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Agenda

- Indian E&P Sector growth – Evolution of Fiscal regimes

- Way forward – Intensifying E&P activities 
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Fiscal Regimes

The most common Fiscal 
regime in E&P industry are 
 
- Production Sharing 

Contract (Profit split) - 
Mostly !!

- Royalty/Tax system (R/Ts)
- Revenue Sharing Contract 

(Revenue Split)
- Service Contract
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Indian E&P Sector growth – Fiscal regimes 
✓ To improve production, intensify exploration , 

bringing technology & risk sharing Govt. 
brought Pre NELP (PSC)

✓ To further bring in level field & attract 
investment, NELP was brought in (PSC 
without Cess)

✓ To remove micro management & give freedom 
to operators, Govt. brought 
HELP/NDR/OALP/DSF with RSC  along with 
Marketing & Pricing freedom

✓ Net importing countries like Brazil, China & 
Malaysia also adopted similar
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Indian E&P Sector growth – Fiscal regimes 
Nomination regime (Till 1980)

- Exploration Acreages on Nomination to ONGC/OIL (+350 PML). NoCs to Pay 
Royalty/Cess to Govt (Oil-20%, Gas-10%, Cess-20%).

- No contract, Govt. monitoring. Nomination acreages >80% - Resource & 
76% Production.

- In Most of the countries, Oil & Gas resources are owned by State except US 
where private lands own the resources. Offshore resources are by state 

- Most of the Fields of this regime are at Mature stage or under declining 
phase. Need incentive to maximise recovery & produce difficult Oil. ER 
Policy to be made more E&P company friendly – Govt. set to gain more Oil & 
Royalty (USA & other countries -Special benefits are given to companies 
for EOR projects).  
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Production Sharing Contract (PSC) – Profit Sharing & Cost Recovery 

Pre NELP(Exploration) - After 1980s: 
(Risk sharing & Technology infusion)

- 28 Exploration block awarded (~10 Active)  

- ONGC/OIL as Licensee /Govt. Nominee

- Licensee to Pay Royalty/Cess 

- Major discoveries – In RJ-ON-90/1, CB-OS-2 (Advanced stage of exploitation), EOR 
implemented successfully

Pre NELP (Development)-After 1990
- 28 Discovered blocks awarded (Small & Medium size) ~  20 Active 

- Production Sharing Contract (PSC) – Profit Sharing based on IM/PTRR & Cost recovery, 
CRL/BDC in some of the contracts

- Contractor as Licensee /Govt Nominee, NOCs had PIs

- Major Fields – PMT, Ravva, Hazira, Bakrol, Karjisan, 
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NELP after 1997 – Level Playing
- 254 blocks in nine rounds ~ 30 Active

- No preferential treatment for NOCs, 100%FDI

- Royalty, No Cess, 

- Contractor as Licensee /Govt Nominee

- +100 discoveries under NELP – Specially in KG-DWN-98/2, KG-DWN-98/3 blocks etc

Many Reforms brought in By Govt. for PSC 
- Exploration Phase Extension to enable complete CWP/AWP

- Rig Holiday for Deep-water & Merger of Phases

- Exploration in PML areas

- Extension of PSC for Pre NELP Blocks

- Early monetization of discoveries

Production Sharing Contract (PSC) – Profit Sharing & Cost Recovery 
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Hydrocarbon Exploration Licensing Policy (HELP) - 2016

To avoid micro management of the contract and giving freedom to contractors - 
Operational & Procurement, Govt. introduced HELP-2016 based on Revenue 
Sharing Contract (RSC) in place of PSC

- Unified License, Open Acreage Licensing, Revenue Sharing Contract, 
Continuous Exploration & Market Freedom 

OALP-I to IX

- Blocks as per contractor choice thru EoI/Bidding; 
- > 150 Blocks awarded thru 9 rounds, +10 discoveries
- 10th OALP round on offer
- Continuous reforms
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DSF- I to III
-  Discoveries/Fields couldn’t not developed by NOCs
-  Revenue Sharing & WP (Weightage 50% each) 
-  Three rounds completed, 4th round on offer
-  Continuous improvement over three rounds

Reforms brought in By Govt. for HELP-RSC 
- Major reforms for OALP in 2019 & 2023 
- To intensify exploration, no revenue for Cat-II & III Basins
-  More Focus on WP rather than revenue
- Capping of Revenue Share with Govt.
- Swapping of WPs for Cat-II & III

HELP – DSF & Reforms
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To intensify exploration drilling in Cat-II & III Basins, Revenue Share has been 
removed.
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What more to be done – Exploration
To intensify exploration & for EoDB, following may be incorporated in the 
policies/regulations

1. Exploration Phase for Cat-I Basins (OALP) may be increased to 5/6/7 years 
for Onshore/Shallow/DW. Also introduce simplified Extension Policy for 
HELP as was in NELP based on merit
✓ To complete WP including Seismic API & interpretations, 3/4 years is 

less
✓ Australia – 6 + 5 years extension, Azerbaijan – 10 years, Angola -

3+1+1+0.5 (Extensions), Banglasdesh -3+2+2 (extensions) and 5 years for 
Gas Marketing, China-10years

2. Work Program Swapping for Cat-I Basin as is for Cat-II & III
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What more to be done - Exploration
3. Tax Holiday for 7 years may be introduced in Deep Water/Ultra DW as 
incentives (Initially existent in NELP-PSC, later withdrawn). Morocco – 10 
years Income Tax Holiday, Zero Royalty on Initial Production.

4. Re-categorisation /Sub-categorisation of Basins for Fiscal benefit

✓ Cauvery DW/UDW – No commercial discovery, still Cat-I
✓ Rajasthan – different sub  basins at different stages, all in Cat-I 
✓ (Bikaner-Nagaur, Jaisalmer, Barmer-Sanchor)
✓ Based on one small discovery, Bengal–Purnia Basin may not be 

upgraded
✓ This issue was discussed earlier between GoI & Stakeholders
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What more to be done – Development & Production 
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EOR Tax Credit for Tertiary Projects, if price below a threshold
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EORP – Royalty Rate ~ 5%, Secondary included later
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Shell & Petronas entered into PSC for EOR – Investment allowance ~ 60%  against Statutory payments
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To improve production and recovery of Indian Fields, following may be 
incorporated in the policies/regulations

1.  Australia - “Use it or loose it” policy for acreages. No renewal after fix 
tenure. Being done in DSF ! Considering all reasons …… !!

2. ER Policy launched by Govt. in October 2018 has triggered ER in the 
country. However, there is need to review the ER Policy, to improve 
production and recovery. Deloitte, 2017 indicate that use of EOR can help 
in improving production by 45%

✓ For IR projects, cut off of 60% for Oil and 80% for Gas need to be 
reduced (Oil-30-35%, Gas-50%) 

✓ Fiscal incentive for reference point 80$/bbl be removed
✓ Fiscal incentive should continue beyond 120 months 
✓ Fiscal incentive (50% Cess reduction and equivalent in other regimes) 

may be increased 

What more to be done – Development & Production 
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Indian E&P Sector – What more to be done ??
3.  DSF Rounds

✓ No revenue share for small discoveries (< 1 or 2 MMTOE). In case of 
wind fall gain, Revenue share ~ 10-30% may be shared. Similar to Cat-
II & III as in OALP.

✓ Technical capability of the Contractor should be eligible criterion 

4.      Production Enhancement Contract (PEC) for Producing Fields. In  
Nomination Regime only & NoC to Bid out with

 
➢ $/bbl for Base Profile, $/bbl for Incremental  production, No of 

Development well
➢ Technical experience should be mandatory 
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Indian E&P Sector – What more to be done ??
5. Cess and Royalty Rationalization

✓ Reduce cess on crude oil (currently levied at 20%) for Declining Nomination Fields 
for brining investment & improving recoveries 

✓ Reduce Cess on Marginal fields
✓ Graded Royalties for EOR/IOR projects

Govt. has brought in many reforms over the years to intensify E&P activities. There is still need to 
brought in more reforms. Detailed Global Comparative study need to constituted 
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