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MINISTRY OF COAL
RESOLUTION
New Delhi, the 26th September, 2016

No. 34011/26/2006-CRC-I (Vol.V).—The objective of Underground Coal Gasification (UCG) Policy in India is
to enable the development of Underground Coal Gasification so as to maximize the utilization of difficult to mine coal &
lignite resources and promote clean coal technologies.

The exploration activity carried out by agencies like Geological Survey of India (GSI), Central Mine Planning
and Design Institute Limited (CMPDI), Mineral Exploration Corporation Limited (MECL) & Neyveli Lignite
Corporation (NLC) etc. has established a coal resource inventory of 306.59 Billion Te and lignite inventory of 44.10
Billion Te. However all the established reserves are not mineable for various resons.UCG is 2 method of extraction even
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from such reserves which are not possible from conventional mining for different reasons.

Under the provisions of Section 11(A) of Mines and Minerals (Development and Regulation) Act 1957 and
Section 4 & 5 of Coal Mines Special Provision Act 2015, a policy to develop Under Ground Coal gasification is framed.

A policy in this regard, broadly on the lines of the existing Coal Bed Methane (CBM) Policy, is given below:-
2. Identification of the Coal Blocks

The areas will be decided by an Inter-Ministerial Committee (IMC) constituted under the chairmanship of
Additional Secretary, Ministry of Coal. The IMC will be responsible for identification of the areas, deciding about blocks
to be put to bidding or awarding them to Public Sector Undertakings(PSUs) on nomination basis.

3. Engagement of contractor & development of contract document

3.1. Ministry of Coal shall take necessary steps for development of the contract document. For development
of bid documents, work program, conducting the bidding process, evaluation of bids, monitoring and process
protocols, ete. CMPDIL will be the nodal agency. .

3.2. IMC will make recommendations for allotment of areas on the basis of bids received and evaluated.
While doing so, IMC will give priority to fertilizer sector keeping in view the need for enhancing domestic fertilizer
production capacities in general and urea production in particular, and thus reducing import dependence.

4. Allocation of Coal Blocks

The Government has decided to offer the coal / lignite blocks for commercial development of Underground Coal
Gasification (UCG) through open competitive bidding system and or awarding them to PSUs on nomination basis or
on the basis of the recommendation of IMC.

S. FISCAL REGIME AND BROAD CONTRACT TERMS FOR UCG:

The fiscal regime and contractual terms being proposed for the commercial development of Underground Coal
Gasification have been formulated adopting a policy on the lines broadly similar to the existing CBM Policy

5.1. Fiscal Regime:
The following fiscal regime is hereby stipulated:-

i The contractors would be required to pay license/lease fee and charges including surface
rentals, land acquisition charges etc. as per the Mines and Minerals (Development and
Regulation) Act 1957 and Mineral Concession Rule 1960 or as required under any other
provisions applicable under other statutes as may be applicable.

ii. The contractor shall pay royalty at a flat rate of 10% ad valorem on the value of syngas. These
amounts will accrue to the State Governments concerned.

iii.  The contractor shall be required to bid for ad valorem Production Level Payments (PLP) on a
sliding scale based on incremental production wherein incremental PLP wil] be applicable only
to the incremental production. Slabs of production rate for bidding PLP will be decided by this
Ministry.

iv. The contractor will be exempted from payment of customs duty on import of goods and
materials required for exploration and exploitation of UCG.

V. Fiscal incentives like seven years’ tax holiday and infrastructure status etc. will be admissible
to the contractor.

5.2.Broad Centract Terms:

The policy hereby provides the following broad contract terms:-

i The size of blocks will be determined by IMC of Ministry of Coal keeping in view the resource
of coal seams and other relevant factors such as logistics, commercial viability for mining etc.

ii. The blocks will be awarded through open global competitive bidding or through nomination to
PSU companies.

iii. The duration of the contract will be for 33 years for blocks located in a normal area and 35
years for blocks in a frontier area. The frontier area will be de fined by this Ministry keeping in
view the lack of infrastructure, technical complexity of the area etc.

iv. The contract duration will be divided into four phases as follows:

Phase-I: 2 yrs. For exploration
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Phase-II: 3 yrs. Pilot assessment for commerciality of production and market
identification,

Phase-Ill: 3 yrs. Development phase.

Phase-IV: 25 yrs. Production phase.

v. The companies will have a walk-out option at the end of Phase-I and Phase-II.
Vi. The contractor will be required to bid for work program generally covering the following
operations for each of the phases as under:

Phase I Detailed geological, geo-physical, hydro geological, laboratory and geo-
engineering studies of coal seams and associated strata especially for
permeability of seam roof strata and aquifer zones. Drilling of sufficient bore
holes to prove the coal resource, thickness & number of coal seams, its
quality characterization and geological structure required for preparation of
mine plan for gasification and for ascertaining number of gasifiable coal
seams and for Preliminary feasibility and techno-economic studies.

Phase II: Drilling of sufficient injection and production wells necessary for gasifying at
least one coal panel for stimulation, Gas flow rate measurement and
ascertaining other production parameters. Drilling of sufficient monitoring
wells to assess impact of contamination of potable aquifers, if any and other
environmental impacts due to gasification and to prepare Techno-economic
feasibility report and full scale commercial development plan and
Environmental impact and related studies market surveys and commitments.

Phase III: Development plan for sufficient number of gasifiers in each gasifiable coal
seam for syn-gas production and monitoring wells and establishment of field
facilities.

Phase IV: Production and marketing of syngas, additional injection, production and
monitoring wells and other facilities, if required.

Vi. In the terms of the contract, companies would pay royalty, production linked payments and tax
as applicable.
viii. Government will not have any participating interest. Companies registered in India could have

100% participating interest.

ix. The contractor will have the freedom to market the gas.

X. All data gathered during the course of exploration, development and operation shall be the
property of the Government

xi. The contractor would be required to give preference to the use of Indian goods and services
subject to quality, timely availability and competitive price.

xii. The contractor will be required to give preference to the employment of qualified Indian
nationals and shall undertake appropriate training programs.

xili. Preference shall be given to the companies which agree to transfer technology to domestic
companies.

Xiv. The contract in general and arbitration proceedings in particular will be governed by Indian

Law.

XV. The accounting and auditing procedure will be separately agreed to in the contract.
XVi. Government may seek appropriate clarifications on the bids, wherever necessary, to properly

evaluate the bids.

However the above Fiscal regime and broad contract terms are indicative/not exhaustive and details will be as
per the contract document to be developed.

6. Pricing of product Gas

The contractor will have freedom for pricing and marketing of gas produced from these blocks on arm’s length
basis. SYN Gas is a low heat value gas (1000-1500Kcal/kg) as compared to Natural Gas with heat value more than
(8000-10000 Kcal/Kg) which due to the fact that in Natural Gas, the methane content is about 70-90 %.
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However Government of India retains the authority to intervene in the pricing issues in the interest of equity or
fair trade practice on similar other grounds.
7. Site Restoration

Abandonment and site restoration process of field/block will be governed as per Government of India’s
Guidelines/rules/regulation as in vogue from time to time.

The decision herein contained will come into force with immediate effect and will remain in force until
further orders.

R.P. GUPTA, Jt. Secy.
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