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Preface

In all the exploration blocks under Pre-NELP and NELP regime, the exploration period comprises 2 or 3 phases.  

Under the Production Sharing Contract, a provision has been kept for granting extension up to 6 months to 

enable the operator to fulfil the committed Minimum Work Programme, in case such a requirement arises.

As per the New Extension Policy approved by the Government of India, extension beyond 6 months for a period 

not exceeding 18 months may be considered. The additional time granted is utilised to complete the committed 

Minimum Work Programme. Therefore, any delay in submission of the application for extension or processing of 

extension proposal leads to time over run and defeats the very purpose for which extension is sought.

The new extension policy approved by Government of India has been circulated to the operators of various 

exploration blocks, fields and has also been posted on the DGH web site for the information of all concerned. 

However, despite the wide publicity given, it has been observed that often operators submit incomplete proposals 

for extension that cause delay in processing the proposals.

With the objective of streamlining the processing of extension cases and to avoid delays due to incomplete 

information/documents, an attempt has been made through this hand book to systematize the procedures. The 

check list provided in the hand book outlines the requirement of documents/information to be submitted along 

with the extension proposal. 

I do hope that none of operators will require extension of the exploration phase. Nevertheless, in the event that 

such a requirement arises, this handbook will prove to be a valuable guide to all the operators.

(V.K.Sibal)
Director General

DGH



�� ��

Format for submitting Application for Extension

1.  Background Note on the Block:

	 a)	 Block Name
	 b)	 Consortium Partners alongwith PI
	 c)	 Effective Date
	 d)	 Work Programme Status

Phase-I :  (          to             )

Sr. No. Activity
Work Programme

Commitment Actual
1 API 2D in LKM
2 API 3D in Sq. Km.
3 RP in LKM
4 Exploratory wells in Nos.

Phase-II :  (          to             )

Sr. No. Activity
Work Programme

Commitment Actual
1 API 2D in LKM
2 API 3D in Sq. Km.
3 RP in LKM
4 Exploratory wells in Nos.

Phase-III :  (          to             )

Sr. No. Activity
Work Programme

Commitment Actual
1 API 2D in LKM
2 API 3D in Sq. Km.
3 RP in LKM
4 Exploratory wells in Nos.
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	 e)	E xtension History

Extension No. Phase Extension Period Granted Vide O/O

2.  Reasons for Not Completing Work Programme in Time

3.  Period of extension requested under this Application

4.  Clause of the Production Sharing Contract (PSC)/ New Extension Policy under which the request is being made

5.  Time line for completing the work in Proposed Extension Period

6.	U ndertakings by Contractor
	 a)	 Contractor agrees to the provisions of the New Extension Policy 
	 b)	 Contractor agrees to furnish the Liquidated Damages as prescribed in the New Extension Policy
	 c)	 Contractor agrees to furnish requisite Bank Guarantee as prescribed in the New Extension Policy
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Documents to be submitted along with Application for Extension

1.	 Copy of the OC Approval for Extension Period; 

2. 	 Copy of the OC Approval for furnishing Bank Guarantee and Payment of Liquidated 
    	 Damages as per New Extension Policy;

3. 	 Copy of the Environmental clearance;

4. 	 Copy of the Rig hiring Contract in support of Time line for completing the work in 
    	 Proposed Extension Period;

5. 	 If the request for extension is due to delay in getting statutory clearances / permits, then the following 	 	
	 documents may be submitted: 

	 	Copy of the application made for the clearance;

	 	Copy of the clearance received;

	 	Copy of the fortnightly report submitted to DGH.   
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PROCEDURE FOR APPROVAL OF EXTENSION PROPOSAL

If Minimum Work Programme is not completed or additional Work Programme is desired to be carried out 
during the duration of the exploration phase, contractor can request for:

	 a)	 Extension upto 6 months as per PSC provisions;
	 b)	 Further extension from 6 to 18 months with Bank Guarantee and/or pre-estimated liquidated 	
	 	 damages on the cost of Unfinished Work Programme.

Procedure for Approval of Extension Proposal:

Following 3 tier approval procedure with timeframe will be adopted:

Steps Time Frame

1st Tier:                   6 days

	 Proposal from the Contractor will be examined by the Committee consisting of: 2 days

i)   Nodal Officer;

ii)  Representative of Legal Cell;

iii) Representative of Contract Finance;

iv) Representative of Statutory Clearance Committee, (if the proposal is   	
     for delay in statutory clearance);

Above committee will give its recommendations citing relevant provisions under which 
proposal is accepted / rejected and cost of unfinished Work Programme, if any.

	 If applicable, Nodal officers will write to Contractor on the amount of Bank Guarantee 
and pre-estimated liquidated damages needed to be submitted  for further processing of 
the proposal.

4 days

2nd Tier: 5 days

If the case is approved at 1st tier, proposal will be marked to the coordinator;

	 Coordinator will examine the proposal along with all relevant documents. If he 
recommends the proposal, Management Committee Meeting will be convened; 

1 day

	 Proposal will be discussed in the Management Committee Meeting for recommendations. 4 days

3rd Tier: 1 day

If the case is approved at 2nd tier, proposal  will be marked to Chief Coordinator; 	
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	 Chief coordinator will examine the proposal along with all relevant documents.  If he 
recommends the proposal, the same will be put up to DG, DGH for approval. 

1 day

Issuance of the Office Order granting Extension: 3 days

	 Draft office order granting the extension will be prepared by Nodal officer 1 day

	 Draft order will be vetted by coordinator, legal, Contract Finance and Statutory 
Clearance Committee (if applicable).

1 day

	 Draft order will be checked by Chief Coordinator and put to DG, DGH for approval. 1 day

How to Apply for Extension

1.	 Request for Extension must be made 45 days in advance;

2.	 Request for Extension must be made on the prescribed format;

3.	 Documents outlined are required to be submitted along with the application.
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Annexure-1

	 POLICY FOR EXTENSION OF EXPLORATION PHASES UNDER NELP AND PRE-NELP PRODUCTION 
SHARING CONTRACTS

	 The Government of India has signed over 100 production sharing contracts (PSCs), which are currently 
valid and are at various stages of exploration. These have been signed within the framework of New 
Exploration Licensing Policy (NELP) and Exploration Policy adopted prior to NELP. These contracts 
generally provided extension in exploration phases for a period of 6 months to complete the unfinished 
Minimum Work Programme and also provided 6 months extension to complete a well under drilling. The 
objective of the exploration policies have been to stimulate exploration of oil and gas in the country. In the 
last few years, it was observed that a number of proposals seeking extension in exploration phases were 
received by the Government citing numerous reasons. The Government have been considering the cases on 
merit of individual proposals.

	 The non-completion of committed Work Programme within the scheduled time as specified in the respective 
Production Sharing Contracts has several tangible and intangible effects on the entire process of exploration 
endeavors. Some of the major implications are:

(a) 	 The very purpose of accelerating and increasing the efficiency in exploration will be defeated and it 	
may trigger complacency.

(b) 	 The blocks are awarded on the basis of Phase-wise committed Work Programme along with timeframe. 	
Extensions vitiate the integrity of the bidding process and spirit of contracts.

(c) 	 The principal aim of equal opportunity, fair chances to all, transparency of the system is affected by 	
frequent extensions.

	I n order to adopt a transparent and consistent framework for granting extension in exploration phases, the 
Government has framed an extension policy for considering proposals, which are either pending with the 
Government or may be received in future. The broad objective of the extension policy are as under:

i)	 To have a transparent and consistent set of criteria to take decisions on extension proposals of 	
the contractors.

ii) 	 To act as deterrent for those operators seeking unnecessary extensions or holding on the acreages 
without doing any exploration activities or activity at slow pace.

iii) 	 The policy envisages a system of progressive penalty by way of increasing Bank Guarantee amount 
and/or cash payment as agreed, pre-estimated liquidated damages (mutually agreed pre-estimated 
amount of liquidated damages) vis-à-vis duration of extension sought and giving due recognition to 
the companies who have made discoveries and have understood the geology of the block apart from 
encouragement to additional exploration programme.

iv) 	 Upto 6 months extension may be given by the Management Committee or the Government on merit 
in terms of the provisions of the respective PSCs.

v) 	 Demonstrable delays on account of getting the Government approvals / permits / clearances will be 
counted as excusable delays.
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vi) 	 In case, the contractor does not fulfill the Work Programme within the stipulated period or extended 
period, as may be the case, shall be required to pay money for the unfinished Work Programme, if 
any, to the Government in terms of the respective provisions of the PSC.

With the broad objectives in view, the Government has decided to put in place the following policy for grant of 
extensions. The proposals falling in various categories enumerated below in the table will be considered by the 
Government as per the respective terms and conditions stipulated against each such category.

A. 	Extension within the overall exploration period of 7 years or 8 years in phase-I & II (but excluding any 
proposed excusable delays on account of the Government approvals / permits / clearance etc.)

Sl. No.

1.

Type of proposal 
(applicable for 
extension in  
Phase I & II)

Where Minimum 
Work Programme 
(MWP) of the 
relevant phase has 
not been completed 
within the 
stipulated period 
of that phase and 
no hydrocarbon 
discovery (as 
defined in the 	
PSC) made:

Suggestion along with proposed conditions

Where MWP has not been completed and no hydrocarbon discovery have been 
made by the contractor, the following procedure shall apply:

a) 	 First 6 months extension may be granted by MC or the Government in 
terms of the provisions of respective PSCs maintaining the same terms 
and conditions of the PSCs.

b) 	 An additional upto 6 months extension (that is between 6 – upto 12 
months) may be granted on the following  terms and conditions:

	The contractor will provide 100% Bank Guarantee and 10% cash	
payment as agreed preestimated liquidated damages for the 	
unfinished Minimum Work Programme as reasonably determined by 
DGH, keeping in view the relevant factors in computing cost of such 
unfinished Minimum Work Programme.

	The contractor would be required to relinquish the area in terms of the 
provisions of the PSC at the beginning of this extension period.

	This period of extension will be set off from the next exploration phase.

c) 	 Any extension beyond 12 months and upto 18 months may be considered 
subject to the following:

	The contractor would be required to relinquish the area as applicable 
at the end of relevant phase.

	The contractor would be required to give 100% Bank Guarantee 
for unfinished Minimum Work Programme and deposit a cash 
payment as agreed pre-estimated liquidated damages of 30% of the 
unfinished Minimum Work Programme as reasonably determined by 
DGH, keeping in view the relevant factors in computing cost of such 
unfinished Minimum Work Programme.

	This period of extension will be set off from the next exploration phase.
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2. Where MWP 
has not been 
completed within 
the stipulated 
period of an 
exploration phase 
and the operator 
feels that the 
prospectivity is too 
poor to undertake 
further exploration 
/ drilling:

In case the contractor and DGH, based on available information at that 
time, come to a conclusion that the prospectivity of the block / area is poor 
and does not warrant completion of MWP (say drilling of exploration wells 
due to lack of technocommercial viable prospects), DGH will reasonably 
decide based on the available information whether the prospectivity of the 
block is indeed poor and also determine an alternative Work Programme 
in consultation with the contractor, which will be atleast equal in terms 
of investment and effort (in physical terms) of the unfinished Minimum 
Work Programme. Such substitution of Work Programme would require 
the Governments approval.

In this scenario with a substitute Work Programme, extension may be 
granted as under:

a) 	 For the first 6 months by the Management Committee or the 
Government in terms of the provisions of respective PSCs maintaining 
same terms and conditions of the PSCs (except for unfinished 
substituted Work Programme to be approved by the Government).

b) 	 Next 6 months extension (i.e. 6-upto 12 months) may be granted on 
the following terms and conditions:

	The contractor will provide a 100% Bank Guarantee of the unfinished 
Minimum Work Programme (equivalent unfinished substituted Work 
Programme to be approved by the Government).

	The block will come in the domain of open acreage and may be 
offered in a bidding round or under open acreage system (as and 
when it comes in force). However, in case of any discovery or any 
drilling under implementation during this period, the contractor 
will have the right to retain such areas as reasonably determined 
by DGH. In case the contractor as a result of exploration during 
this extended period desires to go to the next phase of exploration, 
the contractor would be allowed to proceed to the next phase 	
for only such areas for which no licenses / leases have been 	
issued or which has not been placed under a bidding process by 
such time.

	No further extension will be given beyond 12 months and the 
contractor shall be required to relinquish the entire area along 
with payment, if any, equivalent to the unfinished minimum 	
Work Programme, to the Government in terms of the provisions 
of the PSCs.
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3. Where MWP has 
not been completed 
but a hydrocarbon 
discovery is 
made within the 
exploration phase 
and does not want 
to relinquish the 
area at the end of 
phase:

In this scenario, DGH will reasonably decide the Work Programme, in addition 
to the unfinished Minimum Work Programme, required to be carried out in the 
area which is not proposed for relinquishment by the contractor. The following 
extension may be granted:

	First 6 months extension may be given in terms of the provisions 
of the respective PSCs.

	Another extension of upto 12 months (i.e. 6 to 18 months) may be given 
subject to the contractor providing 50% Bank Guarantee of the unfinished 
Minimum Work Programme and the additional Work Programme 	
(for retaining additional area) reasonably decided by DGH.

	The contractor would undertake to appraise, decide on 
commerciality and development of the discovery within the time 
frame provided in the PSCs for these activities.

4. Where MWP has 
been completed with 
no hydrocarbon 
discovery and 
additional Work 
Programme is 
proposed:

In this scenario, the contractor may be given extension as under:

a) 	6 months extension may be given in terms of the provisions of 	
the PSC.

b) 	Additional upto 6 months (6 to 12 months) extension may be given 
subject to the following:

	The contractor will provide Bank Guarantee of 35% amount of the 
unfinished additional Work Programme.

	Will not be able to set off this Work Programme from subsequent 
phase (s).

	DGH will reasonably determine the expected time required for 
completing additional Work Programme.

c) 	Another upto 6 months (12-upto 18 months) extension may be granted 
subject to the following:

	The contractor will provide Bank Guarantee of 100% amount of the 
unfinished additional Work Programme.

	Would be required to relinquish the area as applicable for the relevant 
phase.

	Will not be able to set off this Work Programme from the subsequent 
phase.

	DGH will reasonably determine the expected time required for 
completing additional Work Programme.

	In case of being unable to complete the additional Work Programme 
within this period, the contractor will pay for 50% of the unfinished 
additional Work Programme
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5. Where MWP has 
been completed 
and hydrocarbon 
discovery has been 
made and the 
contractor wants 
to retain the area 
for additional 
exploration:

In this scenario, the extension may be granted in the following manner :

a) 6 months extension may be given in terms of the provisions of the PSCs.

b) Additional extension of upto 12 months (6 – upto 18 months) may be given            	
    subject to the following:

	DGH will reasonably determine the estimated time required for 
completing additional exploration Work Programme.

	The contractor would be required to give a Bank Guarantee of 35% 
amount of the unfinished additional Work Programme.

	Will not be able to set off this Work Programme from subsequent 
phase.

	In case the contractor is unable to complete the additional Work 
Programme within this period, the contractor will pay for 50% of the 
unfinished additional Work Programme.
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 6. Where MWP has 
been completed 
and hydrocarbon 
discovery has been 
made and the 
contractor is willing 
to relinquish the 
area as per PSC, 
however, wants 
extension to carry 
out additional 
exploration:

In this scenario, the extension may be granted in the following manner:

a)  6 months extension may be given in terms of the PSCs.

b)   Additional 6 months (6 – upto 12 months) extension may be given on the                	
      following conditions:

	DGH will reasonably determine the estimated time required for 
completing additional Work Programme.

	Will not be able to set off this Work Programme from subsequent 
phase.

	The contractor would be required to give a bankguarantee of 35% 
amount of the unfinished additional Work Programme.

	In case unable to complete the additional Work Programme within this 
period, the contractor will pay for 35% of the unfinished additional 
Work Programme.

c)     Another 6 months (12-upto 18 months) extension (beyond 12 months) may be 	
     granted subject to the following: 

	DGH will reasonably determine the estimated time required for 
completing additional Work Programme.

	The contractor would be required to give a Bank Guarantee of 50% of 
the unfinished additional Work Programme.

	Will not be able to set off this Work Programme from subsequent 
phase.

	In case unable to complete the additional Work Programme within 	
this period, the contractor will pay for 50% of the unfinished 	
Minimum Work Programme.
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7. Blocks falling 
in unprospective 
area, MWP has 
not been completed 
(these may be 
blocks, which were 
awarded on a single 
bid basis):

In this scenario, the extension may be granted in following manner:

a) 6 months extension may be given in terms of the provisions of the PSCs.

b) Another upto 12 months (6-upto 18 months) extension may be given   	
     subject to the following:

	DGH to determine whether the block falls in unprospective area along 
with the supporting documents / data.

	DGH to reasonably determine the time for completing the unfinished 
Minimum Work Programme.

	The contractor will provide Bank Guarantee of 50%amount of the 
unfinished Minimum Work Programme.

	The contractor will relinquish the area in terms of the provisions of the 
PSC at the beginning of this extension period.

	The block will come in the domain of open acreage and may be offered 
in a bidding round or under open acreage system (as and when it comes in 
force). However, in case of any discovery as a result of Work Programme 
under implementation during this period, the contractor will have the 
right to retain the relevant discovery areas as reasonably determined 
by DGH / MC. In case, the contractor as a result of exploration during 
this extended period desires to go to the next phase of exploration, the 
contractor would be allowed to proceed to the next phase provided no 
licenses / leases have been issued or the area has not been offered under 
bidding process at the time.

	Will be required to pay equivalent amount of the unfinished Minimum 
Work Programme, if MWP is not completed in the extended period.
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8. Block falling in 
unprospective area 
and MWP have 
been completed 
but the contractor 
wants to retain the 
area to carry out 
additional work 
(these may be 
blocks, which were 
awarded on a single 
bid basis):

In this scenario, extension may be given in the following manner :

a) 6 months extension may be given in terms of the provisions of the PSCs. 

b) Another 12 months (6-upto 18 months) extension may be given subject to 	
    the following:

	DGH to determine whether the block falls in unprospective area on the 
basis of supporting documents / data.

	DGH to reasonably determine the time for completing the unfinished 
additional Work Programme.

	The contractor to provide Bank Guarantee of 35% amount of the 
unfinished Minimum Work Programme.

	The contractor to relinquish any area in terms of the provisions of the 
PSC at the beginning of this extension period. 

	The contractor will not be able to set off the additional Work Programme 
from the next phase.

	The block will come in the domain of open acreage and may be offered in 
a bidding round or under open acreage system (as and when it comes in 
force). However, in case of any discovery as a result of Work Programme 
under implementation during this period, the contractor will have the 
right to retain the relevant discovery areas as reasonably determined 
by DGH / MC. In case, the contractor as a result of exploration during 
this extended period desires to go to the next phase of exploration, 
the contractor would be allowed to proceed to the next phase for such 
remaining area as is still open i.e. no licenses / leases have been issued 
or has not been offered under any bidding process at the time.

	Will be required to pay 50% of the equivalent amount of the 	
unfinished additional work  programme, if MWP is not completed in 
the extended period.
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B.	 Extension beyond exploration period i.e. after exploration phase–III (but excluding any demonstrable  
	 condonable delays on account of getting the Government approvals / clearances / permits etc.)

Sl. No. Type of proposal Suggestion along with proposed conditions

1 Extension sought 
to complete MWP 
of phase-III and no 
discovery made:

As the contractor has not been able to make any discovery even in 7 or 8 
years and has also not been able to complete the MWP of phase-III, no 
extension shall be given and contractors shall be required to pay the money 
to the Government in terms of the provisions of the PSCs.

2 Where MWP have 
been completed, 
no hydrocarbon 
discovery made and 
contractor wants to 
carry out additional 
Work Programme 
and retain the area:

Upto 12 months of extension may be given on the following terms and 
conditions :

	The contractor will provide 100% Bank Guarantee and 30% cash 
payment as agreed pre-estimated liquidated damages for the additional 
Work Programme.

	The Contractor would be required to retain only minimum area along 
with justification and reasonability of the Work Programme along with 
proposed extension period. This is to be decided by the Government in 
consultation with DGH.

	No assignment of participating interest (PI) shall be permitted during 
the extended period.

	The block will come in the domain of open acreage and may be offered in 
a bidding round or under open acreage system (as and when it comes in 
force). However, in case of any discovery as a result of Work Programme 
under implementation during this extended period, the contractor will 
have the right to retain the relevant areas as reasonably determined by 
the Government in consultation with DGH.

	In case of pre-NELP PSCs, the contractor (in place of NOCs) will be the 
licensee / lessee after expiry of exploration period and will be liable for all 
statutory levies and other obligations under the PSCs / laws. Other terms and 
conditions of the PSCs shall remain unchanged.
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3. Extension sought 
to complete MWP 
of phase III but 
h y d r o c a r b o n 
discovery made:

In this scenario, extension may be given on the following conditions:
	The contractor will provide 100% Bank Guarantee and 30% cash 

payment as agreed pre-estimated liquidated damages for the unfinished 
Minimum Work Programme.

	The Contractor would be required to retain only  minimum area along 
with justification and reasonability of the Work Programme along with 
proposed extension period. This is to be decided by the Government in 
consultation with DGH.

	No assignment of participating interest (PI) shall be permitted during 
the extended period.

	The block will come in the domain of open acreage and may be offered 
in a bidding round or under open acreage system (as and when it 
comes in force). However, in case of any discovery as a result of Work 
Programme under implementation during this extended period, the 
contractor will have the right to retain the relevant areas as reasonably 
determined by the Government in consultation with DGH.

	In case of pre-NELP PSCs, the contractor (in place of NOCs) will be the 
licensee / lessee after expiry of exploration period and it will be liable 
for all statutory levies and other obligations under the PSCs / laws and 
other terms and conditions of the PSCs shall remain unchanged. 

	The contractor would be required to enter into separate ring fenced 
PSCs for exploration areas w.e.f. the date of  extension.

4. Where MWP have 
been completed, 
d i s c o v e r i e s / 
c o m m e r c i a l 
discoveries have 
been made and 
contractor wants to 
carry out additional 
exploration Work 
Programme and 
retain the area:

In this scenario, extension may be given on the following conditions :
	The contractor will provide 35% Bank Guarantee and 30% cash 

payment as agreed pre-estimated liquidated damages for the additional 
Work Programme.

	The Contractor would be required to retain only minimum area along 
with justification and reasonability of the Work Programme along with 
proposed extension period. This is to be decided by the Government in 
consultation with DGH.

	No assignment of participating interest (PI) shall be permitted during 
the extended period.

	The block will come in the domain of open acreage and may be offered 
in a bidding round or under open acreage system (as and when it 
comes in force). However, in case of any discovery as a result of Work 
Programme under implementation during this extended period, the 
contractor will have the right to retain the relevant areas as reasonably 
determined by the Government in consultation with DGH.

	In case of pre-NELP PSCs, the contractor (in place of NOCs) will be the 
licensee / lessee after expiry of exploration period and it will be liable 
for all statutory levies and other obligations under the PSCs / laws and 
other terms and conditions of the PSCs shall remain unchanged.

	The contractor would be required to sign separate ring fenced PSC for 
exploration area and discovered areas w.e.f the extended date. 
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