '
Work programme  In ) _

1 1 e -
92» ) ‘-\ J‘ PN
s
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as

lowing terms & conditions:

| Phase-1 and phase-11. granted on the fo

iy The contractor will provide 35% Bank

Guarantee (BG) for the re:rrmumno~ additional

“work programme , the amount to be calculated

keeping - m mind the relevant factors in

computing the cost of such work programime.
(i) The period of extension will be set off
frorn next phase.

(i) The. confractor would be required 10

elinquish the area as per contract.

(iv) The additional work programme will be
| easonably decided by DGH in consultation

with the contractors.

Any extension beyond 12 rr_l_onths and up to 18

. months may be considered  subject to

following: |

@) The contra'etor -will prov:dc 50% Bank

Guarantee (BG) for the remmn_ng addmonal :
work programme, the amount to be ca_culated

= cepmg in mind the relevant factorb in

putmg the cost of such work programmc

1 (39) 'fhg_pcnod,of._@xiensmn will bc set off from

ne')-{t phase; _ ) - l\
(i) The addmonal work programme will be 'l
i

i wrth “.‘v: -:ontractorb

h.ase—l&?hase-ﬁ,

e

Where MWP b P

has ] been Aj_)piicable

completed - and

. o 0-. 6m0nths mrsL six months rnm be granied by Steensy |
Commexcial viability : , !

reasonably demdcd b\ DGH m consultm\ i
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per terms: of contract;

“has been established-as |

Committee in terms of Contract.

and Coniractor wanis to

work programme,

| carryout. additional |

'7-_-1"2 ménths ‘An additional up to 6 months t;xtension may be

| granted on the following terms & conditions:

(iy  The contractor will provide 35% Bank

Guarantee (BG) for the remaining additional

work programme , the amount to be calculated

keeping in mind the relevant factors in

computmg the cost of such work programme.

(i) The penod of extension will be set off |

from next phase.

"(iii‘) The; "'c;on;t.rac'tor would be required to
relinquish the area as per contract. |

(iv) The additional work programme will be

reasona‘oly dec;ded by DGH 1o consultatlon

w1th the contractors

| 13-18 | Any e;{tcns1 on beyond 12 months and p to 18

e N
. 1
-

__H__“:’t_f__;::;-z = :ﬂmﬂﬂ% —‘Tf?ic“tor wﬂl prowde 40% Bank '

months months ‘may be conmdered sub]ect to

' follomng

Guarantee (BG) for the remaining addmonal

work programme the ainount to. bc calculated

keeping in mind - the: rexevant factors i

computing the cost of such work progranume.

(i) The peviod of f:\ter-smn wi ‘1 be set off from

| Tiext phu\\.__

(i) The additional work programme will be

reasonably decided by DGH in consultation -

- \\\ ith th= contraciors.

oK ‘ ka’ Y
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l Where MWP has been

| completed, * _however
‘ éo_mme‘rc.:ia.]-'viébillity has
-{ not yet 'beeh- established
‘and Contractor wants 10
carry Oilt ) addmonal
Work Pfog_rémme. .

(For Phaé_e-ll only)

0- 6'r'n§3nths; Fir,st'.' six months may be granted by Steering

Committee in terms of Contract.

7-12 months

Aradditional up to 6 months.extension may be-

pranted on the following terms & conditions:

(1) The contractor will pIO\’idC 35% Bank
Guarantee (BG)  for the remaining
additional work programme , ihe amount to
be.calculated keeping in mind the relevant
factors in computing the cost of such work

programine.

(@)  The penod of extension will be set off

from next phase.
(i) The contractor would be required  to

.relinquish the area as per confract.

(iv) The additional work programme will be
reasonably decided by DGH m consuhat;on '

w;th thc contractors. -

Any extension beyond 17 =enths and vp to 18

e e e s e
.
' —

months may, be | copprudred sulieel e

: followsi ng:

(1) The coniractm will provide 50c » Bank |

b
|
l
i
\ narantee (BGY and 10% pre-esii:vated agreed \

Lﬁqmdated damages i e *.emaimr-.t:j'
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g(\ﬁ 5 i;‘ \?&y
R =,.,
[
(O
tre i
AN /

|
;
|
1
:

i
i
|
i
i
L
1




aw

D —

additional work progrzmme, the amount 10 be
calevlated keeping in wxind the relevant factors
in compuling the cost of such work

|- programme.

(i) 'The pe-riod of extension will be set off

from next phase,

(i) The additional work programme will be

_‘reasonably decided by DGH in consultation

with the contractors.
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