- MEMORANDUM OF UNDERSTANRING _ °

This memorandum of understanding-(MOU) s enteredints on this 9™ day: of
September, 1997 by and between the Ministry of Petroleuni & Natura] Gas and the
- Ministry of Coal, having theis offices at Shastri Bhawan, Dr, Raj¢éndra Prasad Marg, New
Delhi-110-001, for grrangement and procedures for coal Béd Méthané exploration and
ekploitation activities in India. S

Whereas the Coal Bed Methane (CBM) is & natural gas arid theréfore the Miiistry
of Petroleum & Natural'Gas is required to administer CBM prejects under the existing ol
fields Act & Rules (Regulation and Development Act, 1948 and Petroleum and Natural
Gas Rules, 1959). However, since CBM ‘is an associgte of Coal, it is required to be
extracted in a manner so that the interests of coal and lighite 'industry are not affected
adversely as regard to their present or prospective mining.” The memorandum of
understanding (MOU) provides a framework for the parties to act in a co-operative
manner to facilitate consistent with the statutory duties, the exploitation, s6 far that is
economically viable, of Coal Bed Methane in India. The Ministry of Petroleum & Natural
Gas and the Ministry of Coal hereby agree :- -

i that the prb_ccdures need to be so organised that the prospective invéstor should
deal with' ohe organisation and not W1th several organisations under different
Ministries which would lead to confusion.and serious difficulties in“coordination
et '

ii. to the preparation of fiscal and other terms for a “Mode! ‘Contract for Production

“finalising the same.

i+ Sediffientary bastns in Thijd indicating assessiéht ol LRI réSoifreapofenial, it

- of coal gesources from Coal India Ltd., Geological Survey of India & ONGC/OIL
etc., wherg applicable, The data will be made available to'the companies subject fo
~Teasonablepayments, T o |
to the joint'recommendations for a balanced exploration and exploitation of CBM
and Coalflignite_as listed helow ¢ :

of Coal-Bed Methane (CBM)" by the Ministry of Petroleurn & Natiral Gas and
submission of a draft copy to the Ministry of Coal for its comments before __

it: - -to:the ‘pfppa_a(ation of dockets' of demarcated Blocks of coal resources in-various *

- possible of each Block. Ministry of Petroleum & Natural Gas will prepare the
docket, after collection of relevant, geological, geophysical and drilling information -

_ Coal resources within the country shall be classified into the following 4 categories
for the purpose of CBM exploration and development

. 8) In the case of Coallignite deposits upto 300mts depth MOP&NG will
approach Ministry of Coal for their approval before inviting applications
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for CBM _éxp[ofation/e’fcp?oitation licence.  Thé. operator ' who may be
granted such ticence will have to.further sign an gcotBs agreement with the
Ministry of Codl and Ministry of Petroleum & Natural Gas before they will
" be Alowed to take up ¢ sxplorattonand éﬁ{)l'oi};ﬁ'tioh'activiﬁcs. ST

b)  In areas wheré Coal Mining Lease exists bt cbal-deposits are present at > *
a depth greater than 0% mts. the matter will ‘nlse e referred to MOC
for obtaining a suitable acoess agreement but MOP&‘NG will have far’

greater flexibility in deciding-most issues.

f v S

t _ Cat.2- Areas with 'éxpesed. Coal or Coal deposits within ‘300 mts. but without
Coalflignite Mining Lease. : ' . ' o R - -
In any ared where coal is exposed but not under any mining activity at present,

MOP&NG will take prior approval of Ministry of Coal before inviting any application for
grant of CBM E&P licence. - Normally in such areas the access will be provided by MOC
with certain conditions, in order to protest future mining prospects, After the grant of
ficence, the operator will be required to enter into a general agreement with Ministry of |
Coal to brogdly protect future mining prospects and a detailed agreement with the
Ministry of Petroleum & Natural Gas before undertaking any exploration and exploitation

activities.

Cat. 3- All otﬁer areas of Coal.ﬂiénite deposits below 300 mfts.
Adl other areas of coalllignite resources which occur in deposits for which lease are
. not held by CIL or which occur at depths more than 300 mts. sub-surface, MOP&NG may
grant CBM exploration and exploitation licence with the concuryénce of Ministry of Coal.
The-area will be developed by means:of wells only and precautions may be taken to avoid
arly detrimental effect on future coal p}imﬁgnéctiﬁty.. The ¢oal companies will have the .
w ight™ bt ~CBM -exploilation in- ety - 'Wnrk@ng-z mines including pre and post mining, . 'y ver ages
operations.” K T gt o . et
®) To facilitate inter-ministerial consultation, where necessasy, in respect of the above.

categbﬁesl, there shall be a Joint Committee (JC) comprising of representatives of

MOP&NG and MOC. The JC may consider tssues relating to standard conditions

"fér_rﬁb_lﬁfiﬁﬁﬁ’aﬁaiif)lﬁitation’ of Coal Bed Méthane in the following areas:

® Requisite permission Fom MOC and matter refating to fransfer Of mintip
lease (drilling rights/ surface rights) for working in such areas,
(i) - Maps and details of the areas including the safe zone from the boundaries

of the on—go'mglproposed mining workings, i.¢. areas where access to coal

for the purpose of Coal Bed Methane exploitation is most and least likely

to be restricted;

(ifiy ~ Sharing of all data, materi
‘sharing of well information a1
Material and information.

al and information of the project including the
d maintain strict confidentiality of such data,
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(iv) Mattcrs relatmg to the eﬁects of CBM. cxplpltanon ‘on future mining of
coal, ..
. ) ._Cqmmerxcemcnt. ccssation, ,abandoum@ntand pluggar;g 0f, we[ls - o e .
. (vi)  Compliance.with relevant legistations and .Qb}lgattons under the petr;olﬁum -
and Coal Atts; '

(vil) Joint Inspection by Coal and petrofeum authonties .

(viii) Right and obligations of the respective authorities; . '

(ix) Matter relatmg to SIgnature bonus and sharing of Jbonus/profit that may be
agreed to with the CBM developments, and "~ )

(x)  Anyother re!eyant matters. LT ’

Apart from the mechariism of JC, consultation and ooordmatlon may also be

carried out through routine/established channels

(Cy - Some of the major issues which need to be deliberated upon in regard to CBM
development are:-

a. As coalllignite is a mineral listed in the first schedule of the MMRD Act,
1957, priot approval of the central Gowt, is required before mining leases
for codlllignite extraction are granted by the States. Regarding the vahd;ty_.
of feases in. different horizons , the Mlmstry of Mines are of the Oplmon
that as.per the prevalent practice, all miring rights for all minerals in a
. vertical horizon belong to the party having the lease. However, before .
nationalisation of Coal mines, there were instances of different private
parties undertaking mining operations in different horizons within the same
vertical horizon. Further MMRD Act, 1957 allows transfer of lease with
conditions a3 mdy be stipulated, Thls apart, the prccess of sub- ieasmg may.
e also be explomd.}m so.macascs . . W, AT
l*, e T U B T R ey v o A : B et G wwTen o ecanmiph oy o
b W‘ " Once the muimg ngﬁts aré grantcd ina glven area, the'rights are fof alf the
. coal honzons Therefore, these areas would be released to MOP&NG for
! granting mining lease to any prospective party for CBM exploitation under
‘the. P&NG Rules. However, there may be practical as well as
administrative difficulties in case of both the activities, i.e. coal mining in
upper horizon and:CBM-development in the lower horizons has to proceed
.simultaneously.-In-case,-both-the Ministiies feel that such-a-situationig——
possible, particularly when MOP&NG may suggest exploitation of CBM
gas through inclined boreholes, the questxon of mining right in the same
_block_belonging to different agenc:es in separate horizons may arise.
During CBM operations and mining activities in the same area, there could
be occasions when one operator has to interact with anotler, sometimes
with disastrous consequences, such as:inrush of water, To address this
complex area and to give all operators as much flexibility as possible, an
Interaction Agreement, as prevalent in Britain could be adopted in
consonance with Indian Law.
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c. Coal companies and or the relevant coal Authonty shoufd have a claim on

Signature  bonus andfor production’ bonus, a5, appl:cable in CBM
devetopment only in cae ‘of expoed ¢oul’ mlmﬁg 4ig4s hs meltiondd in

- va-category- 1(a)~herein-above. Thesesterms tah bt: mumaliy agreed between
MOP&NG and MOC, -

d. There' should be a provision to include coa! gasuﬁcauon project after
exploitation of CBM gas (i.c. after the total duration of the CBM project as,
per terms .of the contract) when high density wells, other facilities etc, will
be available. However, thxs will be done if consultanon with Coal
Ministry, ' ' ' ~

In WITNESS WHEREOF this MOU has been entered mto the day and year first

above written. :

Signed for and on-behalf of - ‘Witn'éss dary .

Minhnrd?cttoln. " dsturs] Gay
. me R »31131

(Mlmstryo ""'. _."" AT
Gt OF Srhaw A S
"‘"““ y of Pelm!eum & Natural Gas

(Mmistry of Cial)

{S. NARAY&N)
e SeC¥itary

th‘s!ry of Coal _
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