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MINISTRY OF PETROLEUM AND NATURAL GAS
NOTIFICATION
New Delhi, the 1st April, 2003

G.S.R.295(E)— Tn exercise of the powers conferred by sections.5 and 6 of the
Oilfields (Regulation and Development) ‘Act, 1948 (Act No. 53 of 1948), the Central
Government hereby makes the following rules further to amend The Petroleum and Natural
Gas Rules, 1959, as amended from time to time, namely:-

T (1) These rules may be called the Petroleum and Natural Gas (Amendment)
Rules, 2003.
(2} They shall come into force with effect from the date of their publication in the

Official Gazette.

p In the Petroleum and Natural Gas Rules, 1959 (hereinafter to be referred as the
said rules), in rule 3: &

(i) clause (aa) shall be omitted,

(i1) after the clause so omitted, the following clauses shall be inserted, namely:

“(ab) ‘coal bed methane” means natural gas obtained from bore holes occurring
in coal or lignite seams and consisting primarily of hydrocarbons.

(ac) ‘condensate’ means those low vapour pressure hydrocarbons obtained
from natural gas through condensation or extraction which are in the form of
liquid at normal surface temperature and pressure conditions.

(ad)  ‘continental shelf” shall have the same meaning as assigned to it in the
Territorial Waters, Continental Shelf, Exclusive Economic Zone and Other
Maritime Zones Act, 1976 as amended from time to time.

P (ae)  ‘contract’ means an agreement entered into between the Government of
India and any other party in relation to prloratsen and exploitation of
hydrocarbon and/or coal bed methane fm relevant area.’

(i)  for clause(b), the following ciavze shall be substituied, namely:-

WSS fo3-2
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"(b) “crude oil’ means petroleum in its natural state in liquid, viscous or solid
form before it has been refined or otherwise treated from which water and foreign
substances have been extracted.”;

(iv) after clause (c) the following clause shall be inserted, namely:-
“(ca) ‘exclusive economic zone’ shall have the same meaning as assigned to it
in the Territorial Waters, Continental Shelf, Exclusive Economic Zone and Other
Maritime Zones Act, 1976 as amended from time to time.”;

) after clause (e) the following clause shall be inserted, namely:-
“(ea) ‘gas hydrates’ means . naturally occurring solids composed of water
molecules forming a rigid lattice of cages each containing a molecule of natural
gas.”’;

(vi) after clause (g) the following clause shall be inserted, namely:-
“(ga) ‘hydrocarbons’ means any organic compound of hydrogen and carbon.”,

(vii) for clause (i) the following clause shall be substituted, namely:-
“(1)  ‘natural gas’ or ‘gas’ means gas obtained from bore-holes and consisting
primarily of hydrocarbons but does not include helium occurring in association
with such hydrocarbons.”,

(vii1).  for clause (qq) the following clause shall be substituted, namely:-
“(qq) ‘territorial waters’ shall have the same meaning as assigned to it in the
Territorial Waters, Continental Shelf, Exclusive Economic Zone and Other

Maritime Zones Act, 1976 as amended from time to time.”

3. In the said rules, in rule 5 sub-rule (1) clause (i), after the words “territorial waters
or the continental shelf” the words “or the exclusive economic zone” shall be inserted.

4. In the said rules, in rule 6 sub-rule (1):-

(i) _ in clause (i), for the figure and words “Rs.10,000/- (Rupees ten thousand)” the
figure and words “Rs.25,000/- (Rupees twenty five thousand)” shall be substituted;

(i1) in clause (ii), for the figure and words “Rs.25,000/- (Rupees twenty five

thousand)” the figure and words “Rs.50,000/- (Rupees fifty thousad)” shall be
substituted.
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5. In the said rules, in rule 7:-

(1) in clause (i), for the word “land” the word “area” shall be substituted.

(i) in clause (ii), for the word “land” the word “area” shall be substituted.

(iii) in sub-rule (2), after the word “plants” and “equipment” the word “platform” and

the words “and other facilities” shall be inserted respectively.

6. In the said rules, in rule 10, after the words “one year each” the words “till the
expiry of the exploration period(s) provided under the agreement if any, or unless
otherwise specified by the Central Government in this regard.” shall be inserted.

7 In the said rules, in rule 11:-

(i) in sub-rule (1), for the figure and words “Rs.50,000/- (Rupees fifty thousand)” the
figure and words “Rs.1,00,000/- (Rupees one lakh)” shall be substituted,

(ii) in sub-rule (2),;the clauses (i) to (v), the following clauses shall be substituted
respectively, namely:-

“(1) Rs.50 (Rupees fifty) for the first year license;

(i1) Rs.100 (Rupees one hundred) for the second year license;

(1i1) Rs.500 (Rupees five hundred) for the third year license;

(iv) Rs.700 (Rupees seven hundred) for the forth year license;

(%) Rs.1000 (Rupees one thousand) for the each subsequent year of renewal.”

8. In the said rules, in rule 12, after the words ‘shall ordinarily be twenty years’ the .
following provision shall be inserted, namely:-

“Provided that the Central Government may, if satisfied that it is necessary in public

interest so to do, by notification, relax the condition regarding area aforesaid, in relation to
any application for lease.”

9. In the said rules, in rule 13:-

(a) in sub-rule (1):-

(1) in clause (a), for the figure and words “Rs.1,00,000/- (Rupees one lakh)” the
figure and words “Rs.2,00,000/- (Rupees two lakh)” shall be substituted,

(ii) in clause (b), for the figure and words “Rs.10,000/- (Rupees ten thousand)” the
figure and words “Rs.30,000/- (Rupees thirty thousand)” shall be substituted,

(b) in sub-rule(2) in clause (a); for “Rs.12.50” the "Rs.25.00” (Rupees twenty five)
and for “Rs.25.00” the “Rs.50.00” (Rupees fifty) shall be substituted respectively.
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10. In the said rules, in rule 14 s_llb—mie(l) clause (a) sub-clause (ii):-

(i) for the words “a royalty for the period beginning on the Ist day «+ Ag %, 1990 and
ending on 31% day of March, 1993, at the rate of four hundred and eightv ure rupees per
metric tonne of crude oil and casing head condensate and at ten percent of the value at
wellhead of natural gas obtained by the lessee” the following shall be substitute:, namely:-

“a royalty in respect of any mineral oil mined, quarried, excavated or collected by him {rom
the leased area at the rate specified in schedule of the Act from time to time. The royalty
shall be payable on monthly basis, as may be provided for in the lease and shall be paid by
the last day of the month succeeding the period in respect of which it is payable.”;

(i1) after the words “condensate, natural gas” the words “coal bed methane or gas
obtained from gas hydrate” shall be inserted.

il. In the said rules, in rule 15, after the words “survey or re-survey” the words and
figure “a fee of Rs.10,000/- (Rupees ten thousand) or” shall be inserted.

12 In the said rules, in rule 17, the provision shall be renumbered as sub-rule(1) and
after the provision so renumbered the following proviso shall be inserted, namely:-

“provided that in case where a Contract has been signed between the licensee/lessee and
the Central Government, the transfer or the assignment, as the case may be, shall be
governed by the terms and conditions of the Contract, and will be effected in the manner
laid down in such Contract.”

(i) After sub-rule (1) so renumbered a new sub-rule (2) shall be inserted as follows,
namely:-
) Upon receipt of the consent of the Central Government referred to in sub-ruie (1)

the license or lease, as the case may be, shall be issued in name of the transferee or the
assignee, severally or jointly, to the extent of the transfer or the assignment, with effect
from the dzte from which such transfer or assignment is made effective.”

13 in the said rules, in rule 19, in clauses (a) and (b), for the word “land” the word
il e substituted.

ue said rules, in rule 19, the following new rule 19A shall be inserted,
namely -

“19A. Recovery of helium from natural gas - (1) Nc¢ithing contained in these rules or
tne te~"23 of a license or a lease or a contract will give right to a licensee or a lessee to use,
sell or otherwise dispose of Helium which may be produced with natural gas and the
licensez/lessee shall dispose of such helium in accordance with such directions as may be
issued in this behalf by the Central Government or by an officer or an agency duly
atthorised for this purpose by the Central Government.
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(2) If the Central Government desires to extract Helium from natural gas, the
licensee/lessee, in order to enable the Government to install and operate equipment and
facilities for carrying out helium recovery operations, shall make available to the Central
Government or its nominee the area and utilities required for such operations and in such a

case the licensee/lessee shall be entitled for compensation based on the internal company-

accounting practices to be mutually agreed between the licensee/lessee and the Central
Government/its nominee.”

15. In the said rules, in rule 20:-

(1) in sub-rule (1), after the words “the working of the” for the word “land” the word
“area” shall be substituted.

(i1) in sub-rule (2) for the word “land” the word “area” shall be substituted.
16. In the said rules, in rule 21:-

(a) in sub-rule(1)

(1) in clause (b) and (c) for the word “land” the word “area” shall be substituted.
(i1) after sub-rule (3), the following sub-rule shall be inserted, namely:-
“(4) Where the Central Government has entered into an agreement with the licensee,

license and '} * lease as the case may be shall automatically stand cancelled upon the expiry
or termination of such contract.”

| In the said rules, for rule 22, the following rules shafl be substituted, namely:-

“22. Delivery of premises upon determination of license or lease - (1) Upon
determination or cancellation or relinquishment in part or in full of a license, the licensee
shall deliver the area released on account of the determination or cancellation or
relinquishment after restoring it in good order and condition in accordance with
international practices within six months from the date of such determination or
sancellation or relinquishment, or within such further time as the Central Government or
.a¢ State Government, as the case may be, may allow.

(2) In the-event of lessee opting not to continue mining operations and opts to
r.. ~mish the leased area in part or in full, or a lease is to be determined, the lessee shall
deliver up the area released by such relinquishment or determination of lease after restoring
it in good order and condition in accordance with the abandonment plan approved by the
Central Government. However, lessee shall have to give prior written notice of at least one
year before the date of intended relinquishment or determination as the case may be. to the
Centyal Government along with an abandonment plan incorporating all actions and steps

necessary to restore the area in accordance with international practices, for approval of the
Central Government.



14

THE GAZETTE OF INDIA : EXTRAORDINARY [PART I1—Skc. 3@

3) Upon cancellation of a mining lease under these rules, the lessee shall deliver up
the area covered by such lease after restoring it in good order and condition in accordance
with an abandonment plan, prepared in accordance with established international practices *
and approved by the Central Government.

) Upon determination or cancellation or relinquishment of a license or a lease, the
holder of such license or lease, as the case may be, shall take all necessary steps to prevent
consequent hazards to human life, property, environment, marine resources or navigation,
to the satisfaction of the Central Government or the State Government as the case may be.

(5) The licensee or lessee shall, prior to the determination or cancellation or
relinquishment of licensed or leased area, remove and dispose of any petroleum, stores,
equipment, tools, machinery from such area within six months of handing over the area.

(6) If such petroleum, stores, equipment, tools, machinery and improvements are not
removed or disposed off and the area restored to good order and condition within six
months prior to the determination, relinquishment or cancellation of the license or lease, the
Central Government or the State Government as the case may be, shall proceed with the
removal and disposal of such petroleum, stores, equipment, tools, machinery and restore
the area at the risk and cost of the licensee or lessee.

(7 The net proceeds of such sale shall be held by the Central Government, or the

State Government, as the case may be, until applied for and obtained by the licensee or the
lessee.”

18. In the said rules, in rule 23 sub-rule (1), for the words “ten percent for each month
or portion of a month during which such fees, royalties or other payments remain unpaid”
the words “a penal rate of 200 (two hundred) basis points over the prime lending rate of
State Bank of India for the delayed period.” shall be substituted.

19. In the said rules, in rule 24, sub-rule (1) in clause (a), for the word “land” the
word “area” shall be substituted.

20. In the said rules, in rule 25, for the words “natural gas” the words “oil or gas or
coal bed methane or gas hydrate” shall be substituted.

21. In the said rules, in rule 27, for the words “natural gas or both” the words “or oil
or gas or coal bed methane or gas from gas hydrate” shall be substituted.

22. In the said rules, in rule 28, the words (i) “or licensee”, (ii) “or licensed”, (iii) “or
licensee or into areas not covered by any license or lease” and (iv) “or licensee” shall be
inserted after the words (i) “operations by a lessee”, (ii) “boundary of the leased”, (iii) “by
other lessees” and (iv) “require the lessee” respectively.
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23, In the said rules, in rule 29, for the words “gas bearing strata or to both” the words

“oil bearing -or to both or gas bearing or coal bed methane bearing or gas hydrate bearing
strata” shall be substituted.

24, In the said rules, in rule 30 clause (vi), after the words “such suspension” the
words “under intimation to the State Government” shall be inserted.

25. In the said rules, in rule 32A, after the words “Rule 14, Rule 19,” the words
“Rule 217 shall be inserted.

26. In rule 33 after sub-rule (d) of the said rules, for the words “shall be settled by two
arbitrators, one to be nominated by the Government and the other by the licensee or lessee;
or, in case of disagreement between the arbitrators, by an umpire appointed by the
arbitrators by writing under their hands before proceeding with arbitration. The arbitrators
or the umpire shall also determine which party shall bear the expenses of the arbitration or
whether such expenditure shall be divided between the two parties and if so, in what
proportion. The arbitrators or the umpires, as the case may be, may from time to time, with
the consent of all the parties to the contract, enlarge the time, for making the award, subject
as aforesaid, the provisions of the Arbitration Act, 1940 and the rules thereunder for the

time being in force shall applied to the arbitration proceedings under this clause” the
following shall be substituted:-

“shall be settled through arbitration and conciliation proceedings under the provisions of

Arbitration and Conciliation Act, 1996 and the rules made thereunder as are applicable to
such proceedings.”

27 In the said rules, the new rule 35 shall be inserted as follows, namely:-
“35. Power to exempt from operation of certain rules:
(1) The Central Government may grant éxemption under Section 12 of the said Act,

subject to specified conditions to a licensee or lessee from the provisions of Rule 6(i) and
(i1), Rule 11 sub-rules (1) and (2) or Rule 13, where it is in the public interest to do so.

(i1) The Central Government, may consult the State Government in the matter of
granting exemptions in respect of onland areas under sub-rule(i).
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