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ABSTRACT

Exploration, development and production of natural gas in Bangladesh are of great
imporiance and plays vital role m our economy. In Bangladesh exploration activities
commenced from the beginning of the ninteenth century. Afler several phases of
exploration work by government crganizations and international oil cum-panieﬂ {10Cs) en
overall good SUCCﬁSS-I‘EIiU in dnlling has been ach;cvcd . Despite our geologically
prospective arcas our exploration a;u:l development of rcs;f:rvna is limited because of our

technical and financial limilations

After independence, Bangladesh has made several policy changes including

legislative and contractual frameworks and competitive incentives oflered in favour of
forcign participation. The international scenario in ofl and gas seclor is changing and in
this regard Bangladesh is getting positive respenses from 2 number of I0Cs to develop
this sector This report reviews Bangladesh’s exploration history and reveals pms

development strategies. It zlso discusses the current situation and forwards kev

suggestions in our present policy and contractual framework,
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Chapter [

INTRODUCTION

Bangladesh comains a large sedimentary area with favorable peological conditions
for hydrocarbon exploration, Several phases of exploration have been adopted since eary

century, Bangladesh is  considered as a good hydrocarbon potential zone but our

cxploration and development activaties in this sector has been poor because of our limited

technical, financial and infrastruciural faciliies.

From its inception, Bangladesh 1s trying 10 develop 115 economy using ils onlv natural
resource, natural gas. The use of natural gas began in 1960 and since then the use has been
diversified and demand for gas has been on the rise. Every time with the commssioning

of a ferubizer factory or & gas turbine power plant, there has been a sudden increase on the
demand curve Tor natural gas, Exploration and development activities increased whenever
the demand for pas exceeded the availability of producer’s capacity and the supply
system  As a consequence, the importance of natural gas was realized and its exploration

and development stratepies were revived.

In 1973, twor vears after hberation. a comprehensive policy was recommended for a
new legal lramework 1o safeguard the national interest and to optimise the benelits to the
pational ecanomy. The purpose was to meet the increasing demand of natural gas by

cncouraging rapid exploration and development of our ol and gas sector.
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Following this, a favorable petroleum act was promulgated in 1974, a new Maoded
Production Sharing Contract {(MPSC) was prepared in 1988 tha! was again revised in

1993, This contract 15 now. available for potental investors both from inside and owside

with suggestions incorporated from the Petroleum Policy of 1993 and the National Enenxy
Policy of 1995, These changes and incentives were offered to atract foreign oil
tormpanies to play an active role under a new Production Sharing Contract system. Similar
measures have achieved significant success in attracting international ol COMMNIes 1n

Indoncsia, Malaysia, Egypt and China. Model Gas Purchase and Sale Agreement of 1995

15 also avaifable now. Several round table conferences were armanged inside and outside
the country to focus Bangladesh as a potential oil and gas zone 1o intemational ol
companies. In this regard Bangladesh made several policy changes in favor of foreign
participation. With renewed interest in gas and favorable condition for foreign investment

in Bangladesh, a number of IOCs are keen to invest in this sector now. This paper reviews

Bangladesh’s petroleum exploration history, legislative changes, current situation and

some key suggestions regarding future prospect of our hydrocarbon exploration and

development.



Chapter II

OBJECTIVES

After the first commercial production of natural gas in 1960, the use has becn
diversified and its demand increased sieadily. Today around 75% of our power generation
is dependent on natural gas. Several projections {Petrobangla, NEP 1995) of natural gas
show that this demand would increase around 7-10% in fetitizer sector, 10-13%% in power
gencration and 7% in industrial use. Under the present pace of development in the power

and fenilizer sectars, by 2005, 1t 15 realistic o expect that 1000 MW of electnic power and
one 500,000 ton urealyear plant are to be added to the exisnng capacity requining
additional 150 mmscfd gas for power and 50 mmscfd for urea (Quader, 1999). During
2006-2010, another 300 MW ol clectric power will be added requiring adduional 75

mmscid gus.

To meet this growing demand, several changes have been made in the legal
framework to atiract international oil companies to play an active role to raise the present

recoverable reserves by increasing exploration and development activities.

The objectives and possible outcome of this study are as follows:
B To identify any.shorcomings in legislatine procedures {(Petrofcum Acis,
FPolicies, ete ) that mav have created hindrance to promote ewploranion and

development of Dangladesh gas sector.

W Toidentfy the changes 1 pelicy that attracted International Oil Companies
(10Zs) to 1nvest in Bangladesh.
¥  Tocompare Production Sharing Contracts (PSCs) of different countries, and 1o

identify any weakness of our PSCs and make suggestions to improve them.



Chapter I11
PROSPECTS OF OIL AND GAS

[Bangladesh constitutes one of the largest deltas of the world. To evaluate the
prospect of ol and gas in Bangladesh needs dewiled knowledge of geology and the
lechniques for identification of promising areas of resources. Because of the poor
exposure of rocks and the hmited wells drlled so far, the peology of Bangladesh is no
adequately known (REIMANN, 1993). The site selection of drilling for o and gas
depends on the detailed geological and peophysicel mapping and ils accurate
imterpretation in relation to stratigraphy, structure, scdimentation and depositional

environments of sedimentary rocks of the regions Without which the oil and gas

accumulation can not be accurately identified.

Fetrohangln in ea-aperation with the German CGeological Advisary Group camied
out geological imsestigations on a 1150,000 scale in 1977 for sedimemotogical studies of
rock sections between Ranirhat and Rangamati and between Chandraghona and Kaptai in
Chittagong Hill Tracts A geological study was dml'ue close to the Indian border in
Chitagong Hilt Tracts and also in areas near Cox’s Bazar, Sitakund and Sandwip with the

aim of oblining specific information on unconformities and thrust faulls in these areas

(Khan, 1980). The cbjectives were to better understand the regional geologic and tectonic
features of the south-casiern pant of the country. Carbon-isowops (13C/12C) analvses on
gas samples from all producing onshore pas fields and from nalural pas SECPAZES
elscwhere were camed out 1n the laboratones of Federal Institute for Geosciences in
German. The results indicate that all these natural gases are derived from marine organic

substances and are not from coal or humic orpanic matter. These pases mav well have



been generated together with ool but were subscquently separated from it during
migration. I that was the case, there is a good chance to find oil as well in this seemingly

highly gas-prone country,

Considening the above available parameters and on the basis of geological

structures, the promising arcas are clearly shown in Figure-3.1 and described below-

3.1 Surmsz Basin or Sylhet Trough

Geological rock sequences of sub-surface conditions of Surma Basin based on the

available peological logging and interpretation of geophysical data indicate that the rocks
of Eocene, Oligocene and Miocene ages are present. These rock types characierizes the
source rock, reservoir and cap rocks and requisite conditions favourable for generation of
oil and gas. The present striking rate of pas ficlds of the regions give posilive evidences

for prospecting of gas in BokaBil Formation of Miocene age or the possibility of finding

eil in Barail formation of Dligocene age.

3.2 Folded [elt, The Hilly Regions

The rocks of BokaDBil or Bhuban Formations are exposed in the folded-belt. The
sorrelation of similar roek types and lu geological conditians of oil Aelds of Assam give

possible evidences that gas may be available in lower Dhuban rocks of miocene a0 Or in
Barail formation of oligocene age, but drlling site selection must be in the suitable

anticlinal structures of the regions.



3.3 Flat Land of Geosynclinal and OQffshore Areas

The detailed geological and geophysical dala needed for interpretation of sub-

surface conditions suilable for pewroleum geological parameters for prospecting of oil and

gas. The correlation between environmental conditions and the behaviour of major
structural elements need detailed geological and geophysical study of these geosynclinal

and offshore areas.

3.4 Transitional Zone (Morth-Western Part)

The transitional zone between the Shelf region (not suitabte due to namow thickness
of sedimentary rocks) and geosy nclinal areas, may be considered as areas for prospecting
of il and gas Identification of the promising sub-surface areas need presence of switable
structures or the favorable facies conditions due 1o transgression and regression of sea

during Eacene Lo Mincenc ages.
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Chapter TV
SECTORWISE NATURAIL GAS CONSUMPTION

To undersiand the development of legislation in this energy sector, a clear picture of the
past, present and future consumption of natural gas must be drawn, Hence | a sectorwise CNergy

erowth scenario {s presented here.

During the international energy crisis of the 1970°s, the rapid rise in international ol
prices increased demand for natural gas in difTerent sectors for its lower cost. A more attractive

Imcentive to use natural gas is its easy and elean burning environment benefits With the growth

of the econamy, demand for energy increased. To meet up this demand, 1QCs are encouraged to

invest in our gas sector by changing policy matters that included legislative and contractual

framework (detailed descripuon in chapter YII),

From Table<4.1 and Figure-4.1 it is clear that natural pas consumption fn the power and

ferilizer sector started increasing drastically in the mid-80s. This is hecause at that time most of
the power plants in the easwrn grid was being converied from diesel 1o natural gas and at the

same Lme some new power piants based on gas were added in the national grid. In the fertilizer
sector, three big urea plants were installed from the middle of 80s to the beginning of 90s.
Industrial and commercial demands also Inerensed during that period, although the overall

percentages of this two sectors are not as significant as the other two.

In 1995-97, cunsurnptilnn of naturel gas in fenilizer sector decrensed due to supply crisis
of natural gas in the Chitlagong region. As a result, Chinlagong Urea Fentilizer Factory (CUFL)
stopped 1ts production, Power sector was given prionty for supplvine gas at that time, Afler
completion of Ashugonj-Bakhrabad pipeline (A-I3 pipeline) and commencement of gas from

Sangu and Jalalabad gas field by two 10Cs, CUYL. again started production and patural gas
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consumption in fertilizer sector increased. A similar supply shortage also occurred during 1989-

91 period due to a fatal accident at Ghorasal Fertilizer Factory. Presently there is no shortage of

supply and the daily demand is about 930 mmscid,

Table-4.1: Scctorwise Natural Gas Consumplion

Sectors (MMSCF)

Yeur Power Fertiivrer Indusinal Commmercial Domestic i Tenad
196,768 225 0 0 0 0 225
196864 1019 n 5 9 1 1034
16570 1140 %25 145 % 4 343
1970-7] 341y 4225 255 41 2 796
197172 363 602 322 13 36 1096, |
147272 4513 D6AD $43 66 87 PA17K
197374 7419 10555 | 1462 1k 146 15701
1974-75 63 2008 | 178 1% 77 10403
197576 | 6535 1H | 2334 264 189 0642
197677 52000 104127 | 3047 370 766 2410

| 1977-7% 0127 K34 a2 171,27 F125.43 13076 87
197479 0208 | 146 | a557.34 §Sd 55 1873 09 27640
109780 1018 1975 | 518299 107% 10 256184 3181593
10051 i 13321 nzie | semen 1342 47 3350,00 354207 |
198 -%2 140116 19836 1 7301.06 168008 214,25 3013229 |
U233 rl L 2l 191440 f TRIT 1917 57 30 e Fﬂnﬂﬁ:"i!
{U3-K4 12%%6 25805 | maR7 93 T 67 S785.08 | reanye |
198485 329270 1296 11447.76 1237 62 631895 | wrigxos
T0RS.36 3977827 | 3OF0S0 | 1635256 272154 6796 95 wite g2 |
FRe. 5T 4185211 134745 L 1Re3 e | 3515 8¢ | 6840 79 114256 35 |
194 7-8% ' RIS 45 SO9TRTY . TS6RS 47 3603 13 7500 41 14892 6% |
TUKK-Rl 55 8N STHRR 81 14297 08 113 1% 92AL.2% L=I02h B2 l
 U8Y-9) 7555745 SS009 1) ¢ 1389244 309R 67 10418 70 158876 37 |
145015 ) %2556 11 3417233 ' 1301178 2030 33 10529 37 164100 14 |
1001002 RIS 6T | 6163231 | 1408855 313573 11645 93 L7R617.59 |
1423 43212.08 KOITG 1% 15KGH 03 2537 9 13495 68 194232 U8
199304 Y7491 11 FA4IIE0 198955 IR53 46 15603 03 21027809 |
14005 WH3737 | w64 ad 1 23590 2% 2896 42 1878178 23U7] 24
5.0, 16827 1% GUNTOS 1 2718953 wen | 20776 44 2EROESN |
1907 b Uk 20 | 77RIRST | 2930097 3393 3% 22560.06 214755 2% |
1L97-0 12339 93 SO 6% | 3304661 | 3497 83 24984 67 N 72

Tatal 12062817 | 99876319 . 3n00581 | 309193 2190805 | 2881050.76 F

Source: Parobangla M5 division
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in 1968-A%, out of a total consumption of 1034 mmscf, power sector alone used 98%: of

the towl gas and commercial, industnal and domestic scctors together used only 2%. With the
introduction of gas in the Ures Fertilizer Factory Limited (UFFL) at Ghorasal in 1979, the 10tal
demand for gas stood at 7962 mmscf, Percemage use of pas in power, fertilizer, industrial and
commercial scctors were 43%, 53%, 4% and 0.5% respectively. Domestic use of gas was 3% m
1970-7] which increased to 8% 1n 1979-80. Use of gas in power sector kept on increasing and
in 1996-97 ity share was 46%. Fipure4.2 shows percentage of gas consumption in differemt

sectors from the beginning of its use. It is anticipated that more and more gas would be used to

meet the power demand of the country

4.1 Gas Demand Projections

Ower the past decades demand for gas as an economic and convenient fuel increased
remarkably. There have been several projections of natural gas demand Some of the imporiant

assumplions were,

«  7.1(1% increase in gas demand for fertilizer
. 1)-13% increase in gas demand for gas fuelled power generation

« 7% riscin gas demand in the industrial sector

Aziz and tmaduddin {1999) studied gas demand projections and & conservative analyss by
Petrobangla indicates that the total demand will increase from 948 mmscfd {avg )1112
mmscidipeak) in 19992000 to about 1450 mmscfd {a»’g:}l {14530mmscfd {peak) in 2004-2005
and 1900 mmseld{avg. ¥V2250mmsed{ peak} i}1 2009-2010, This conservative analysis uscs the
above mentioned growth rates of gas demand for forecasting. Some other projections { first tive

year plan, sceond five year plan ete.) showed much higher demand growth tates which were

alwavs proven 1o he far above the actual demands
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Chapter V
TRENDS OF NATURAL GAS USES FOR POWER GENERATION

From the present trend of economic growth in dilTerent areas it is clear that most of the
luture gas demand would come fram the power sector. A more detailed and lists of (he gas
demand scenario in power sector would enable us to have a beiter understanding of the

growth projection.

Natural (ras was first introduced on a trigl basis for power generation 1n Bangladesh
(the then East Pakistany in 1967 in a 30 MW power plant in Siddirgonj. Uses of pas 10
produce electnicity increased steadily and in 1999 installed generating capacily by using
natural gas stood at 2375 MW which is about 75% of the total installed capacity in
December 1999, natural gas was supplied to Lhe western zone for the first time and 1t is
expected that severa! gas fired power plams would be cswblished in the power starved

weslern zone of the country.

Table-5 1 shows that natural gas consumption staried increasing in power generation
from the very hegimming afier the installation ol a 30 MW trial plant in 1967 Canversion of
the old ail-fired power plants and addition of some new power plants pushed the the total

demand of gas 10 the present value. From Figure-5.1 it is clear that in the mid-80s. natural
gas fueled power generation installed capacity increased sharply This was due to the
addition of three 210 MW units at Ghorasal and three 150 MW units at Ashugan| In mid-90s<
another new power plant in Raozan with two umits each of 210 MW capacity was added in

the national gnid. A sharp rise in natural gas consumption curve can be obseryed during that
period. Furnace oil and HSDY/SKO consumed in power generation,mainly in the remote areas

and western sone where natural was is not avallable, remains almost same from the
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beginning Natural gas completely replaced the use of naphtha and coal in power gencration

in 1972 and 1983 respectively,

Under the prevailing pace of development and gas demand projection by conservative
analysis indicales that 1n the powur sector around 1000 MW electne power 1s 10 be added 1o

the cxisting capacity requiring additional 150 mmscfd pas by 2005 {1530 mmscfd for 1 MW

poser plant)

Table-5 1: Trends of Natural Gas |ses for Power Generation

| tnstalled capacity by type of fusl (MW |  Totat |
Year i Hydro | Coal | Furnace Malural ‘ MNaphtha HS OV installed
| 1 | @l Gas KO tapacity
| _39ES6T | 2000 | 30.96 | 30 00 | ! 79 20 | 22016
B BOQO | 30,96 30,00 . 124 59 | 263555
1568-69 | 2300 | & o0 24 96 117.00 a7 oo 85.34 36030
Io1%s-70 a0 00 | 418 | 2 B8 | 181,50 | 43 50 AO00 | 4tRDE
1970-71 BO.00 | 4168 2080 316 40 | 45 70 8164 ¢ 54870 !
1971.72 | ENOO | 416 | 24 80 31640 45,70 8164 | F48. T4 !
| 1972-¥3 | 8GO0 416 | B BO 1 HBALT 4570 Bt23 | 60829
P 197374 | 8000 Swopped | 8496 371401 4570 78031 88009 |
1974.75 a0 on i 84 o5 37140 | 45 70 8538 ! BE7 44 |
1975-76 B2 G0 ] 84 G5 426,40 | 4570 128521 TEE 54
197577 * BO GO i 84.96 426,40 |0 4570 1296, TEGEG
1977-78 ' EHR | B4 06 426 40 | 3270 128.08 § 752 14
| 187879 soon| . 1. 76E4l 426 40 7 20 127,741 7i7 98|
| 1978-B8 a0 05 i BO00 | 476 40 23478 | EKE]
1880-81 | BOD GG [ 80 00 426 40 | 22678 1 81316
198182 | 13000 | 20,00 414 00 ° [ 233.00 | B57 00
1682-83 | _ 12000 | 7664 | 474 00 | 6 50 23211 91924
1963-B4 ' 13000 | | 182 45 | 564 00 | 1300 231550 1100
1384-85 ' 130.00 i 18245 S77.00 | sepped 251551  1141.00 |
1985.26 | 120.00 [ 17000 63300 | I 23823 117123 |
1686-67 | 130.00 170 00 1069 00 1 | 238331 1607.23 |
1987-88 ;. 230,00 170 O 1468 00 | I 278231 214623 |
19g8-83 | 2ap00 | 174003 1678.0 | | 28728] 238528
1989-80 | 23000 I 170 60 1678 00 | P 27421t 23502 |
199081 | 230080 17,80 e g | ! 3 Zrapw) |
1991-92 23000 | 170 00 1875.00 4 33268 | 239758 .
19%2-93 23t oo ! 170,00 1875 00 | 33268 | 280788
1993-94 23000 I 17000 2175.00 | 33268 |  2607.68 |
195%4-95 | 230.00 17000 2175.00 | | 33258 20768
TH0E.55 22000 | 170.00 2175.00 | 332 64 200766 1
199657 230,00 | 170.00 | 236500 2600 | 200788 ¢
1967-98 | 230.00 | 17000 | 2355.00 435,00 | 3081.00 |
1958-08 ) 23000 | 17000 257500 43600 | 3411.00

Source Sysiem planning dept PDB
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Chapter V1
EXPLORATION BACKGROUND

Petroleum exploration in Bangladesh commenced from the beginning of the current
century. Increasing trends of natural gas consumption in dilferent sectors specially in the

power and femilizer industries encouraged government o take steps to enhance
exploration activities in the dilferent areas of the country  Exploration activities took

place in three phases These phases are divided on the basis of different administrative

regime such as British, Pakistan and Bangladesh tenure.

6.1 Phase-1({1910-1933)

In the lirst phase, three expleratory shallow wells were drilled near Sitakund on the
Sitahund structure between 1910 and 1914 by the Indian Prospecting Company, The
Burma Qil Company (B.0.C.) drilled the first exploratory shallow well in 1914 on the
same structure. But all these wells were abandoned as dry holes. Subsequently between

1923 and 1933, the B.Q.C. dnilled two shallow wells in Patharia structure. Indications of
1] were found but no commercial production was established, 1n this phase, shallow depth

wells varying from 763m to 1047m were drilled and no oil or gas ficld was discovered,

6.2 Phase-II {1951-71)

Alter the disruption of World War-11, once again exploration begun and during the
period 1951-71, 22 exploration wells including one offshore well were drilled. In this

phase, individual well depth varied between 830m to 4500m. National Of and Gas
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development Corporation (OGDC) of Pakistan drilled 4 wells and Forzign Compames
{Shell, Stanvac, Pakistan Petroleum Ltd (formerty B.O.C) ) drilled 18 wells. OGDC
discovered one gas field and the foreign compames discovered seven pas ficlds The
second phase of exploration added glorious chapter in the history of Bangfadesh natural
gas sector. Most of the present recoverable reserves were added durning this period. The
two largest gas field — Titas and Habiganj were discovered in 1962 and 1963 respectively.

I*hase-I1 exploration activities are shown in Table-6.].

Table-6.1: Phase-11 Exploration Activities

¢ Sl | Discoveredby | Yem Field | Gas ReseneiCF) |
i 7 F’Iucz:“ Eecoverable
D I o9se | chhaiak 1900 1400
BEED 1955 | Sythet b.444 0.266
t 3 Shell 1960 Rashidpur 2242 I
. 4 | shen 1962 | Kulashtila | 3.657 2.529
]i s | Shel 1962 Titas 4.138 2 160
lr'_ 6 | Shell 1963 | Habigonj 3.669 I 895
| 7| shet 1969 | Bakhrabad 432 0.867
:l_ 8 | oooe 1969 Semutang 0.164 0 (0%

Suureen, Peirobiangls Iibean

6.3 Phase-ITT (1972-1996)

Aller the emergence of Bangladesh, The Bangladesh Petroleum Act 1974 was
promulyated and subsequently Petrobangla was formed in 1974 1o promote and repolale

exploration, production and distribution of petroleurn. The years 1974-78 were focused on

oftshore drilling (Hossain, 1998) by <ix internationa! oil companies under Production
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shanng Contracts (PSC). From the beginning of the 80's exploration was tarpeted om
liguid hydrocarbon (Hossain, 1998) and as a result Bangladesh cntered into the oil-crz in

December 1986, crude ol was discavered from the well in Haripur (well no, Svlhet 7)

Int the third phase. 33 wells including 8 offshore wells were dnitled. [ndividual wel)

depth varled from {500-497m Petrobangla discovered 9 gras Meld and 1 of! fleld and
loreign companies discovered 5 gas liclds of which 2 are in the ofshore area Phase-IH

crploration activities are shown in Table-6.2,

Table-6.2 Phase-{Il Explomtion Activities

;8 Discovered by Year Field Cias Reserve(TCF)

I! MO In Place l Recoverable
I UNION 1977 | Kuwbdia 0.781) i 0,468

E 2 .| Petrobangla 1977 | Begumganj 0 (25 0.015

| 3 Petrobangla 1981 | Feni | 0.032 0,08

? 4 Petrobangla 1981 | Beanibazar 0.243 0.167

i S| Petrobangls J 198 Kmmta | 0.325 0.195

{| 6 Petrobangla 1988 Fenchugonj £1.354) | f1.210

I 7 SCIMITAR 1989 | Jalulabad 1,500 {r.950

[ : Petrobangla 1990 | Meghna 0.150 0.104

| 9 | Perobmyla 1990 { Narsindi 0194 _; 0.126

| 10 Petrobangla 1995 | Shahbazpur 0514 0.333

[ 1 Petrobangla 1996 | Saldanadi /(R S (R P
B CAIRN 1996 | Sanpu 1 137 0798
| 13 | Petrobangla 198 | Sylher-7 Qil(s 2

|_ B MMBEI)

' 14 OCCIDENTAL 1990 Bibiyvana Under apprizal

I] 15 UNQCAL 199 | Maulvibazar | Uinder apprisal

Sourees: Pelrabanpla bbran:



In the third phase, one drilling operation a1 Magurchara by Oceidental suifered a blowout

and by subsequent drilling in the same area, Moulvibazar Field was discon ered.

Figure-6 1 shows a phase-wise exploration history of Bangladesh, From the figure, it

15 seen that after introduction of mare favourable acts and policies, there 15 notable increase in

expleration activities,
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{‘hapter Vil
MEASURES TAKEN TO ENHANCE EXPLORATION

7.1 Priroleum Act 1834

Petroleum Act 1934 (1934) consolilated and amended the law relating to the
impor, trenspor, storage and production of petroleumn and other inflammable substances,

MNuthing was mentioned about petroleum exploration and development in the 1934 act.

Afain components of this acl are;

. No one shall import, transport (storage or distribution) any petroleum save in
accordance with the following rules -
a) Prescribing places where petroleum may be imponed and prohibiting its impon
elsewhere,
b} Regulating the impon, transpon and distnbution of petroleum,
) Regulating the piaces at which and prescribing the conditions subject to which

petroleum may be stored,
d} Specifying the nature, situation and condition of all recepuacles in which

petroleum may be stored.

2. No one shall produce {refine, blend) petroleum save in accordance with the
following rules:

a} Prescnbing the conditions subject to which petroleum may be produced, (refined,

blended) and
b} Regulating the removal of petroleum from places where 1t is produced and

preventing the siorage therem and remosal therefrom ele



te

7.2 The Regulation of Mines and Oil-Ficlds and Mineral Development
(Government Control) Act, 1948 (RMOFMD).
This Act (RMOFMI2, 1949} was promulpaied 1n 1948 and by this act the CGovernment

gol the power to make rules te provide for ail or any of the following matters;

1. The manner 1n which and the authonty 1o whom, application for the grant or repewal

of an exploration licence or other miming concession shall be made and the

prescnbing of the fees 1o be pad on such application.

2 The conditions in accordance with which the grant or renewal of an exploration

licenge or other mining ¢ongession mey be mede and the preseribing of forms for

the execution or renewal of such licence, lease and concession,

The circumstances under which renewal of a licence, lease or concession as

LIFF]

aforesaid may be refused or any such licence whether granted or rencwal may be

revoked,

4 The determination of the rates at which and the condition subject to which royalties,

rents and taxes shall be paid by hcensees or lessees,

5. The refinement of mineral els,

6  The contol of production, storage and distnbutien of oils,

7. The fixation of prices at which mineral oils may be bought or sold

Aller promulgation of this act Phase-11 exploration got momenium and following

this, 22 exploration wells were drilled with 8 discoveries.
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7.3 Petrvleum Act 1974

Petroleumn Act 1974 (1974) was promulgated in 1974 and came in foree in August
1974 to provide legal framework for exploration, development. exploitation, production,
processing, refining and marketing of petrotcum This act covers bath upstream and
downstream acuivities of petroleum. Bangladesh Oil, Gas And Mineral Comporation
(Petrobangla) was established in the same year to work as a regulatory body to implement
and promotc explomation. development and other activities of petroleum sector.
Bungladesh Petroleum Exploration Company Ltd, (BAPEX), a vovernment owned
compam was formed under Petrobangla 1n 1989 10 commence and enhance exploration
activities by Petrobangla itself and at the same time to reduce dependence on foreign
companies. Afler promulgation of this act gorermment found favorable cendition to enter
Into a petroleum agreement with any person or company for petroleum exploration and

development activities

Main features of this Act

I.  The Government has, within the lemitory, continental shell and economic zone of
Bangladesh, exclusive nght to explore, develop, exploit, produce, refine and market

petroleun

2. The Government shall plan, promote, organize and implement programs for
exploration, development. exploitation, preduction, processing, refining and

marketing of petroleum
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L)

fn particular and without prejudice to the generalily of the following provisions, the

(zovernment may take such steps as it thinks it :

*  To carry out geological, geophysical and other surveys for the exploration of

petroleum,

*  To carry out drilling and ether dnilling operations to prove or estimale the

reserves of petroleum,

* To undenake such the production of petreleum from such reserves, and the

relining of such petroleum,

*  To sell, distribute, transport and otherwise disperse of petroleum and its refine

products,

= To contribute towards the cost of any studies, expenments or technieal

research connected with petroleum

Besides this act. a need for a petroleum policy was felt because policy can be
updated on a regular basis for further enhancement of exploration activities by foreign

Cunipanies.

7.4 Petroleum Policy 1993

Petroleum policy was formulated in 1993 {Petroleun Policy 1993, 1993) from the

gudeline of  Petroleum Act 1974 1o augment the petroleum resources base of the

country and to meet the ever increasing demand  of natural #as specially in the field of



power, fertulizer and industrnial sectors To achieve this objectives both domestic and
forcign participations are 1o be attracted to this vilal seclor.
&ain objectives of this policy are:

1 Undernake systematic survey, exploration and exploitation of petroleum resources

and to ensure their rational use for sustainable development of the country,

Ind

Adopt umform policy mstrument for both public and privale sector (local and foreign)

ERIErprises,

Consider development of pas felds through private sector, us a part of

L}

covernment’s privatization  olicy,
4. Increase involvement of private sector in the petroleum industry and trade. Create a

competitive environment for giving the best dea! to the consumer in price and

quality,

5. Promote measures for environmental impact assessment in this sector.

For acheving these policy objectives some specilic measures which will promote

exploration and development are:

Steps will be laken to amend the existence acts and rules lo implement the policy
wherever necessary.

«  All applications for exploration licknses will be decided within six months and
disputed or contested applications will be decided within mne months,

*  The Mode! Productton Sharing Contract (MPSC) will be reviewed at intervals,

*  Repatnation of prefit as per FSC provision wall be allowed.
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Private and public sectors will be treated uniformiy
No administering fee or signature bonus will be necessary on signing of PSC.

Special consideration will be given o appheation Tor PSC 1o offshore areas.
[or offshore praduction, rate of bonuscs and the GOB's share would be lower

than onshore production

No duty will be levied on machinery, equipment and consumables imponed lor

petroleum operation dunng exploration, development or production stage.

Compames will remain harmiess of all corporate tax and such olher laxes as are
determined under the terms of PSC.
Local private companies will be encouraged to seek joint vetures with Foreign

comparies and'or with BAPEX in exploration,

Declaration of commercial discovery will be on the basis of one well,

Pricing

The pricing for non associated gas will be 75% of Singapore open market price

of high sulfur fugl o1l with negotiated discounts For ofTshore area this price will

be 25% higher than those from onshore areas.

The pnice of locally produced LPG will be linked 10 imemationa! kerosene price

on BTU basis with appropriate discount to encourage its local production,

The wvalue of oil from each production area will be determined on the basis of

market value comparable 10 Asia Pacific Price Index (APPI).
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7.5 National Energy Policy 1995

[n recogmtion to the imporlance of energy 1n socio-economic development, the

Government of Bangladesh paid continuing attention to the overall development of energy

sector. It involved survey, exploration, expleilation and distribution of indigenous natural

pas;

cslablishment of petroleum refiping facility and  distribution  swstems; and

establishment of power generation plants and nelworks for transmission and distribution

of electricity.

Main points of the Enerpy Policy {National Cnergy 1995, 1995) for Natural Gas are:

[

Special incentive packages similar to those offered for ol and gas exploration in
otf-shore areas are to be given exploration of oil and gas resources in the weslem

Z0ME,

Foreign and local entrepreneurs are to be encouraged 1o invest in exploration for
oll and gas i the country.

Intensive exploration need 1o be continued w0 delineate new structures in the
virgin areas.

Steps are to be taken to dnll the established structures to ascertain their status.

A comprehensive dala base, containing all mmformation and data required for
exploration, is required to be developed by continuously updating peological,
geophvsical and geo-chemical information.

Comprehensive reservoir study of the developed gas fields is to be undertaken to
determine their aciual field potential,

Systernatic apprinsal of the discovered, partially developed and undeveloped

pas/oil fields is to be underiaken to determine actual recoverable reserves.
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7.6 Contractual Framework

An essential and intricate parl of any petroleum agreement 1nvolves the actual
framework for cost and profit sharing. In a way, this contractual framewoerk actually plays

the vital role in atimcting private participation in any government venture. A model
Production Sharing Contract was drafied in 1997 Several incentives were offered to the

10Cs in this contract. Main features of the model PSC {1997) are:

7.6.1 Parlics

1 The Government of the People’s Republic of Bangladesh {represented by the
Mimistry of Lnergy and Mineral Resources) and Rungladesh Oil, Gas and

Mineral Corporation (Petrobangla).

d

Contractor(s} i ¢ local or foreign o1l companies

7.6.2 Contract Area

Designated blocks, Two blocks can be in one contract if geclogically

Justified and in that case separate work program for each block

7.6} Contract Period

1. Exploration: The initral exploration peried shali be three contract years from the
effective date. Contractor shall the right 1o extension of the exploration penod

for upto two successive periods of two contract vears each provided contractor

has fullfilled its obligations of minimum work program for the current period.
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2. Appraisal'’ Up 1o maximum three vears if ¢ontractor by its notice to Petrobangla
proposes to undertake an appraisal of the discovery within which contractor shall

commence and complete the appraisal program,

3. Production: In the event of commercial discovery, the production period shall be

twenty years from the date of Petrobangla’s approval of the development plan for
a ait ficld and shall be twenty five years from the date of Petrobangla’s approval
of the development plan for a gas field If commercial production of an ofl field
ot gas field remains possible beyond the appheable time contractor may request
by notice to Petrobangla at least six months poor to the end of such production
period to have the du.ratiun of this contract extended with respect to such field up

to an additional five years on terms and conditions to be mutuzally agreed

between Petrobangla and contractor,

7.6.4 Relinquishment

Contractor can relinguish to Petrobangla a portion of the contract area and

nights to conduct petroleum operations 1n the following way,

1. Twenty [ive percent (25%) of the original contract arca not later than the end of
third year:
2. An additional twenty five percent (25%) of the contract area nol laler than the

end of the filth contract year,
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3. All portions the contract area not later than the end of the seventh contract
year,
4. All portions of the contract area not desipnated as production arcas, not later

than the end of the last such extension.

Pricr to relingquishment the contractor shall perform all necessary clean-up

activiftes 1pchuding remosa! of equipment or instatlaiion or take action necessary

to prevent hazards to human life or propeny.

7.6.5 Minimum Work Program

Contractor shall commence exploration operations not later than sixty days
afler the effective date, and continue such exploration ditigently for the duration

of the exploration peniod and for any such cxtensions Minimum work
obligation is negoitiable Extended cxploration period should carry well

commitments.

7.0.6 Cost Recovery

Cost Rccovery means by which the contractor recover costs of
exploration, development and operation oul of gross revenues. The concepts is,
one who put up the capital should at Jeast get their invesiment back. The cost

recovery mechanism is one of the most common features of PSC. Tt is slightly

dilferent then the cost recovery techniques used 1n the mosl concessionary

systems. Most P5Cs have a hmit to the amount of revenues the contractor may

ey e Jhle il AR Lor b L gLk -

B T T
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claim for cost recovery but will allow unrecovered costs 1o be carried forward
and recovered in succeeding vears. Cost recovery hmils typically ranges [vom
30%-60% but sometimes this may be upto 100% such as in Thailand and
Norway. In Bangledesh cost recovery limit ranges from 50% for oil and 60% for

oil and following provisicns are applicable for recovening costs,

Subject 10 the auditing provisions of the contract, contractor can recover all

costs and expenses of all the exploration, appraisal, development and relaled
operations with respect to the contract area and out of the recovery limits as set

out below,

1 All operating expenses incurred after the commercial preduction from the
contract arca shall be recoverable in the calendar vear in which such

expenses are incumed and paid.

2. Alltangible costs relating to drilling wells and other capital costs incurred
by the contractor under development plan approved by Petrobangla, prior
to or afler commercial production, will be recovered either in the calendar
year in which the expenditure was made or the calendar year in which
commercial production occurs, whichever occurs first. A sample cost
recovery agreement between the govemment and an operaling contractor

15 discussed in chapter VIl
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7.60.7 Natural Gas

Following good reservolr management practices, eontractor shall have the
nght to produce annually a total volume of gas up to 7.5% of the proven

total recoverable gas reserves for each gas ficld

Contracter can use withpriority any natural pas in the contract area for the
purpose of increasing the recovery of oil, where good resrvoir practices

indicate that the use of natural gas for this purpose is required.

Contractor shall have the right to exporl any markelable natural pas
produced from the ¢comract area in the form of liguefied natural gas (LNG)
either directly or via third pany subject W negotiation with the povernment.

Such volume shall consists of:

a. Contractor’s cost recovery natural gas,

b. Contractor’s profit natural gas,

¢. Pelrobangla’s cost recovery natural pas and profit natural pas or where

applicable, the remaining sharc of Petrobangla™s natural pas

Where the contractor intends to export the natural gas as [LNG, the related

LNG facihities shall be constructed and operated on the basis of a special

LNG export agreement between contractor and Petrobangla,

3. Contractor has the option to sell contractor’s share of gas in the domestic

market to a third party, subyect to Petrobangla’s right torefusal first,
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7.6.8 Gas Pricing

The pricing for non-associated gas will be 75% of Singapore open market
price of high sulfur ¢il wath nepotiated discounts Qffshore gas will be pnced at

25% higher than those from onshore areas.

The market price shall be calculated for each calendar quaner based on the

arithmatic average of the Asian Petrolcum Price Index (APPI} quotations of high
sulfur Fuel o1l (HSFO) 180 CST. This means the price of gas produced by 10Cs
is to be bought by paying in the range US $ 1.28 to 2 78 per 1000 scf depending

on the price of HSFO in Singapore.

7.6.9 Taxation

All laxes to be paid by Petrobangla excluding income lax of subcontractors

and employees of contractors and sub-contractors.

7.6.10 Domestic Consumption

Contractor shall provide up to a maximum of 25% of his profit oil at 15%
discount and remaining if required to GOB/Petrobangla at full fair market poce
in converlible currency. The government has the [rst right to purchase
contractor’s gas The contractor will be assured a domestic market outlet within
12 months of commercial discovery of gas failing which the contractor would be

free to [ind market outlet within the country
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7.6.11 Manzgement of Operations

A Joint Review Committee comprising of representative from Petrobangia
and GOB and representatives from the contractor shall coordinate work program.

A joint manapgement committee will replace joint review commitice after

declaration of a commercial discovery,

7.6.12 Assignment

Contractor, may with prior written approval of Petrobangla assign any or
all of its rights, inlerests and obligations under the contract to any of its
Afliliates. AfTiliated assignee shall be as qualified as the assipnor with respect to

its technical and financial competence The assignor shall remain Juintly liable

with its afTiliates for all obligations under the contract,

Subject to the prior written approval of GOB/Petrobangla, the contractor

may essign any parl or all of its rights, interests and obligations under the
contract 16 a non-afTilieted third party. Any assignment made shall be free of any

trasfer taxes, slamp duty charges or other fees.

7.6.13 Currency Control

Contractor is allowed to repatnate its income from petroleum operation

freely.
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Chapter VIII

COST RECOVERY AGREEMENT BETWEEN GOB AND AN
OPERATING JOC

In a concession type petroleum contract profit cajculation is done throughout the
praject period on a yearly basis. On the other hand in a PSC, this vearly battle between the
two participating sides is ebminated by agreeing on a pre-determined set of preduction
sharing rule The major dispute in this tvpe of contracts mostly arise from the cost recovery

calcufation A closer look at the provisions of such cost recovery agreement by GOB is

discussed here.

Subject to the auditing provisions of thec ontract, contractor shall recover all costs and
expenses of all the exploration, appraisal, development and related operations with respect 1o

the contract area to the extent of and ot of the recovery limits as set ont below:

1. A maximum of forly percent (40%) per calendar year of oil produced from any
individual o1l field with estimated initial recoverable oil reserves exceeding 85 million

barrels. For field sizes of 85 million barrels recoverable or Jess. the cost recovery

figure will be 45%.

R

A maximum of

W fifty five percent {55%) per calendar year of natural gas produced from any

individual pas {ield m an onshore arey,
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W sixty percent (60%) per calendar vear of natural gas produced from any other

individual gas held,

o

For NGLs, a maximum of thirty percent (30%) per calendar vear of NGLs produced
from any individual oil or gas field. Irrespective of the cstimated teserves of such

MNGLs in such NMeld.

ih

The initial recoverable reserve estimate for a producing oil field or gas field is 10 be
calculated by the contractor and agreed by Petrobangla, usimg all relevant and

available dara; the intial recoverable reserve estimate will be reviewed annually or as
and when deemed appropnate and the cost recovery associated with this estimate shall

be applied on an historic and future basis until so otherwise re-determined.

Such costs and expenses shall be allocated to il or Natural Gas and shall be
recovered from the applicable cost recovery oil or cost recovery natural gas in the following

manner’

W All operating expenscs incurted after the first commercial production from the
areg shall be recoverable in the calendar year in which such expenses are

incurred and paid.

W Below ground installations and equipment, together with all drilling and
associated costs, shall be recoverable on an expensed basis in the later of the
Calendar Year in which the expenditure for such is incurred and paid or the

calendar year in which commercial production commences in the contraet area.
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Moveable and Nxed above ground installations and equipment shall be
recoverable at the mte of 30% per yecar on a declining balance basis,
commencing in the later of the calendar vear in which the expenditure for such
is incurred and paid or the calendar year in which commercial production

commences 1n the contract area.

B All precommercial production costs not covered hy above twa paragraphs
incurred prior to the date of initial commercial production i the contract area,

shall be recosered on a straight-line basis at 25% per vear commencing in the

calendar year in which commercial produciion commences in the comract area.

B To the extent that in a calendar year costs or expenses recoverable under above
paragraphs related to the contract area exceed the value of all cost recovery oil
Oor cost recevery natural gas from the contract area for such contract Year, the

excess shall be carned forward for recovery in the next succeeding calendar

year until fully recovered, but in no case alter termination of the contract.

8.1 Production Sharing

The remaining petroleum, including anv portien of cost recovery petroleum not

required to cover costs, shall be allocated betwesn Petrobangla and contractor in the following
properiions, based on average daily production over the month from any individual oil field or

ras field



38.1.1 Profit Oil

Oif produced and saved from the contrat PETROBANGLA  Contractor
area and not including cost recovery oit Share(%) Share{%4)
or oil used in petroleum operations —— -

Up to fifieen thousand barrels per day 635 35
Portion in excess of fitteen thousand and 67.5 325
up to thiry thousand barrels per day

Portion in excess of thirty thousand and 70 30

up to fifty thousand barrels per dav

Portion in excess of fifty thousand and up 1o 75 25

one hundred thousand barrels per day

Portion in excess of one hundred thousand 80 20
barrels per day

8.1.2 Profit Natural Gas

Natural gas produced and saved from the  PETROBANGLA  Contractor
contract area and not including cost Share Share
recovery natural gas or natural gas used % Y

In petroteurn operations S -
Onshore Gas

Pottion up 10 one hundred and ifty mmscf per day 62,5 375




Oifshore (ias

Up to one hundred mmsct per day 50 50
Portion in excess of one hundred mmsct per day 55 45
and up to one hundred and fifty mmsef per Jay.
Onshore and Offshore Gas
Fortion in excess of one hundred and fifiy mmscfd 65 35
and up to two hundred and fifty mmscfd
Portion in excess of two hundred and fifty mmsefd 75 25
and up to three hundred and fifty mmscfd
Portion in excess of three hundred and fifty mmscfd 85 13
and up io four hundred and Fifly mmsefd
Portion in excess of four hundred and ity mmscfd 875 12.5
and up to six hundred mmscfd
Portion in excess of six hundred mmsef per day a0 0

8.1.3 Profit NGLs

N(ils produced and saved from the
contract area and not including cost
recovery NGLs or NGLs used

In petrolenm operations

PETROBANGLA Contraclor
Share Share
Df& HA]
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Up to three thousand barrels per day 65 35

Portion in excess of three thousand and up to 67.5 328

sin thousand barrels per day

Purtion in exeess of six thousand and up 1o len 70 30

thousand barrels per dan

Porlion in excess of ten thousand barrels per day 75 25

£.2 Non Recoverable Cost

1. Costs incurred before the eMective date of the contract that were not incurced
within the relevant work program and budget.

¥ Costs of goods and services in excess of the international markel price for poods or
services of similar quality supplied on similar terms prevailing in South Fast Asia

al the 1ime such poods or services were contracted by contractor

Lak

Any costs not included in an approved work program and budget{unless resulting
from an emetzency ).

4. Costs incurred bevond measurement point.

4. Income taxes and other laxes incurred outside Bangladesh.

& Fines and penalties imposed by any authonty.

7 Donations or contributions, unless previously approved by Petrohangla.

8 Costs for which records do not exist

9. Charges for goods and services which are not in accordance with the relevant

agreement with the sub-contractor or suppliet,
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Chapter IX

PSC ACTIVITIES IN BANGLADESH

Although exploration activitics in Bangiadesgh for vil and gas commenced in the
early of the current century but dnlling activities under Production Shaning Contract

{P3C) stared afier promugation of Act, 1974, PSC activities in Bangladesh are mainly

dir ided into two phases.

2.1 First Phase PSC Activities

Petroleum  Act, 1974 opened the opportumity for international petroleum
companies 10 explore, develop and produce oil and gas under Production Sharing Contract
tP5C). Following this petroleum act, six PSCs were signed in the same year with major
[0Cs like ARCO, Union Oil, IBD[X.:{NiPI_!J]’] 0ily, Canadian Superior Qil, Tnafiaplin
{Yugoslav State Oil) and Ashland Oil Company. Table-9 | shows exploration activities

during first phase. The 1(3Cs which had submitted bids were evaluated on the basis of

clearly established criteria. Each was graded on 40 points. Ten points were awarded for
each of the four crteria. which included [inancial capability. technical capability,
cxpurience and work program. It was restricted to employ & local agent before si gning an
agreement with GOB to prevent lobbying. The companies were invited directly to engape
in negotiations with the negotialing commitice which was established, from the best
avnilnble professionnts. The companies wera evalunted on the basis of the poini system,
Each was then invited 1n the order of merit to negotiate on the basis of the model

production sharing contragt



Table-9.1: First Phase Activities
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| First Phase PSC Activities

Discovery

Contractor Period Dnlling
ARCO 1974-76 | 0
Lnion Oil -do- I 1
Inanaftaplin -do- 2 0
BODC{(Nippon Oil) -do- 3 Ll
Ashland ~do- 0 4
Canadian Supertor Oil (C50) -do- 1] ¥

At the end seven contracts were accepred for offshore exploration, The activities of
the above [OCs were limited 10 the offshore arcas. An offshore discovery was made by

UNION OIL which encountered commercial pas reserve {Kutubdia Gas Field), but due to

the economic environment relating to gas in the 70s, UNION OIL decided naot to develop

the uas discovery,

Since the 10Cs percerved Bangladesh to be gas prone, with prospects of finding gas
higher than the prospects of indig oil, their inlerest in entering 1nto exploration contracts
diminished The oil price crash in 1986 further reduced the interest of the IO0Cs worldwide

o develop gas fields In 1987 SCIMITAR. an intermationa! oil company signed a
production sharing contract with Petrebangla and ended with one discovery (lalalabad

Gas Field). But due to funding problem and adverse political situation against Scimitar in

the country it finally dectded not to continue their activities

Source' Petrobangla



9.2 Present PSC Activitics

The entire international scenanio for pas development has undergone a dramatic
change since the end of the eighties A review of the pelicy and legal framework carried
out under the World Bank’s Petroleum Exploration Promotion Program in 1987 pointed

oui that there were bright prospects for gas exploration which would atiract international
oIl companies. As a follow up to that recommendation, Occidental, Cairn Energy PLC
and Holland Sea Search, Rexwood-Okland and UMC Bangladesh Corporation are active
In exploration under 6 different PSCs. Table-9 2 shows present activities, The JOCs which

had submitted bids were cvaluated on the basis of the following six nems: (1) cost

fecovery ratio, (2) profit of oil/gas sharing ratio, (3} work program, (4) performance
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guaranige in support of work program, (5} discovery bonus and (6} production bonus

Table-9.2: Present PSC Activities

| Present PSC Activities

Contractor Biock | Dateof Drritiing Resuits
No. | Signing
Caim Energy Pic and Holland 16 | 05.05 1994 lewpd + Sdev Sangu
Sea Search Bangladesh B3V, (O shorc) Gras Figld
Owicidental Bangiadesh Lid. 12 1141 1998 Bibiyana
0 (jas Ficld
Qccidental Bangladesh 1 td 13& 14 110 1995
!Cmrr: Energy Pl: and Holland 15 12146 1995 3 Dry
i Sea Search Bangladesh B W
I
| Revwood-Okland Intematicnal 17 & 18 %11 1997 >
| Joint Venture |
!
I
r| LAC Bangladesh Corporation 22 15512 1997 -

Sowree: Poarobangla
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It is sigmificant that 1OCs presently operating in Bangladesh have met with goed
success in the beginning and created huge enthustasm in the exploration activities. Shell is
now producing around 100 mmscfd gas from ofTshore Sangu Gas Field and supplying to
our national gnd which was discovered 1n 1996 Afler duvelu;-)mi:nt of Jalalabad Gas Field
UNOCAL 15 also supphing around 100 mmecfd pas to navoenal gnd under the PSC,
Julalabad was not discosered by this company and it is more of a development and
production contract, that i not a regular PSC. Present status of 10Cs active in first phase

PSC activities are desnbed below:

Cairn Energy ple wransferred its 30% sharc (out of total 75%;) to Shell in 1999 and
Shell now working as an operator 1n block-16 UNOCAL has taken over full nghts of
Ocordental in 1999 but assignment as an operalor is yet to be finahized. Rexwood-Okland
transferred their 80% share to Tullow Oil ple an Insh company in 1999 and completed a
driliing {exploratory well} 1n block-17. UMC merged with Ocean Energy, an Amercian
company, in 1998 UMC did not start drilling activities in b]ock-E?ldut: W s late
negoniation for merging with Ocean Energy and asked for an extension up to vear 2000 to

fulfil 1ts obligation to dnill an exploratory well in block-22

9.3 2™ Bidding Round Offer

Bangladesh has been divided into seventcen onshore and six ofTshore blocks of
different sizes ranging from 1650 to 13500 sq km. for petroleum exploration. Among
these, five onshore and three offshore biocks have already been assigned under PSC, The

remaining 12 onshore and 3 offshore blocks are open for interested miemational ol



companies for petroleum explomation, development and production under PSC. List of

blocks open for 2™ bidding round 1s given in Table-9.3,

Tahle-9.3; Blocks Open For 2™ Bidding Round
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‘ Blocks open for 2*' Bidding round

i Onshore Blocks OfTshore Rlocks
| ik Ama | Blok | A Hlack Ara ok | Ama Blcadk Area
E Sumber | Sqkm | Numbes ! sqkm | Number { Sqtm | Numbe | Sqkm | Numbor | g km
| 1740 4| 9402 7 |ouxs W | sm2 19 11170
[ hy HDO34 5001978 % T34 TR Y 0 12153
i ¢ 0538 R TTY y THa4 23 | 13500 2] 12454

|

Source Petrobangla

9.3.1 Present Status of the 2™ Bidding Round Offer

In the second hidding round, negotiation with 10Cs and GOB started several
times for block distribution but 1)l 10 date nothing has been finalized. By this time
diferent foreign companies showed fruslation and assigned thier nghts parily/fully to
other companies. Nepotiation of block-5 and block-10 is nearly finalized in favour of

Shell and block-7 for UNOCAL. ENROMN gave proposzal to sit on negotiation with GOR

for Block-3 and Hlock-6,
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Chapter X

COMPARISON OF DIFFERENT FISCAL SYSTEMS

There are more petroteum [fiscal systems in the world than there are countries, This

is because many countries negotiate several terms. Thus one contractor may have difTerent

1erms than another in the same country Some countnes use more than one syslem during
transition periods when they are introducing new terms. Some countries ofler both
concesstonary arrangements as well as service or production sharing contracts, Peru has
this option The design of an efficient fiscal system must ake into consideration the

poiutical and geological risks as well as the potential rewards (Johnston, 1994). Regardless

of the svstem used, the bottom line is a financial issue that addresses how cosls are
recovered and profits are divided. Table-10.1 presents a summary of different liscal

svstems presently used in many countries.

The obfective of the host government 15 10 maximize wealth from its patural
resources by encoureging approprigte levels of sxploration and development activities,
The objectve of oil companies are 1o build equity and maximize wealh by finding and
producing oil and pas reserves at the lowest possible cost and highest possible profit
maryin, Tn order ta do this, they must search for huge fields. Unforiunately, the regions
where huge fields are hikely to be found are often accompamied by tight fiscal terms, The
oil 1ndustry feel comforhle with tough terms il they are justified by sulficient geological
patential. Malaysia has onc of the toughest fiscal systems 1n the southeast Asia. Decause
Maulavsia has good peological potemial and many oil compames hike to explore in

Malavsia.
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Governments and compantes negotiale their interests in one or two basic systems:
contractual and concessionary, The fundamenizl differcnce between them is the ownership
of mineral resources. Under contractual systems the government retains ownership of
minerals. Oil companics have the right 1o receive a share of production or revenues from
the sale of o1l and gas in accordance wiath a production shanng contract (PSC) or a service

contract. Contractual amangements are divided into production shanng contraci and
senice contract, The difference between them depends on whether or not the contractor

receives compensation 1n cash or in kind

In the petroleum industry, Indonesia is the pioncer of the PSC, -with the [irst
contract signed in 1966. Indonesia is the standard of comparison of all PSCs There were
orver 50 operating comparies 1n Indonesia and over 100 PSCs had been signed there by
1994, Because so many companies have participated in Indonesia, i1 is one of the best
known systems in the world. In Philippines the government alternately refers to their
contractual arrangement as either a service contract or a PSC. In service contracts the
contractor is paid a fee for conducting exploration and production operations. Service
contracts arc also two types; pure service contract and nsk service contract. The
diflerence between them depends on whether the fee is based on profits or not. In pure

ser ice contract, the contractor carries out exploration or development work on behalf of
the host couniry for a fee "All risk borne by the state. This arrangement is characteristic of
the Middle East where the state has subslantial capital but seeks oulside expertise and

technology. But nsk senvice arrangement 1s based on profits

Concessionary systems allow private ownership of mineral resources. This concept

of ownership comes from Anglo-Saxon lepal traditon. In most countnes the government
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owns all mineral resources, but under concessionary system 11 will transfer title of the
mincrals to a company if they are producing. The company 15 then subject 10 payment of
rovalties and taxes. The main difference especially from a practical and financial point of

view between one fiscal svstem to another is how much \axation is imposed

Table-10.1: Companson of hiscal systems of differemt countries

i+ Country Cost Max. Govt. | Sign. | Prod. Domertic Tax
! recovery | parficipation | Bonus | bopus marhet
| limit % i I abligation
| Bangladesh | Qil-5¢  § Nil No. | Yes Ofl-Nil Paid by Gov1.
| {(as-60) .| i Gas-Yes
I Pakistan Concess- | Nil : Yes Yes Max. 55%
; icnary |
i system i
| Indonesia | 80 s Yes ‘ Yes 25% ot 10% of | 48%
| market price
Malaysia | Qil-50 |15 Yes ] None | Nil 38%
as-6{) i
Myanmar {40 Nil Yes Yoy Yes IR%
Thailand 100 Nil Yes ! No Nil 50%
M ODWTY 100 B0% No Nil 28% income Lax
] l 3% Special tax
Philippines | 70 Nil Yeu No Yes Paid by Gowl,
Emvpt 3040 Nil Yes Yes Mil Paid by Govt.
]

Surce- Petrobeum fiacal aystem by Tiame] Jobetwond 1444 )

In addition to the main families, there are a few arrangemems that appear o be a

tvpe of fiscal system. Thev mclude,

1. Joint ventures
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2. Technical assistance contracts.

3 Rate ol return contracts.

Jonm ventures are common in the petroleum ndusity through standard joint operating
agreernents and working-inigrest amangements between compamies. {fovernments also get
directly involved through joint ventures Russia and Eastern Europe prefer joint ventures
Technical  assistance contracts are used for enhancing ol recovery projects  or
rehabilitation'redevelopment schemes adrmimstered under a PSC or concessionary syslem.
Rate of return {ROR) features are also found in both systems. There are flexible lerms in rate
of return contracts, The most common method used for creating a Nexible system is with

stiding scale termns. Government 1ake increases as project profitability increases with a

lexible rate of retum systern This is the obyective of sliding scale as well as ROR system.

For better understanding of different fiscal systems the following basic negotiation

terms ¢lements is brielly discussed here below,

10.1 Cost Recovery

Cost recovery means by which comractor recover costs of exploration, development
and operatons out of gross revenues Most PSCs have a limit for cost recovery but allow
unrzcoverable costs to be carmied forward and recovered in succeeding years. Cost recovery
limit normally ronges from 30%-60% but semo countries like Norway, Thailand and Norway,
this limit is upto 100%. 60% cost recovery means contractor will take 60% of the total gross

revenues 8s the cost of exploration, development and operation. The rest 40% will be treated

as the profit oil/gas and will be divided between the government and the contractor as per
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negotiation. Simlarly 100% cost recovery means contractor will first recover full exploration
and development costs from the tolal revenues eamed and afier recovenng full costs profit
oil/gas will be divided as per negotiation. This is normally done to provide more incentives to

the contractor to expedite exploration and development activities,

There 15 few excepnions to cost recovery limit in some countries. The second generation
of Indonesian PSC had no cost recovery limut. Some PSCs have no cost recovery. Such as
Peruvian model contmacts made no allowance for cost recovery. The government simply
granted the contractor a share of production which ranges from 44%-50% depending upon the
contracl area. This type shanng arrangement also found 1n Trnnidadian offshore contract with

hobti

10.2 CGGovernment Participation

Many fiscal systems provide option for the host country to participate in exploration
and development works Under paticipation arrangements, the contractor bears the cost and
nsk of exploration. If there is a discovery, the government backs-in for a percentape,
Government participation nomally ranges from 10%-15%, The government is usually carmied

through the exploraton phase and may or may not reimburse the comractor for past
exploration costs. Government’s contribution to capital and operating costs is normally pard
out of production. In Colombia the government has the nght to ke upto 50% of any
successtul exploratory wells. In China the government participation is 51% upon commercial

production which is the highest of direct government invelvement.
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Contractors normally prefer no government participation. This is not 1otally selfish
because joint operations of any sort can have a negative impact on operational efTiciency as
well as on economy. This is particularly true when the interests of government and an ol

company 15 polanzed.

10.3 Domestic Market Obligation

Many production sharing contracts have provisions for the domestic requirement of
oil‘gas of the host country. Usually a certain percentage of the comtractor’s profit oil/gms be

sold to the povernment at a negotiated discount to the world’s prices The government is Lo
pay for the domeslic oil/gas in local currency at a predetermined exchange rate. Revenues are

normaliy taxable,

10.4 Bonus

The signature bonus and production bonus for the host country are well known in the
oil industry and negotiated for each contract. The signature bonus can easily be part of any
negotiated deals and payment occurs at or as a function of contract signing. Most of the PSCs
have provisions for signature bonus and production bonus and some PSCs have provisions for
discovery bonus. Some production bonus specify that added bonuses be paid at various
production levels or cumulative production landmarks Indonesian bonuses payment are
relalively modest. Bonuses are not recoverable through cost recovery provisions, Provisions

for bonuses in the contract have no direct negative impact on government’s share
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10.5 Bangladesh Context

Companng P5C of Bangladesh {Chapter ViIl} with other countrics (Table -10.1) it is
found that the condition of cost recovery, govermment parlicipation, lax systemn, bonuses and
domestic market obligation are more or less similar with [ndonesian PSC model. Malaysian
model has a tight [iscal system which is a combination of contractual and concessionary
system and can be followed 1n geologically potential zone of Bangtadesh, For lesser potentral
areas l1ke western zone and deep offshore areas cost recovery hmil can be increased upto
100% with other incentives to attract [OCs, The weakness of our side 15 that do nol have
adequate and appropriate professionals in oil and gas sector for monitoring PSC activities.
This sector now depends on foreign experts to justify costs and reserves estimated by [OCs
which is the core of success of any contract. National oil/gas exploration company BAPEX 1s
financially and technically not strong enough to compote for blocks with IOCs. If possible it
can:bc made mandatory in the PSC so that BAPEX can jointly work with 10Cs, specially in
the patential zone. hherwise, Bangladesh would never be eble w develop its own human

resources and eventually would fail to gain control of its operations.
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Chapter X]
CONCLUSIONS/RECOMMENDATIONS

It is found from the study that afier every new legislation and policy changes,
cxptoration activities were increased (Figure-6.1). Petroleum Act 1974 is the milestone of
our petroleurn exploration history which covers both upstream and downstream activities
of petroleun. This act pﬂvled the govemment's way to enter into an agreement with any
person‘organization  for  petroleum  exploration  and  development  works.  After
promulgation of this Act, 10Cs found favourable situation and four US companies--
Atlantic Richfield. Union Onl, Asland and Superior Oil signed seven contracts for ofTshore
exploration which resulted with one gas discovery, But due to the economic environment
relating to gas in 1970s, their interest i emering into further contracls diminished, In the
decade of the 70s the interest of I0Cs were focused on discovenng oil rather than gas
because international trading of gas was only possible through expensive specialized
lankers in the form of Liquefied Natural Gas (LNG). Also domestic market of gas was not
feasible because price was kept low by host government, which was the sole buyers of gas

1n most countries {Hossain, 1998),

rrom Table-4.1 and Figure-4.1 it is clear (hat natural gas consumption stared
increasing drastically in the major two sector power and femilizer from the mid 80s.
Industrial and commercial demands also incrcased significantly. To meet up these
mcreasing demands of natural gas in 1980s, enhancement of explaration activities by
I0Cs were required. This 1s becausa exploration and developmem  activities needs huge
investment with uncertainties, Though z nationalized exploration company BAPEX was

cslablished in 1989, its activities were limited only in the low risk prospeclive areas
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because of funding problem and therefore interest was focused on JOCs. Petroleum
Policy 1993, National Energy Policy 1995 and MPSC (988, 1993, 1997 opened the door
for foreign participation and gave encouragement by protecting the rights of the 10Cs.
allowing repatniation of funds, lax free income ctc. But tll to date exploration activities
are limited only to the eastern and north-eastern region, one exception is the well dnlled in
the ofTshore arca (Sangu) Bangladesh is one of the least explored region in the world, our
leaislative and commercial terms require (exability to attract investment in high-nisk/high-
cost areas like western part of the country and oif-shore areas. The potential rewards for
hadrocarbon exploration must at least equal the competitive incentives offered by other
countries with similar prospects. For encouraging exploration in the western part of the
country and also in the deep offshore area a separate PSC providing more incentives in the
hight of Petroleumn Pelic 1993 and National Cnergy Policy 1995 for [QCs is required,
Deeper depth exploration activities  should also be encouraged by providing more
incentives in the PSC. PSC activities Jointly collaborated with BAPEX should also be

encouraged. Joint collaboration works were stromgly recommended in the petroleum

policy but never followed in any PSC signed with I0Cs so far. Provision for discovery
bonus which is higher for bigper reserves in the PSC contradicts petroleum policy and
2ives opportunity for the host country to accept exagerated reserve. This figures for higher

bonus system should be cunailed in the PSC or should be a fixed amount.

To maintain the whole production sharing negotiation transparent and b prevent
lobbyving, employment of a local agent before signing an agreement should be avoided

(Chapter-IX) A group of best available professionals consisting petroleum engineers,
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reservoir engineers, geologists, lawyers and accountams should be included in the
negotiation lcam. Presently Petrobangla is lacking adequale number of prefessionals even

for monitoring the existing PSC activities. As a result, accident like Magurchhara
happened and to prevent such repetition, Petrobangla should rmniediately take mitiatlives
to rain and develop skilled professionals in this sector. Provisions should also he made in
Lthe PSC to get compensation from any accident like Magurchhara from non-recoverable
cost. Finally it can be concluded that exploration and development activitiy is a dynamic

one that requires frequent re-evaluation of the laws, policies and contracts to meet up the

global chanping circumstances. Petrobangla or GOB should have permanent commitice

who would review all aspecis of the PSC on a regular interval.
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SAMPLE FISCAL SYSTEMS

PAKISTAN
(Comnecssion)

Aroa Maximum $25 km”
Duration
BExploration For 3-year pericd, minimum work ohligations to be
Specified{usually seismic surveys followed by drilling
one to two wells)
Development Afer discovery for period of 20 to 25 vears, depending
& Production on location; investment planto be approved with
minimum  of 1 well per year
Relinquishmennt 25% after 4 years + 25% after 2 more
Share holding

Exploralion Phase

Licensee = 85%
Gavemment = 5%

Royalty

. 12.5% of wellhead value

Crude oil price

Imtemational Market price with negoliable discourts

Gas Price 66% of fuel oil price with negotiable discounts
Repatriation of funds Net profits can be repatriated

Domestic Market Obligation  Yes

Dutles MNone before commercial discovery

Taxation F'rei:lismvery expenditure can be set off against

lncome for & years of the license. After commercial
Production expenditure can be set off against
Income for 10 years.




INDONESIA
{PSC)

Area Mo Restriction, designated blocks
| Duration
I, Exploration 3-years
Cevelopment 20-years
& Production
Relinguishment 25% or 100% of no discovery
Exploration Obligations Multiwell commiments
Royalty il
Signature Bonus Still exist, various

Production Bonus

Many vanalions each contract is diferent

Cost Recovery

80% limit
17 % Invastment credt apples to facihty, platiorm,
pipeline costs; is racoverable bul taxable

Domestic Market Qbligation

After 60 months produciion from a field, contraclor
receives 10% of market price for 25% of ail

Depreciation Qil » 25% declining balance with balance writlen off

inyear 5
Gas » 10% declining balance with balance written off

n year g

Profit Oil Split 71.1574% 1 28.846

{In favour of powenmem}

Profit Gas Split 42.3077% / 57 6923

{In favour of cortreEon)

Taxation 48% income tax

Ringfencing Each {icense Ringfenced

Stete Participation

Up to 50% in joint operaling agreemeant contracts
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PHILIPPINES
{Service Contract)
Area Besignated blocks
Duration
Seismic Oplion 1-year
Expioration 1G-year maximum
Production A0-vears
Exploration Obligations Negctiable
Two-well option after seismic
Royalty -7.5% (goes to contractor group)
Depends upon level of Filipino ownership up to 30%
cnshore and up to 15% in deepwsater qualfies for full
T .5%(Fitiping Parlicipation Incentive Allowance—FPIAl)
Filiplno Participation, % FPIA, %
Upto 15% W,
15-17.5 1.5
17.5-20 2.5
20-22.5 3.5
22.5-25 4.5
25275 £.5
27.5-30 6.5
3% or more 7.5
Signatura Bonus Negctiable
Production Bonus No
Cost Recovery T0% linit
Domestic Market Obligation Yes
Depreclation 10%
ProfiL Oil Spiit E0% / 40%
{In favour of govermment) Cemracior's 40% is service fee
Taxation Mo, paid out of governmert Share
Ringfencing Cost recovery allowed on two or more deepwaler Biocks

State Participation

Upto 50% in joint operating agreement corlracts




Area

| Duration
Exploralion
Production

MYANMAR

Mo Hestnction, designated blocks

I+1+1-years
20-years

Relinquishmant

25%+25% or 100% of no discovery

Exploration Cbligations
{imbal Phase)

Megotiable
LS $12- %88 million
Averaged U.S. $20 million

Royaity

10% +0.5% for research & training

Signature Bonus

U.5. $4.0- $7.5 millien

Production Bonus Discovery U.5. $1.0 millwon
10,000 BOPD 2.0 million
30,000 BOPD 3.0 million
50,000 BOPD 4.0 milllon
Cost Recovery 40% limit

Domestic Market Qbligation

Pro-rata: up to 20% of contractor's share of oil
at U.5. $1/bb

Depreciation 10%

Profit Ol Spit Production, BOFPD Split%

fin favour of govemmer) Up to 50,000 70/30
50,001-100,000 80r20
100,001-150,000 B&M5
150,001+ a0M0

Profit Gas Split Produdion, MMCFD Split%

{in tavour of governmen) Up to 300 70120
301-600 80120
€01-2300 - 8515
SO1+ 910

Taxalion 30% income tax

Tax holiday firsl 3 years under foreign investment law

State Parlicipatian

Nil




F383F7&

MALAYSIA

Area No Restriction, designated blocks
Duration o
Explomation Z-years + 2-yaar extension
Development 2-years + 2-year exlension
Production 15-years for cilf20-years for Gas

Relinquishment

No interim relinguishment

Exploration Obligations

Seismic and multwell commitments

Royalty

10% +0.5% for research Cess

Signature Bonus

Mone { Dider contracts had bonuses)

Productlon Bonus

None { Older coniracis had bonuses)

Cost Recovery

50% Iimit far oil/60% for gas

Domastic Market Obligatlion

Nil

Depreciallon 10% Straight line
[ Profit Oil Split Production, BOPD Split%
(In favour of gervernmend) Up tc 10,000 50/50
10,001-20,000 60/40
20,001+ 70/30
; All prod. In excess 70130
i of 50 MMBBLS
Profit Gas Split For first 2 TCF 50/50
{In favaur of contractor) Alter 2 TCF produced TQr30

Taxation 20% duty on profit oil exporled
{with 50% export tax exemtion)
40% Petroleum income tax

Ringfencing Each license nnglenced

Also gas developrment costs recovered from gas
Production, and oil developmen costs recoverned
fram cil production

Statle Participatian

Up to 15%
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24 Prirolewm [1934 : Act XXX
THE PETROLEUM ACT, 1934

CONTENTS
SLETIONS
PRELIMIMARY

1. Short title, extent and commencement.
2. Iefinitions,

CHAPTER 1
ConrrRot OVER PERTROLEUM
lmpert, transport and sturalgc of peiroleum.
Rules for the import, transport and storage of petrplevm.

Production, rehning and blending of petroleum,
Receplacles of class [ petrolenm 10 show a waming.

Moo v os e

Mo licence needed Tor small stocks of elass [T
petraleum oot in bulk.

3. Mo licence needed for small quantities of class

petroleum.

% Exemptions for motor conveyances and slationary
englnes.

10, Mo Leence nueded by railway administration acling as
CAIricr. '

1l. Extmptica,
12. General powsr of exemption.
13. Inspection of places.

CHAPTER 11
Tht TESTING OF PETROLEUGM
14, I:;_-;pcction aur! samphog of petroleum.

i5. Standard Tes: Apparatus,
16, Certification of other st apparatus.

17. Testing officers, I‘B’ phhhu". cj: -lﬂd‘lf
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il Priroleum (19341 Aot XXX
faan NG MXRX UF Bu3
losh Sepietnber, 1954
Al et i cumulldaty sad suesd thy los el lo the e
transpart, storage, _pmdu-:tiun, Hielinine,  blending.
reclaiming by recyelinmg] ol petroluwoy amd olher fla-
mmable substances

WHEREAS st [ capedient to consolidate aud arpend Lbe Liv
relaling 1o the impert, transport, slorage, production, Yrelining.
blending or re2laiming by recyclining of perrolcum and ot
inflzmmable substanzes 3 It is heceby enacted s fallow

PRTLIMINARY

1,—{1) This Act tnay be catled the Petioleum Acl, Fuid,
2y It cxtends to the whole of [ Bapgladesh). |

(3) Ttshalt come 1ot force on such date? as the HGoran
mrerit]) mav. by notitizanon io the Iofficial Gazette]. appotol.
3. 1n this Act, unbsss there is anylhiny repugmant i the
subject or conlext,—
fay “neirolewn” maany am howid bydicedrbon or A6
I 1 : !
of hydrocarbons, and aoy wlammable  mixure
{liquid), viseous or solud) contiming any liquid  hy-
drocarbon .
by vclass 1 parolenm” jueuns pelroleuns having s
Nashiog-point pelow twenty-threw degrees comigrade

1hbt ofass ] petroleem means peirolenm havies s
fjashing-point below sixty-one degrecs bl ot belew
twenty-three degrees contigride.]

te) “flashing-poini” of any petrolewin ntedns the lowasl
remperature at which it yields B vapour which will pive
a roomentary fash when igaited, detcrouipg] in ac-
cordance with the provisions of Chapter II and the
males made therewnder ;

_TF;;rr_Sla::EI af Obects and Reasons, ;e_ﬁiz;: nT I:E; I-BH_,-P]:
U,spi 104: and [or Report of Schcl Commitice, see ibid., 1934, PL. ¥, pp.
235216,

This Act has bern exteaded and anended to us spplistion @ 1he Clutta-
gong Hill-1racts by the East Pakivao Bag 11 of 1957,

The Aci, Rules, Woufns. and Orders made voder ir, have boeu applacd L
the ‘Tribal Arcas of (0 the parls of those arcas 10 which they hive not boai
alrcady appled, se¢ the Trihal Arcag (Application of Agl) Begailation, 1965,
Gazetie of P., 1945, Eat, pp. 10161018,

dhubs. by Oed, Mo, XXNIX of 1986, for ibc wordy @od gouudit
npcfnlag, aod Blepdoag'.

1Subs, by the Cenural Las (Statute Reforty Orunapes, 19860 (A K
of 1960y, 5. 3 and 2nd Sch. (weel, 14, 19,1955}, for the ongmal  sub-yuc (2)

15 amended by A, 0., 1949, and 1he Mederal Laws (Revision and Declaraian)
Act, 1951 (Act XXV of 1951} 5 B

aSuky, by Act VIITof 1993, a5 amended by Act Lill of 1974 (wel, 2n 319710,

fur *Mrakisao.
$The 30th March, 1937, see Gazette of India, 1937, PL I, @ 632,

fSubs. by Act YIILof 1973, us amended by Aar LULol 1974 fw e 2635
1731}, for “Central  Gevernment™

Toubs, by A. O, 1437, Tor “Gageete of indis’,
¥ Sube, by Ord, XMEEK of 1980, for cliase (b,
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{ Prefimina=y.

iy “tor teanzpord” means to move paaroleom from one
place to another within  Z[Banzladesh] by land, see
ar ofe " * * r * * * |

fe) “to impartpetrolenm means i bring it wnto 3Bangla-
desh] by fand, ser or air;  4* - . ..

(11 “fo store”™ petroleum means t¢ kesp it in any oot
place, but does not include any detention happening
duping the ardinnry eadren ol frantport §

gy “motor conveyance” means oy vehicle, wessel o
apreralt for the conveyance of human beings, animals
ar gaods, by land, water or air, in which petroleum
15 sl o generate the motive power

ih) “preseribed”  means presceibed by rofes made under
this Act ]

5[} “oil marketing company™ means a company, orgapi-
sation or other person having dght, uoder the
authority of the Government or otherwise, of mer-
ktting petroleurn in Bangladesh:

{1y “agent”, in r¢lation to oil marketing COMpany, MEADS
a person, including a firm and a company, appeinted
wilh approval of (the Government by an wl marketing
cornpany to be its ngent for dealing in §Class H)
petroleum;

{k) *dealer” means a pereon including a firm and a
company, appointed with the approval of the Govetn-
ment by an 9il marketing company to bt a dealer
for dealing in §Class T] petroleum ; and

(1} “stockist" means a person, including o firm and 2
company, appaioiad with the sppraval of tha  Goyvern-
ment by an oil marketing company to be o stocklst
{for maintaining steck, and for distribution among
the agents and dealets, of both 6Class I and Class 11
retrolzum.)

tSubs. by Qrdinance XXI of 1960, 5. 3 and 2nd Sch, (wed, 14,10,1355,
for the origiral ¢l {d), as amended by A. 0., 1349,

*Subs. by AcU¥TIT of 1973, as amended by Act ETH o 1974 (waef, 203003,
far “'Pakisian',

3The words and comma  "and includes  moving from one place Lo
wncthcr im Paknlan acrocs lemitory which is not part of Pukisten™ wers
ormiled, 5,

AThe words and camoa * cthensise than durrg the course of anspart”
were omited,  [haf \

f5ubs. ond addsd by Act YIII of 1973, as amepded by Agr LI of 1574
fwef. 2633971} ;

Subs. by Ord No XXNTX of 15563,
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]

CHAPTER |
Con kol Ovie TETROICUM

Lttt 3.—{1y Mo one «hall imporn, transport store or distre
Lrans et hute] any petralenm ase inoaceordance with ithe rules mad:

and siarde 1 H o
Bl petenlevnn. unger seciion <.

{2) Save i necordapee with the conditions of any liecnce
{or ihe purpote which he may be required to obhwio by roks
macie under section 4, no one shall impore apy *[Class 1] petro-
leum, and no nne shall canspore Mstore or Jdistribute]  anv
retrlewm

Rules fur 4. The HOovernment] may make rules --

the b pen,

N E ] - .

atd $r0rage fay presciibing places where petrolcum may be imported
uf pedrel and prohebiting ity import elsewhere:

clim

(b) regulsting the impon of petroleum;

i®) preseribing the penods within which licences for the
impart of F[Class]] petroleum shall be applied for,
angd providing for the disposat, by coabscation or
otherwise, of any YClass I] patrolecm in respect
of which a licenee has not been applied for within 1he
prescrited period or lins heen relesed and which has
not been exported ;

(d] repuizting the Uansport of pefroleum;

() specifying the aatuce and condition of all receptacles
and pine-iines in which petroteum may be transpar-
Led:

([} repulzting the places at which and prescribing  the
conditions sabject L which petroleum may be stared;

{£) specifying the natlwre, sitwanon sed conditien of all
receplacles in which petroleum may be stored;

{h) prescribina the form and condirions of licences Tor
the impart of dangerous petroleun, and for the trans.
port or vorage of any petroleum, the manper g which
applications for soch licences shall be made, the
authoritics which may grant such licences and the lees
which may be charped for such Heences:

{i} determuning in any ¢lass of cases whether alicence
for the transport of petroleum shall be obtained by the
COTMENOT, CONsSigmee Or CATrcr;

15ubs. by Act WTIT of 1973, ac amunded ™ Art LI[1 of 1974, far
Har sborett,

2Ryhs, By Ord, XEXIN of 1950, for "“Janseron-,

I15utm. by Aot TUT 1974, Tor “Central Covernmenn™.

$5re the Patraloim Ruks, 1937, publithed in the Gavene of Ipdz, M
1 PP Tae 915 ¢ acdfor e Chittageng Port Supphmonzarny Prirgiemm
and Carbide of Catiiuen Raoies, 1955, see Gazctic of P, 1954, M. 1
PP, 407—410, '

For the Mineral Dz Safety Ruley, 1960 ze¢ Gizenc o P, 1841, Pr
1, pp, 10178,

a8
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(Charsee f —Coutrnl aver FPetraleiimd

o providhnz Tor the graming of cvonsbined licences Tor
e imipast, rranapart [ storaps ot Jdistribiatisn]
ol patroeoen, or for any two of such purposes:
prescribing 1he proportion w1 which any  specificd
Pesonos substance oy Be added to petroleun. and
proliibiting the imper, transport of slorage of pel-
ralcum 1 which the proportion of any  specifis
prromee - subhslance crceeds the precnbwed propos-
tinn : 7,

=

iy regulatine the distnbution af peiroleam:

(m} preseriking the conditiens for (he appoinbent af,
and the mraninz of  Ficeness to. agents. dealers
angd slockisL

() prescriving the form aod eonditions of asceemant
between b agend, dealer or stackist amd an oil mar-
keting compny;

{1 praviding for cancellation or restoration of licences
of an agant or a dealer and of agreement belween
an il marketing company 2ned an agent, dealer i
stockist; and

{in generally, providing for any matter which in its
epittion. 1 expediear for proper control ower 1he
tmporl, rapsport, slorage amd  distribution.  of
petroleum,.

=11 No ane shalt produce, Yrefine, blend or reclaim by

Peowdasticorn

iecachng] petrol vum save in actondance with  the rules L‘ﬁ“'“‘ and

miarde under sub-ction (2),
(2 Me S[Ciovzranent] may make rulet
i1 preseribing the conditions subjecl 1o which I|'.rr:lrolcn m
may he produced, Yrefined, blemded or geelnimed by
recyeling] ond
1A) sepulating the removal of peteolaum tronn places where
it s produced [refined.blended or reclaimed Iy recse-
Lag] and preseating the staraae herein and  remavy)
therefrom.  exceptas fCiuwws 1] peualenm  of  any
petralonn which has not musfied the presoriled 1ests,

L] L] - L L] L] E ] [ ]
O ANl agcepragles containine YClkise I peteoleum  shali

have  stamped, emibossed, painted or printed waraing, cither on
the receplacles itsefl ar, where that is impracticable, displayed

lending
rtralum.

Rezeatngles
of class ]

o
(TR TR

near the receptacly, cdhibiting in cankpreuous ehamacier, the Warnim

15uks by ACE NP 15 asamended by dax LI of 1074, (w ¢ 1. M3
192 for "any stargz=",

The ward and™ s omided, ihid

ICGmze- i1, ten)d, (o, fap fiod (pd wete suberomed, (6, Tor claoa {0

ube, Ol RN af 1§E6,

Muhd T At LI 00 1973, Tpr “'Ceptrd Goverminonl™.

i See 1k Ferpalym Motes, 1937, puhlisled nthe Oz of Biwdin, et
Mot eRp TWITasand Tar ol Minon] Goe Safn, Boles 1RED, Sa2 51 of
I L AL R I I P D

Feabesectien (3} cemanied by oAl O, 1930,



2eby Fopefean [19d 1 Aoy KKX
b e F—Cmitfeed er Pebenferm)

wirds Clanal v el St oa an cgainadeat waening of
the WL Bowmtine ol the petroleum;

frovidged Lt e section shall net opply 10—

fal any svourch stoppered ol dongware o mclal
recaplicle @ 1oss than '[mine inies) capacity  contain-
g [Clae 1 petraleum which s not for sale, or

ih a0tk incorporaled oo motot conveyance, or al-
tnched 1o an intel nal combustion crgine, and contaiu.
ing intended 1o he wied  to cencrate motive power
for the maoben canveyancee or enting, of

fv) o pipe-hine for the transpon of petrodeum, o

(i any tenl which s wholly underground, or

{€) any class of receplacles which the *[Government|
may, by nelification®  in the official Gazedte),
exampl from the operalion of Lhis section,

i hceace 7. Notwithstandug  anything  contained 1 this Chapler,
reedett far 3 person need ot obtnn a licencs for the transport or storage of
‘Ift'.“"‘“'":"“ fillass TI] petroleum il the total quantity in his possession
claws al any one piace daes not exceed Yuvo thousand iitrcsr:nd nonz
retaetonen OF it 15 contaiped in a receplacles exeeeding one thousand litred
nat i Badk in capacity,

N lieenee 811 Notwithstanding  anything  contained in  this
needed for  Chapter, o person need not obtain 1 licence for the imporr.
smaltt quan- qrgnsport or storape of fCliss 1] petroleams not intended
é]'}l'::lnr for sale ifthe ot al quantity in his possession does not excead
petrolcum, TUVEntY five ligre<)

(2) [Class []  petroleum  podsessed  withent a  ficenes
under this sectinn shali be kepl in securely stoppered  roceptacles
of glass, stanev are or melal which shall notin the case of recep.
tacles of glnss or stoneware exceed one tire) in capacity orin the
vase of receptacles of matal fiwenty litres] in capacity,

. . %.—{I} The owner of o motor convevance, whe complies
["‘“”"‘: oot with requircments of the law for the time being fn force selating
Cntisnees 10 the registratinn and licencing of such conveyance and its driver
nen or pilot and the owner of any slationary intecnal combustion
siatipnary  engine, shail nnt be regoired to obtain a licence—

LR fa} for the import, tmnsfurl or storage of any petrolesm
contained 1 any fuel tank focorpomated in the con-
veyance or atlached to the imiérmal  combuzlion
cngine, oF

1Subk, by O, XXNTX of 1936,

50, by Act ¥ 1IFof 1973, as ametded by Act 11 of 1974 (wef. 263
1071, far “'Ceptrat Government ™.

Mar aolificnticn ecempling 1anka withay ineallations or relindries or
Ao ndar (Ol owel o osanl receptacles in the possession of His Mlakesty's
Torce=, tee Garetts of India, 1937, P11, p 632

45uks. by AL G, 1937, Tor "Gazedte af India™.
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r .'Ilr.l'lf'-'- el g e ren

By dar alie transpart o atarage o ¢ L 1] petrofeun,
Bt exeeading Shumety lilres] wopentiny o addation
1t LAY ] ATH D P""“'-"‘Sﬂlj arnler n.'!'.lu*?l.' ':‘”1

pravided the petialesm s mtonded (e be e Lo aenerate melite
power for the motor conveyanee or engie.

Pronided furtie: hal the tobal quantly  of FGTlaas 1
patrabeum which muy by stored without o licence under clagse
(81 thull not execed '[nincty litres], nolwithstunding that such
WARET MAY Musseys alher motor conveyancss or cngings,)

(20 The NChass 1] petrobeun transperied or stored without
4 icenee ender clavse (h) Yof sub-scction (D] sholl be kept as
provided in sub-seetnm (2) of seetion 8, and, i it exceeds [Iwe-
ey five ditres] in quantty shaif he stored v an isolatmd place
which does not communicate nith any roonk wherd any person
resides or works or in anv room where perens  assemble.

10, Notwithslindimg anything contwned m this Chapler,
[the railway] administration, s defined in scotivn 3 of the Rail-
ways Aot 1890 need not obtain any liccoes for the import or

Lranspert of any peirodzum in L5 possession in its capacity as
AITFIET,

. Noething o ihis Charver shal) appdn 1o e sloag
Ieibsport wad import ol uny petroleunt whih has its Nashing-
point ot helow ninty-live dezrees cemtigrads..|

1. The f{Government] may, by notification® in the odicizl
Crazelic], exempl any petroleum speelicd i the aotification
from al] or any of the provisions of this Chapter.

[3~(1} The ‘[Government] may authonse? any oflicer
by name or by virtue ul office to enler any place where petrofeum
1$ being imported, “wored, distributed| produced,  [refined
blended or reclatmed by recycling] or s under transport, anpd
inspect all receptacles. plant and appliances used in connection
with petroleum in older w ascertain if they sre in accordapce with
the provisions of this Chapter and the rales made thereunder.

{2) The ‘llovernmens} may meke rules regulating Lhe
jprocedure of olficzrs authorised under Wbis  section,

D Bubs, by Ond XXX of 1956

Provise added by e Poicoleom (amd) Ack 1940 (Ag XY of 15403,
5. 2. .

s it

“Sulm. by Act VHLL of 1973, s anended By Act LI of 1974 (w: e F. 263,
IUTE Tor "o rarlway ™.

*Subs, i | Tor "Cortra Dlovernnmens™.

iFor wwiapce of «ud. o swliication, see Gaerelty of India, 1937, L.
1. p. 632,
TRubs by AL ekl BT cor hasctte af Indiat.

SFor Inslaney a1l sioho st san fee Ciascle b dndia, (93T,
1,7, puga 31,
UBabs. e At WILDL il 1051 e mmeer dad Ceame e =

M Ieense
ek b
the oii]wan
admimiatea-
thon AGfing
A CATIGN.

Excoqt.

Cpgral
Power of
eaEmplinn-

ingpeiinen
of plages.
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o Tdefl) The freawrnmily mdy, by onobifeation in the
athicsl Gagewr] authanse? any olbcer by pame o by
Litue of office 1o onter any place wheie petroleum 1 being
nnported. tranaportad, ®slored, distributed], produced, ¥k
Wunded or ret lainicd i u.q.y{,hng] god o inspect and tahe
sn s T desting o any petroleum found therein.

£20 The $overniment] muy muke rules?—

{er) repulatnag the toking of somples of peligicum Jur
(sting,

thi delermuarug the coses i which pay ot shll ke made
fiar the salue ol samples tahen, and the pode of
AL e, i

tor generally, 1epulating the provedure of oflicers caveeis-
mg powers umder this section,

PRy A& swndund apparatos for detcrmindny the {lashing-
ramnt af peteeleen shait be deposited with an oflicer w be ap-
peamied inchis heladl b the Government], by potification 1n
e Sl Qe

£20 Such appata. shall he cnmiived wilh the wouds
atundard Fuest Apparatus™, and shall be verilied and correcied
tom tae @ Lime andd repliccd when necossany, in aceerdgnes
with rodes nade under sechion 24,

{3y The Standerd Test Apparatus shall, on payment of the
[reseribed fee, be oapen to inspoction at all reasonable tines by
any persan wishing iespect 1o .

10.—1% The  oficer appoinled under saetion 13 shali, oa
payment of the prewribed fee, if any, compare with the Standard
Tust Apparetus any apparilus for determining the flashing-point
of petroleum which may be submitted to him for this purpose.

(2) 1T any apparatus is found by him to agree  with the
sStandard Test Apparatus within prescribed limils, the oflbcer
shiasll engrave such apparatlus with a special-number aod with the
dalc of the comparison, and shall give 2 certilicate In respect af
lt in the prm::nhad ﬁ:rrm certifiying that on the said date the

15ubs, by Act W of 1973 25 tmepded by Act LY of 1974, for "Cen-
irad {loveimmenl’”

e Toat-note 7 an peoe 147, anle.

Y ewlange of <ol autboriation, see Garste of Todia, 1937, PooJ,
page 631,

ASube, by oAt N0 of BT os pmended by Acl LI of 1974 (woct.
263107y, Tar Mermedld

FRulss, For Ol - W3 00 10k

LRor the Peclelesm Bules, 1937, we Gazelle o findia, 1937, pp 220775
aipeh fer The Mineral Cag Safory Hoks, 19060, 0o Gazene of B, Pol 1,
pp. 120=-125.
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{Chapter JT —The Testing nf Peroleunr)

apparatus was compaied with the Standard Test Apparatus and
was found Lo agree with it withen the pieseribed limils, and
spectfying wny  corTections 1o he made m the results al  tests
carriecd oul with the appaaws

1) A corlilicate granted winder this secuion shall be valid for
such period as may be preseribed.

{4} A cerlificats pranted under (his section shall, during the
period for witich it is valid, be proof, until the confrary is proved,
of any matter stated therein,

(51 The officer shall keep a regisler in the prescribed form
of ull certificates gianted by bim wnder this section.

17, The {Government] nmay asthoiice any oficer by name
of by vrrtue ol oflice 1o lest petroleum oo which samples have
been taken under 1his Act, or which may have been submilted
to him for tost by any person, and to grant cedificates of the
cesulis of such tests,

TesLiAg
WG

P8, Al tests of petrgleam made under this Ach, shall e  “linner of
made with A test apparates in respeet of which there is a valid - et
certificate under sectron 16, shall have due regard to 2ny cornec-
uon specifiead in that certificate, and shall be carnied out in accor-
dance with rules made under section 21

19.—{1) The testing officer after testing samples of pel-  Caubeate
roleum shall make out a certificate in the prescribed form, stating  oftestreg.
whether the petroleum is YClase I] or non-dangerous, aml if

the petraleum is YClass 1Y the flashing-point of the petroleum,

(2] The tqtin% oficer shall furnish the person concerned,
at his request, with a certified copy of the certificats, oa payment
of the prescribed fee, and such certified copy may be produced
in any Courl in proof of the contents of the origwai certificate.

{3} A certificate given pnder this section shall be admitled
a5 evidence in any procceding which may be taken under Lhis
Act in respeet, of the petroleum from which the samples were
taken, and shall until the contrary is proved, be conclusive proof
that the petroleum is, 3Class1) or HClags1l] as the case
may be, and, if the petroleum is non-danzaerous, of its fiashing-
point.

20,—(1) The owner of any petroleum. or his agent, who is  Rightto
dissatishied with the result of the test of the perrolevm may, [Ta¥'™ re-
within seven days from the date on which he received latimation tedt.
al the result of the test, apply to the officer empowered under
seclion 14 to have fresh samples of the petroléum laken and
tested.

1Suba. by Aol VITT af 1973, as aménded by Act LIO of 1914 (wad.
163,197, Tor “Central Governmonl”.

18ubs. by Ord. XXXIX of 1986.
3121241
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{Chapter I1—The Tesung of Hetroloum)

(2} On such application and on payment of the preseribed
fee, leesh samples of the petrolewm shall be 1aken 1o the presence
of such owner or apent or person deputed by him, and shail be
tested in the presance of such owner or agent of person deputed
Ty him.

£33 17, un such f-lest, il appears Lhet L arigial &l was
cergneous, the tesimp afficer shall caneel the criemnal certificate
granted under section 19, shall make out a fresh certificate, and
“hall Turnish the owner of the petroleum, or his agent, with a
certified copy thereaf, free ol charge.

21, The Government] may make rulesi—

{x) for the specification,  verification, correction  and
replacement of the Standard Test Apparatus;

(b} prescribing fees for the inspeclion of the Standmed
Test Apparatus;

{c) regulating the procedure in comparing a fest apparalus
with the Standard Test Apparalus:

(i} presenbine the form  of certificate to be given in
respect of 4 lest apparatus so compared, and the
period for which such ceruficates shall be valid;

{e} prescribing the form of the register of such cerlifimtes;

(N preseribing fees for comparing a tes! apparatus with
the  Standard  Teet  Apparatus.

regulating the procadure of testing cilicers in carrying
out tests of petroleum, providing for the averaging
of results wheore several samples of Lhe szme pet-
rolevim ar lested, and preseribing the  variations
fram standard temperatures which may be allowed;

Mg

(hy prescribiog the form of cert:ficates of tests ol petro-
leum and the fees which may be charged therclor;

(i) providtng where the results of the testing of samples
rtise a doubt as to the uniformity of the quality of
the petroleum in any Tot ender test, for the divi-
vion of the lot mto sub-lots, and for the selection
and tosting of samples of each sub-lot and for ihe
averoging of results in accordance with the resulls
of tests of those samples;

{(j} prescribing fees for re-lesls under scction 20 and pro-
viding for their refund where the original st ems
BITONEOus ; and

{k} generally, rcgulating the procedure of all officers
performing duties connocled with the testing of

150w, by Act YIIIof 1573, a5 amended by Act IM of 194 (wel
25.1.1911), for ""Central Governmenl”.

25ee the Petroleum Kukes, 1937, published in ‘he Gazue of India,
1937, B. L, pp. 7E=T15,
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(CRapter I e Thie Tostin o} Povrpdiont €Chaneer TH.~—Penaltie.
adif Frocoddnre )

prirnlenm, and proveding for any malter incidental
iesach testing,

22, The Grwerpment] may adso ke rules? providing
sptiadl for the Lotine ol am form of pelreleem which
fovmcann ar sobid oo s sediment or tickentng  inuare-
drente and b ik sy madily or supplement uny of the
provisions b Lhas Chopder of of the roles anad s snder section 21
mardee woadapt them o he special needs of such 1esis,

b
»”

CHATPTER 1L

Pewariirs axia Procroysp

3.1} Whoever—

{er) in cantravention of any of the provisions of Chapter |
of of any of the rules made thereunder, imports,
transports. ‘fstotes, dstributes] prodoces, Yrefines.
hlends or reclims by recyeling] blends any petro-
leum, or

(%) contravenes any rule made under section 4 or section
5, or

*[(e) being the holder of a licence issued under section 4 or
a person for the time being placed by the holder of
such licence in control ot in charge of any place where
petroleum is being imported ¥, stared or distributed]
or is under transport, contravenes any condition of
such licence or suffers any ¢ondition of such licence
to be contravened, or)

{d) being for the time being in conirol or in charge of any
place where petroleum is being imported, 7stored,
distributed] produced, ¥refined, blended or reclaimed
by recycling] or is under transport, refuses or neglects
to show to any officer anthorised under section
13 any receptacic, plant or appliancs used in such
place in connection with petroleum, or in any way
obstructs or faifs to render reasonable assistance
te such officer during an inspection, or

1Subs, by Act ¥II] of 1977, as am-end:_.d_ by Aot LIH of 1974 l:w,c.;,
28,0191, Tor “Contral Government™,

2522 the Petrokeum Rules, 1937, published in the Gazeite of India, 1937,
Pt 1. pp. 720775

3Subs, by Act VIl of 1973, as amended by Act LTI of 1974 (w.erl.
26319713, Tar “stores™.

+5ubn by Crd, KXO00E of (9%,

3Subs. by the Fowrokeum (Amdr) acl. 1M1 (Act Tl af 1), & 2,
fat the original ¢l fe).

YSube, by Art VI of 1973, ny amended by sct LU of 1974 {w.el.
262157y, For “or stamed™

Eutm  bidh, for “stored
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(Chapior 11 Perafues and lraceditre)

fo 1 Dt Tt i L being m control oc in vharge of any
place where peaioleu iy being imporied, Iranspancd
utared, distiituted], praduced, Jrelined.  hlended,
or reclam 1 recyeling], refuses or neglects to
shaw 1o anye obicer authorised under section 14 any
petrodennt i sach place, or 10 give him such asiistance
2% he may reguiee for the inspectiai of such pectroleam,
of refuses Lo allow him te take samples of the
petratenn, or
fFy lcing reguired. under sectien 27, 10 give infarmation
ol an accident fails 1o give such information as so
requirged b thet secting,
vl be pumshiahle Jwih imprisnament for o term which ma;
catend 1o thieez menths, ar with fine which may extend to five
thousind 1al 1 o wih hothl
{20 If any persen, having baen convicted of an offeace
numshable under <ul-secton {13, is agam muilty of any offenee
punizhahle under that -ub-sechion. he shall bBe punishable lor
every such subseausnt nficace with Bimprisonment for  1gem
which muy extend w s:s months. or with fne which may exiend
t ten thavsand Takia. ne with hoth],
24, — {13 In ary case 1 which an offence under clavse (a)
or clause {47 ar clause (rY of sub-section (LY of settion 23 has besn
cormimitted, the canvicting Magistrate ma. direct that—

(@} the petecicum in respeet of which tie olience has been
comnpnited, ofF

() where the ulfender is convicted of importiog, lrins-
nerting -], storing or distnbuting perroleun exceeding
the quartity le is permuited to import, transpar
4, slore or distribute] as the case may be, the whole
of the petroleum in respect of which the offence was
cammiited,

yball, logether with the receptacies in which it is conlained, be
confiscated.

{2) This nowcr may alsc be excroised by the HHigh Coorn
Diivision] in the excreise of its appellate or revisional powers

25, Qffences punishable under this Act shall be friable,
6% * ¢ by a Magistrate of the first class, or by 2 Miagistrate of
the second class who has been specially cmpowered by the
[Government] in this hehalf.

26,—(1) The TGovernment] may, by notification in the
Yafficial Gazelte). authorise? any officer by name or by winue

TStm by AQ Vill of 1973, 2% amendtd by Adt LITT of 1904 fwe.r
26,1191, For “stored™.

3Gyhe by Ok, XXX of 1936

iGuks, by Act LI ol 1974 for “or sloring

A5uhe. rhed., for o ostore™.

SR, Met, Terr MU D £ AU,

W he wards and Soimpies i 1he prosidengy--10wns, by a1 Proudency
sfapisirate, and clieakere” omilled by A O, 180

abe. by Act ¥ ed 1973, 25 amendad by Ac LIS of 90 (wel, 263,
15300, Tar “"Cetr el Dosernmerl '

S I ALDL, L1907 for “Gagede of India®” .

Ofar imstarece nf cuchoagtloalion, we Gareli of India, 1937 11 1.
F. 632,

b
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(Chapree M — Penudipes and  Procedurst

«f nffice 1o enter aad search any place where he has reason
1. hehove that any petroleum is being mported. transported.
‘jstored, distrbuted], prodiced, Te fined, bianded or reelvimed
4o recveling] otherwise than n aceordance with the provisions
of this Act and the rules made thereunder, and 1o seize, detain
ar remave any o all of the petredeum in resecct of which in his
omman an offence peter tie Aet has been commirted.

i 2) The provisiors of the Coude of Criminal Procedure, 1893,
relating to searches sJadl, so ar as they are applicable, apply
tosearches by officers authorised under this section.

{3) The YGovernment] muy make rules regeliting the
mrocedure of authorised officers i the exercee of their powent
under this section subject, however, to the provisions of sub-
seetion (2L

27, Where any aceideni by explosion or fire, which is
atlended with foss of human life ar sericus injury 10 perten or
property, occurs as (he result of the ignition of pttroloum or
petroclum  vapour, or occuss in or ogar anpy place where mt.r -
feum s kept and under circunistunces making it likely that jt
was the result of such ignition, the person for the time being in
charge of the petroleum shall forthwith give information to the
nearest Mamstrate or to the officer in charge of the nearest poliee
station. Handto the Chicl Inspector of Explosives i Bangladesh].

28.—(1} The inqury menlion=d in section 176 of the Code
cf Criminal Procedure, 1898, shall 4# * * " be held
in all cases where any person has been kilicd by an acodent
whick the Mapistrate has reasen to helieve was the resolt of the
ipnition of petroleum or petreleum vapour.

{(2) Any Magistrate empowered w bold an inquest may also
hold an ingquiry under the satd section inlo the cagse of any acci-
dent which he has reason to belicve was the result of 1he ignition
of petroleim or petroleum vapour, i such aceident was attended
by sericus injury to person or property, notwithslanding that ne
person was Killed Lhereby.

it " ¥ - » * * ')
{4} The rsult of all inquiries held in pursuance of this sec-
tion ¥+ * “ * v * shall be sub=

mitted as soon as way be to the [Goyerament], the Chief
Inspector of Explosives in [Bangladesh]. ¢ * s

150, by Act VIII of 1973, as amended by Act [T1] of 1574 l_’-l.-.e.r:
156.2.1975), lor “stored™.

ISub.. by Ohd, XXX o 1086,

1Sukn., by Act LN of 1354, lor “Central Government™

+Tha words “unbess section & of the Coraners Ac, [H71, i spplicable
1ov bive Clrcumslapcss™  omisied, Huel

iSubscction () which was amended by A, 0., 1937 and At XXV of
of 1990, secthon 3, has beer nutied by A Gy, 19449,

®The words “and of any inguiry Jwld by a coroner in 2 case 1 which
sulrseciion (i) rofors™  emaied by Al Y1 of 1971, 25 onwended by Act
Lhlof 190 (wef 2631970

Mok, abid., for *lakislan™.
The words “and the Procgoginl Cosonument™ omuied, i,

F
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LR Frerofiutnt 1934 ¢ Act NAX)
THAPTER IV
S FRLLMFRTAL

2BA.—The o fieer autliorised under sections 13, 14 and 24
shall furpish o cony ofthe rerarl anthe matter inquired inte,
or searched, by umi in aceordance with 'he provistons of thoese
sections to the Chief Inspector of Exrlosives in Bangladesh.]

20 —{1) In makig any rules? under this Aet, the YGovern-
mapl| may—

{a) provide Far any matter ancillary to such rules for which
in ¥its] opinion provision is necessary to prolecl the
public from danger arising from Lhe import, trans-
port, Sfatarage, distzibution] production, refining, blen-
ding or '[reclaiming by recycling] of peiroleum, and

{%) make special provision for the special anfumsiances
of any * * place.

{2} Bvery power to make rules conferred by this Actis

subject to the condition of previous pubfication.

{3} AJl rules made under this Act shall be published in the
HoMcial Gazetie] ¥ * V. .

30.—(1} The YGovernment] may, by notification? in the
Hofficial Gazette], apply any or ail of the provisions of this
Act, and of Vha rales made thereunder with such modifications ns
W[i) may specify, o any dangerously inflammable substance,
other than an explosive, and there upon the provisions so applisd

1Syhs, by Ond. XXXIX of 1986,
2For the Mineral Gas salcty Rules., 1960, rer Gupslte of Puk. 1961,
1, pp. 120—128.
IGuba. by ActLIl of 1974, for “Central Government™.
4Subs. Ty AL Q, 1937, for "his™.
Srube by Act LTTT of 1974, for “storage™.
6The words “province or' wers omitled, W,
Suby. by A O, 1937, for “Gamue of Tndia®.
#The wardy “and in the local oficlal Cuzeie™ were omlored, Wb
PThe provitions of scctions 2—4, 12—14, 2373 and 31, huve b
apolicd to Carbide of Calchum, see Oszcbic of Tndia, 1934, PL 1, o 1374,
43 i i
e For motification extending oss ain sepions of the Actto cakcum phosphiics
The provisions of this Acl anad Petroleam Rukes, 1907, kvt been
applicd 11—
(i1 patural gas uscd 35 industral and  domestic fuel, see Garriic of P.
1956, pt. 1, p. 427,
fiy “Calodorant’ "¢ g Ordorant,” ree Guz of P, 1958, Pr 1, p-375 snd
fii) gas Ordorants “Alert 10" and “Calodarant F7. see Gapetke of
P, 196, T, 1390,
10Guks, by AL O, 1937, fof “he™.

pl.
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{Chapier ¥ —Supplenientol)

shal! have eifect as if such sub-lance has beon iciuoesk iy e
definition of petraleum.

(2) The '[Government] may mitke rules providing specially
for the testing of any suhstance ta which any of the provisions
of this Act have been applied by notification under sub-section

(1), and such rules may supplement any of the provisions of

Chugpler T [n order to wdupt thew to the specinl nesds of such
lesls.

L. Where any enactment confers powsis upon any local
authorily in respect of the transport of storage of petroleum,
the [Government] may, by nofification? in the 3[official

" Gazetie],—

{a) imit the operation of such cnactment, or

(k) restrict the exercise of such powers, in any manoer
it} deems At,

32, [Repeats.) Rep. by the Repealig Act, 1938 (1 of 218}
13 and Sch.

THE SCHENULESACTMENTS REPEALED.) Rep. by the
Repealing Act, 1938 (F af 12383 5. 2 aad Sch.

ISuba, by At VI of 1073, av amended by Act LIIL of 1974, tar "Ceatra)
Qevernmenl” {waf AL 19T i]
TFor wuch Motification cer Carzite of 0., 1956, Pr. L, pp. 113214,
18ub4. by AL O, 1937, for “"Gazctie of India™,

4Zuby, M5, for Y™,
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18 Regulations of Mincs end Oikfelds ond  [1948 @ Aot XXTV
Mireral Developnzent (Garerrnent Control)

THE REGLULATICN OF MINES AND QiL-FIELDS
AND MINERAL DEVELOPMENT (GOVERN-
SMENT CONTROL) ACT, 1948,

TACT No. XXI1Y or 1948,
(8if Jarugry, 1949]

An Ael 1o make provlilon for cerfaln matiers connected with the
regulation of mines and vii-fields and miceral development,

WHEKEAS it i3 expedient lo make provision for certain
matlers connected with the repulation of mioes zpd ol-fizlds 2od
mingral development under Y[Government Control);

AND WHEREAS It eppeers to Lhe Central Government
to be expadicat in the public interest to make such provision
1o the exient herzinafter appearipg; it is hereby enacted
lotlows:—

I.—{1) This Act may be czlled the Repulation of Mines
apd Oil-fields aod Mineral Deselopment H{Goveroment Control]
Act, 1948

H(Z) It extends to the whole of Pakistan.]

?l For $tatement of Objecis aod Reasons, see Gz of P, 1545, Pu Y,
po 127.- . '

The Act has heen applied—

{ft 1o Balurhistan, ser Gar of P, 1549, P11, p. 408;

(i7) iathe Federated Arcas of Baluchislan, see (bid, Ext , 1330, o 512:

() b the exciuded areay of Weil Pakisan, wilh effect from the 2u
March, 198 dee Gezetle of West Pakisten, 1938 Ent. p, 235; wnd,

fr) 1o the Spesial Arcas of West Pakistan, wjth eflen f

) A nd i, 1938, see thid, p. 243, W eflen fram the

It has becn extended lo—

(a¥ the Leased Arcas of Balachistan, gee the Teassd Areas (La
Order, 1930 (G, G, 0. 3 of |550); (Laws)

{5) the Baluchbuzn States Undon, sor the Baluchistzn Stares 1
(Federal Laws) [Exiension) Order, 1953 (G. G. 0. 4 of 195%?

{c} the Khairpur Stzte, ser the Kkzirpur {Foderal Lews) { Extension
Qccer, 1983 (0 . O, 5 of 1753); and )

() the Stae of Bahawalour, soe the Bahawalpor (Fricgsion of Fobe.
ral Laws) Owif2r, 192300, G, O 1] of 1953)

The Act has been and shill be de=med te” hive beca broucht into fore
in Gwador wih ==cl from the Eth Szpiember, 1958, by the G vadur (Apole
wtion of Central Laws) Qrdinsnce, 1960 (37 of 1960, 4. 2.

T Subw, by A O, 1964, Art. 2 and Sch., for "Faderal Contral™,

§ Subr. by the Cantrs! Liwa (Statuie Reform) Qrdinonce, 1560 (2] of
1960), 5. 3 aed ind Rh, forihe oripoa sub-pectlon (3 {wib cTact from the
14ih Oclober, 1955},
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1348 1 Act XXOVY]  Regulation of “fiucs and Ou-fields ant oy
Mineral Develogment {Government Cantral),

{1y It shall come iota force oo osuch date? as the Centra)
Covernment may, by notificatizn in the offivial Gorstte,
appoint in this behall,

I ] ] ] ] " N

2. It is hereby declared to be expedient in the public
interest that the f[appropriaie Government] shall have power
to make rules* to provide for all or any of the following mattzry,
pamely ;—

{1} the manper in which, and the aothority to whom,
application for thr grant or reoewal of an ex-
ploration or prospecting licence, a mining lease
or other mining coocession shall be made, and
the prescribing of the fess to be paid oo such
application;

(2] 1he eonditions in ascordance with which the grant
or reoewal of an txploralion or prospecting hiceoce,
& mining lente or other mining concessico may
ke made, and tht preseribing of form: for the
execution or repswal of such Leencs, lense, and
concession;

(3) the circumstznces uader which renewzl of a
licence, lease or concession as aforesard may be
refused, or any such licence, lease or concession
whether grunted ar renewed may be revoled:

{4) the determination of the rates at which, and the
conditions subject to which, royalues, renis and
taxes shall be paid by licensees, lestees and grap-
Lz of minipg concessions:

{5) the refinement of ores and mineral oils;

(&) the control of produstion, storzge and distribetion
of minerals apd micsral oils;

1 Tne Jat June, 1945, pee Gaz of Fo 1948, Pl p 246,

¥ Sicuen 1A, which was ims by the Rerolztion of kMines and Oik
Adde Mineral Development (Federsl Controf] {Amdi.) Ordinsroe, 1955
{31 of 25250, a0 1, has sinee been oo d

3 The Amendment 1o section 2, 5y Ord 30 o 1955, 50 X, kot ©ioee hemn
lapsed
Subn by AL DL 1PE AR D oad Sh, A Central Saremment™,
i For the Fakistan Pet-nlevm fProduciony Ruoles, [94%, fer Caz ol
P, 194%, Ext, pp. HM 552, for the Saioqal Gos Rales, 1960, see o2 1960,

Eav., oo, #45=%%6, aod for the Pakinian Mining Concession Rules, 1960 a0y
jbid, po. 1107=1165, : '

Fow=zr 10
make rulon

51
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o Regulation of Mines and OH-flelds and (1948 : Aet XXTV
Mineral Development {Government Controf

(7} the fixation of the prices 2t which minerals and
mineral eils may be bousht or sald; and

(8) 2oy matter ancillary or incidenezl 1o the matlers

sl out i the foregoing clauses of this section,

and the '[appropriste Government] may. by nevification {o the
official Gazette, make rulss accordingly,

3. In making any rule under the preceding section the
‘[sppropriate Government] may direat that any breach of that
rule shall be punishable with imprisonment for 2 term which
may estend 1o three years, or with fine, or with bath.

4. Any rule made under this Act, and aoy order made
under any such rule, shall have ffect notwithstanding anythlag
inconsistent therewith contamned in any epactment or jn any
instrument having effect by virue of ag enaciment other than
thic Act.

T, . * L ] n "

5. The 'fappropriate Government] may, by nolified
order, declare that any mineral or mineral oil or any class op
deseription thereof shall be exempt from all or toy of the pros
visions of the rules made under this Aet, or that such provisions
shall apply therete with suck modification or bubject to  wuch
conditions a3 may he specified in the order,

M, In thie Agt, “spprepriste Jovermmens Mernt, In
relation to mines of oucicar substances, oil-fie)ds and patfelds,
and development of such substances, minersl il and gas, the
Central Gevernment and, 1 relstion to the ather mines and
mineral development, the Provincia) Government. ]

U Subt by AL QL 198, A 2 and S<h . for “Cenural Crouertment™,

# Seciion 4A, which was int by the Regulation of Muines and OF
fislts Miperd Develooment {Federz Comtrol} (Amdr) Ordinznee, 1935
(1] of 1959), & d, has sinee been fapesd.

P Eectond addad by AL O, 84, & T and Seb,

84
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ACT NO: LXIX OF 1974

An At 1o previde ton the exploration, development, exploftation, production, processing,
refining and marketing of petroleum.

WEITIRE ns 11 1y expedicnt 1o provide for the exploration, development, cxploitation,
producunn, processing, refinng and marketing of petroleum,

1t 1% herehy cnacted as 1ollows.
1. Short title, extent and commencement:

fi) This act may be called the Bangladesh Petroleum Act, 1574.

fliy It exiends to the whole of Bangladesh and shall atso apply to the economic zone and
continental shelf of Bangladesh

fuiy 1t shall be desmed to have come into force on the 22Znd. Day of August, 1974

2, Defintions:

In this act, unless there is anything repugnant in the subject or context:~

2} "continental shelf* and "economic zone" have the same meaning as in the
Territorial Waters and Mantime Zones Act, 1974 { XXV of 1574},

ity " Corporation" means the Bangladesh Oil and Gas Corporation, that s
Petrabangla, established by the Bangladesh Industrial Enterpnises (
Mationalisation) Order, 1972 (P.O. No 27 of 1972 ).

{ ¢t "Paroleum” means -
[ any, raturally necurring hydrocarbon, whether in a gaseous, hqud or sohd
SLate,

fi) any nuturally occurring mixture of hydrocarbons, whether in a gasewus. hguid
ar solid state, ar

(i) any naerakby scournpg nustore of a hvdrocarbon or bydrocarbors, whethe:
& paseous, lgueed o1 s0lid state, and one or moTe of the Tollowmy tha oo s

aydrogen sulphide, nitrogen, helum and carbon dioxide,

{il “ petroteum agrecment” means a producnon sharing agregment or any other
apreement or contract reiating to any petroleum aperation;

Page » 1/5
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‘ pettedauin operaton means any activity i ted e eepleraion, desdepness

ataten e oo el o nas el of potaalenmn

[Kight of (Zinvernment to explore ete. of Petroleum |

v [l Ceeevamieent T sthime Ui Lecnten vy conbimental shielb and cooma,
some of Bangludesh evclusive right to explere develop, veplan, prduoee,
protess, refing and market petroleum

{21 The Guvernment shall plan, promote, organise and implement programmes L
gxploration, development, expleilation, production, processing, relining and
marketing of petroleum

fvi [n panicular and without prejudice to the generality of the following
areisions the CGovernment may take such steps as it thinks fix

{a)

i)

i

te carmy out geological geophysical and other surveys for the
gxploration of petroleum,

1¢; carry out dnlling and other prospecting Operations 10 prove ur
estimate the reserves of petroleum;

to undertake such other activities as may lead to the establishment of
such reserves,

to underake the production of petroleum from such reserves, and the
refining of sucn petraleum;

tey sell, distribute, transport and otheraase disperse of petraleum and 5
redined produces;

10 contribute towards the cost of any studies, expeniments or techiical
research connected with petroleum,

1y underlaky, 455150 or encourage the collecton, mamtenance and
rublicaton of statistics, bulleting and monegraphs,

to undertake any other activity which 1s supplemental nadent o
consequential to any of the activities aforesaid, or which may Ge
prescribed by rules made under this act.
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(2]

f.

Petroleum agreement :

Vhe Cionernraent may enter into a zetroleum agreement with any person for the
aurpese of any peiroleum operatnon

o person shall undertake or carey on any petroleum operauon except under a
petrolewm agreement entered into under sub-secuon (1)

Prowided that the Government may, within one month from the date of
ceommencement of this Act, permit, on such conditions as it desams fit, any parson to
LArry On any pelreleum operation otherwise than under a petroleum agreement for a
period not excesding s1x months

Power of Inspection :

(1) borany purpose mentioned in this Act or the rules made thereunder, any
persten Authorsed by the Government in this behalf may -

fis) mspect and take extiacts from and make copies of any records.
rcturns, plans, maps, and accounts which 15 kept or made by any
person engaged in any petroleum operation,

k) inspect the installation, well, plants, appliznces and works operated or
maintained by any person engaged in any petroleum operation and the
state of repair and condition thereol,

iyl

survey and conduct measurement in any area covered by any
petroleum operatien,

(dy  conduct measurement of any stock of petroleum;,

fz) nrder the production of any cores, samples, records, returns, plans,
L, and accounting elating 10 any petaleum operatian,

Ny LRG0t [ S gaged Inans petroleum operation
12y Adrputsen auticssed by otise Covernment undes sub-sectiont | shall be

deemed o be a public servant within the meaning of section 21 of the Penal
Code (ALY of 1960,

Duties of persons engaged in petroleum operation :
i) e <ol be the duty o any pursen engaged in any petroleum operations -

tia) o ensure that such petroleum operation 1s carned on tn a proper and
workmanlike manner and in accordance with good oil-field practice.

(h) 1o carry on petroleum operation in any area in a manner that does
not interiere with navigation, fishing, and conservation of resources
of the sea and sea-bed,
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e per Lol s Tnetots conmecteed with the eeoloey and vmmenmen

In particular, and without prejudice 1o the generality ol the forepoing provision 4
prson engeued in any petroleum operation shall, in carmyng on such operation m any
al&d,

(ay  conrol the flow, and prevem (he waste or escape, in that area of petroleum
ar waler,

ib; arevent the escape i that area of any mixture of water of drilling fluid wath
petrolenm or any other matter,

fep  prevent damage o peitelewm beanng strata in any area, whether adjacent 10
that area of nat,

id; keoop separate tach petroleum pool discovered in the area,

) I Lvent witer or Any ather matter cntering a petraleum pool through wells in
that ared, excepl when required by and 10 accordance with good cul-feld
practice,

Land required for petroleum operation to be deemed for public
purpose :

Any land required for carrying on any petroleurm operation shail be deemed 1o be
required for a public purpose

Corporation to have rights and powers of the Government :

il All rights and powers nf the Government under this Act of the rules made
- ereunder shall, susject 1o such conditions as mav be specified by the
f e erament by aider aotticd inthe official Garette he exercisahle also Il
NERTTE I

2)  Forthe purpose o sxploration, development, exploltation, procuciion.
=rocessing. vefining or marketng of petroleum or for the effective exercise ot
any nghts and powers the Carporation may, with the previous approval of the
Ciovernment, estabish companies, either wholly owned by it or jonth with
ni pdfier pRIsen., wieo: porated under the Companies Act, 1913 WVl ot 125

Fenalrs:

{1 W howver contravines any provision of this act or the rules made thereunder
whall be punishzhlc with iImpnsoment far a term which may extent 10 one
vear, or with fine, ar with both
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13,

Where any offence punishable under sub-section {1) 15 committed by a firm, company
or other bady corporate, every panner, director manager, secretary or other officer or
wient thereof shall, if actively concerned in the conduct of the business of such firm.
company o hody corporite, be deemed vo have committed the affence onless he
proves that the ellonce was committed without his knowledie or that he exercise all
due diligence o prevent the commmssion of the offence.

[ndemnity:

Mo sult, prosecution or other legal proceeding shali lie against any person for anythung
which 15 1n good faith done or imended to be done under this act or the rules made
thercunder '

Power to make rules:

The Covernment may, by notification in the official Gazette, make rules for carryving
out the purposes of this act.

Repeals:

The Regulation of Mines, Oil-Fields and Mineral Development { Government
Control) Act, 1948 { XXIV of 1948), and the Petroleum Ordinance, 1974 { Ord XV1
of 1974), are hereby repealed

F ﬁgﬂ L 5]!5
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1. INTRODUCTION

The Govessnest of the Pemle’s Repuldie of Rangladesh has given the highest emphasis pn rapid industrialization amd
medetrizziinn of apdeubinre, in additing o the devclopment of basic tocial and physical infrastruciues
Impleineanation oof the ahewe programs requirs inercated wypply of commercial encrgy in variow formn, Ihe prexen

antiaal pee capita enavmplion nf commercial encrgy | o, oil, nasural gas, coal ard clectricity, however is wery limm,
shout 58 kg of nll equivalent, duc primarily to resnursc constralnts amd Inadeguste indigenous Engrfy revmns

Almma the enthee tenuirement of uil snd ¢oal are mer frum impart whereas the demand for natursl gav b nree femn
domestic somrers. To aupmieng the pereleum® repourees base'nf the country and tu meel the ever Increasing dentand,

botls domestic anl fareigi parncipations, parsiulardy from the privatc investors, are tos be attacsed to thiv vital cector
Keeping, these et in vicw this National Ietrufevm Policy iy faemulated.

1.1. EXPLORATION BACKGROUND

Petreteum explaratiun began In Bangladesh carly in this century, Exploration acavitics tnok place in theee phaser.

(s}

Ik

4]

During the perind 1910-1933, six cxploration wells were drilled by foreign companica. The gotal depth of th

weils war ahente 3,702 metres, individusl well deptha varying from 763m w 1.047m. No oil or gas field was
duenvered,

During the periond 19511971, 12 caplorating wells induding enc offshore well were dritled. The tntal depth -
all the wells wat 67,387 metrey, individual well depths varying from §10m to 4,500m. The numbars ol wel
frilled by natienal and lorcign organizations were 4 and 38 respectively. Natinnal oarganiration drilled 14,249

indviduat well deprh varying fruin 2,300m 1 4,500m; and Foreign conppanies lilled 53 138m, it =
depihs varying from 830m 1o 4,139m. The natinnal organization discavered onc gis ficld anit the inres;
arganizations discvered scven gas felds.

Nunpladeth Petrolenm Act 1974 war promulgaied In 1974 fnllnwing which RFetenhangls war (nrmed in tiw e
year by prounnte and regnlate cxploratinn, production ared distlbution of petroteam. Attention for previany
cxploratina was foonsed o the offthote arca quring the pernd 1974 o 1978, Sir internatinesd comp

emered imo prenductinn 1haring coatracts on ncarly alt of the uftihare shell and adpeens srips of baw bunp, € on
H“ L

Doring the perind 1972- 1992, 24 wells including 7 affiharg wells were drlied. The tolal depth of alt the wells v
90,133 micires, inlividual well dlepth varglag frome $500m w 4977m. The numbee of wells drillad by 3t
argamization wan |4, 1o1al depth being 53,963 metres with Individual depth af well varying feom 2,100m tn 4 97 5n
Thie nunitser of welly delted by furcign ciunpanict was 10, Iptal degah being 36,270 mcirea with individozl depah ot

welf varyhap fim B S60m 1 4,698m, National arganization discovered 7 gar Delds and one il fiekd amk Inreree
eompanies diververed 3 as Nelds of which i Iv ins the nfMihure area,

Ax far as gas fiekle are amcerned the aaploration-iliscovery eavin in Bangladesh il now is 33 ic, 17 pos Belibe waer
discuvereal tan af 52 rapdamation welly, whicliis e of the highest in the wortd. 1t is slso improriant o note that s
all the cxploratinn activitice were fimited ta the castern folded belt and that very limitead activities were umlentshan
the abelf arca in nonfuwen Ranpladesh,

* For the purpenc af tay pficy, Prireleuss citau) any saiieally seewering bl roctrbest, wlizthes in Hyuid, garcant ar ufid vntr e
Aefined in, 'Vhe Pangfadeds Vetretenm Ast, 1974, )
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R IR R CRER TP N B T AL e Pt sesssinnae sitied etneleam Dy leranee

Cnedah Ppeiaes SPTE e deele b 1284 a1 aew ndel Productios Shiating Contizzi was Gorrndared o
Sgmn L SOED the azen b il seeery was dddded e 13 Blicks, af which 15 blocks includiag & offshree biecke were

dreeed 1ol Sneonaneassl DL g for coripzlinve hidehugg With Lhe pasage af tnac, Pesralanph ew

cope e gl T Med i el eanly e gomlciine B any proprernal

T I S TR S TE N [P R C R R TTTLY sowards porsobgun exploration has grneratad dntereen Ao sy
fernanenal €51 Conpranes toeatts e us b sheing conbisd since July 1992 Thit policy is intemded 1o Fagalalate

aged wacirage sueh tereed

1.2, DEVELOPMENT OF INDIGENGUS PETROLEUM RESQURCE

Petedangla wat pestrucnezed m 1R aned was made a Holding Corpplraliou with seven Jsuhs;diary companics along
hesetiead fngs we peoengtion eompanics, namely Rangladedh Cas Fields Company 14d and Sylhet Gas Fields Lid
snder Peiralangts new prodice abauy 635 MMUED of gas, 1000 BELL of condensate_and about 200 BBLL of
crude, The gas is distribled by thees distnbution companics in their respective [ranchise areas, saving about Tk. 10
Titkion 3 year in forciga cxchange an:d praviding ahour Tk, 6 billion per year to the national exchequer. Gas is being
amed 28 2 sibsigute e nil for genoratinn of power, as 3 feedstock for manufacture of fertilizer and for other industeial,
ceommereial and domestic purpntes Tts demand 1o growing quickly and it is playing a vital vole in the cconomic
arsmentneat of the conntry 1 cxpected thar ez perduction of gas will rise 10 950 MMOCFD by the year 2000 AD
st the kg recoseribie praven plus proba bilz reseeves of (0.5 TCE will be exhausted by the year 2015 AL ar the

S

vt dnin, dercfone, calis fur nrgaot explaration o angment reserves o sustain the country s cconomic growth.

] 3. IMPORT, REFINING AND MARKETING OF PETROLEUM PRODUCTS

e Bangladedh Peietaimn Gonrating (1) wae et up in 1976 for importing, refining and marketing of Petraleun,
Enl anel Fashricant (100 product, The conporation opeiales theough seven subsidiary conipautics.

Lie et deaand f prirolaam produese nf the couaiey i< shout 2.0 million tons of which S0% is for diesel, 25% frc
e pone, BE o Moter pase, 3% for Tuel Chl apsd the balance is for eeher minor products; whereas, .4 nulkion e
eof rafieed necralinm sl s i peenlucadd by he only refinery ol the countey of which 20% is dicsel, 30% Kerasene,
V5% 100 and Coeobine (Mot Spirin & Naphiha ) ana 35% Fuocl Ol Fhis shows that the country e cxeess gasnlie
ated fst] ] sulube ther & <hentage of nne millisg tons of dics! and keroscue, The consumption 1ate of petralen
Sreeinzt s gty et bl sieadily a1 the rate ol 1.5 w0 3.0%. haport af refined perroleum praducts terefnee
Cepwanne eate el Doomern the presern and futiere e rands for petraleun products of the countey, additios 1o ies

rene s pePrng tane By o irpeantive Tashrieriing aib repuremenit of the country is abmue A5 000 1ose pervgar e

creen et A et s e b peirnlein aradmcts. Peescuily the entire quantity ol labneanng o
g tml L aeyanted fadn Base ole ane Llendesd as 4w o Wending plants aet are markes ecl by BPE 5 subsicdianes s
g el hees

[}
A pesenl alien O pgan ol D lrad erendzonn Lo (1100 s pnondund and Tsstled e yean i the vomnsbey i
et by theee el st oo iy 12 5 bg eylindees for domesiic consunption and by Ranplaiee

Crevpen bl TR s 29 ey el kv tosfor vpohiarial casirmiers

e e 2



2. PETROELEUM POLICY

2.0, OBJECTIVE

[l i ergerniees noebo lyigy sl ol mie e

e nave soerenatie s erplarates sl coplnitation of petralenns resurees amd to eneuie their ratnen-l

for sustanatde o elopoaene ol she sonney,

i addupt wwfonn by msaaneent fis sl puhlic amd private seeios (Lol and [trcignd entedprises,

iy expedine coplaration aed dovelopiment ol pesons petroledm resmirces,

aiolilize dara e and exerenal fuaseial ami rechical resourees Mrom private and public seetor espeanlh

]
(einer (or the develapiant of pesrolonm cxploranan, refining, nnpart, export, storage, dicietbutern
mareernge,
o vonseder devebupent af s Relels tliree gl peeage sector, 483 parg nl Coverianicnt s privatization poilicy,
sipeplace ail Dmgers baepas as Taeoas pareide and 1ooangient energy supply by wther winilevelaped grumes:

T

erorgy tranees aehoar cead eeat el anetisng, peat avwel as LG amd all other prssilile sources nal e

e e o e nlional eoeie

ey arenptlion e sesomon e ol el e dmsratn e capahilinge of (he governmen: agenries espnse

vz gt el theg slfeens g mploentanen,
s} poeasg Deement of poeate seoon e scralonnn andustg tade,
crrmca oot v s e e the bostdonl g the ennenme b priee and quality,
1

HINHY

) proile meanes g innmentsl Bigact ascssiment in this secror

2.2, [MPLEMENTATION

o ac kg s et ol s, the anereengs speeifte 1o various segments of the uil and gas sector are spreticu

feclo

22 L LEGAL A MO L UTRAL

o aeen nl he s s amened e st oty ansd rules Lo eplement the policy wherner negessat,
wr o amethe gt b eendomane s D e deadnd sithin sy et hs aned disnted ar crangusiea] s o
TR L AN SR DI S

Lo tnr pees ey Fooenhie e sscnmant? we wil e develupen musde avaisldoae

. 1
A .'l'.'-l.:rrlll'.'-‘. L

Lo m et b copdiest e s anl the eonfidentialie cules bl be amgatiad Lo by

i . -
LTI PR L P ' a

TR ERTRT] P PO TR PR PYRTINT I R TIPS FEN R T ¥

ek

' HYETI S NTTRS [T P lowpocvadhr o v e prcessaeel an e als

e e e o— e
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i)

!
will g

1t}

4

cepatnasion ¢F nrelzas ser peoduciion sharing conrract{ PSC) provision will be pllowed,
privile and pusiz soenos will be wweated viniforaly,

ro adivinisioreg fe or sgnatore bonus will be nceessary on sigring of PSC. Contract service fee to be paid
anpuady will be Bideame with 2 mininam of US $50,000.00 {¥ifty thousand US doflacs),

special considziavia will he piven to application lor [SC by alTsliore arcas,
foe olfshoee pradnction, rate of Tenmizes e the Qovernment s shars would be lower than anshors production,

no dury will be levied ma mochinery, equigimens and consuwmables impuerted for peteoleum aperanion daring
exploracion, development ar prewduerion dage.

the eouipisent mpeeied for enhanced oil and gas recovery will also be subject to the same congessionary rae of
iy, mind baeally manlagtmeed macdingsy and espuipment used by the exploraion companies will he entitled 1n
all sucy benelits a5 ase adindssibile o their expart,

prz-shinment inspecton nf achinery and othes wnported ivems witl be mandatory,

companies will remain Bamnless of all corporate tag and such otier taxes as sre decermined wiede: thy terrs ol

FEC.

1nc

incentive eaeaet agreenients will be male fuc cxploration in and recovery fram deeper hLarizans.

2.2, COMMERCIAT,

Hl

I

i

n

[£9 ]
I

i

m 1l

lacat privase comurames will be cicouraped 1o seeh joint ventures with foregn companics and/ar with BAIEY
Clp][}flrl(}l},

the current pracsice af accepting & convnerciat discovery on the bass of tlic first exploration well follawed Ty o s
appraisal well to dererming the extent of the reservoir will be changeed and decluration of commercialiy on
conclusive ground will he accepred cvgn an the basis of one well,

e yas prodocing cumpanies will be assured a nackat autlee wizhin 2 reasanable tine uf commercial diszove.,

an iFimdicasion ob an outket is nes given by the government within 12 months of the decliragion of commercia
discreney, the procuces wonll be feee 1o fiad markel ouzlet wizhin the country, and

the zampanies wisth] be reyuired woowmdeerake aptimal devckopment of il aned gas Gchls Tormaximnm reas oy

v PRICING

The praciep Foroassoaned gas wauld e an g cost plus Basis, while fior niva-assosiated gas it will e Ph% .
materatzal e af lagh sulloe heame fnel el witls negotiated discutis and 19 enceusage ovpiontion no o8
shors azeas, asswariel ar e assooated pes Tom sueh fedds sl he priced at 25% hughes than thess [t
cshsre arens,

the pricz of Joeally predneed LIG will be Bnked 1o inrernatioaal kernsene price on BULU basis with approsean
discrmint e creenreagpe i1 ineal preniuctio,

and

1w osalne el od o cadle producian ares will 1o determined on the basis of macket value CDIHWHHC L e

Macitie Perpeoonn Pyice [ades [ATHFD

e e e s erem f —— e e e s e oo
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CMARKETENG AND DESTRID:

AHL REFERCING
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auel ol Facilaap o 1 B 2o e
ey i e Soangvatse 4 e (1) e aned o)
the pricing Tormula e pchneey peoaoce il e

refinenics will he allo.ed 1o irn|‘l|!t'- rad) "
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R
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Y

oot w deselopoee e mlaathouginee oo,

el alione will 1w eveenzaged,

[varad et impeort s poecs sl e tod e

soiree]sh, aned T cxelmnge Farane < ol cruede ol wilk be e anailabsle,

re gpign wnil e Tag el nde e e

rife g wethin Hhe ceane

.rhlr'l?ll Eranpan et AR TN NN el oo b

-

oarketing sorepasy or circetle fram the plant 2z -

ol planes wloced er o i emvn oo associame e

e stnrs well ooy e Benehies of Jooe o Soeate Devosiment CEve et ad [arncumst) Lor, 3984

LURRICATING OIL
Pnhimgarisg ol peead szis sl Te Troe oo ez

ik peptistiag wall e oeguirerd

1
Sl Thioor
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nhrbad i stons o eoaon, e vanl

afp R

cenetral,

r

Aot Do dooal or forgign soneees,

sornd seciamafins tovre g their asthoned Attt operany

s, oamermationt asadards and enforeed ‘.!‘.rmlgh checht,

s ag facilatis, pooeit, Yo non comphanee wili be sngpnsed,

:\‘:

he wali e added Lo these points,

oo ronul putlers sl b done byl anazkeiog coenpanses

oues andd safery otes,

averan s e uegiartng sasdua Dl e

HOLI I DA

ro2d eruds ol alter hftfig focally produced crude ol alozazed S -

for eve, cdung Inbrieating oil Tesding planes, grease amd wat manuhtn

s

corcmi with teanaionally reputed ol conipans s o fuibe - -

ohe G, - pazes of prodects wall Bz Saed and eguatized for sain msniianes -
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e comminon of he mareening comprics and dea'ers will be excinded frome ahe natified prices, and =
Aot et st Lo left nar ke oo s by the markstngy conipany or Ly the indisiduat resiler,

liv)

i1 the private sector vl e given ingentne to mvest It inrascuctuee Like pipeline(s) including common carners,

stopages, and dyeerilmuen Mandling faolities,

macketing eonparics sy mpost POL nrecducrs alier liftng the locally piatured products,

Al

o lieed adnlieranea sl e efornes guaticy cartzrg v g el be cnfvecel

2.6. RESEARCH AND DEVELOPMENT

Loy enlrnes this pohoy, the manbioineg, 1rserrehon development capalilitizs of Petrobaigla, Bangladesh Petrodzn-
Lahinute, Pangladesh Toralen Carparating, G clogicsl dereey of Bapple deeh, Universities aad other Tssitsetiens
will Be sriamptheaed Ty diloescng a fized pesgenisae of 1he goveawment share af the PSC and by wilizing the recien

qeeiniance moencded Lee e petrodeun praducing ¢oaz anics ander production sharing contracts
it ; | | B ! B

2.7, CNG IN TRANSTMORT

e wse of HLHE all tepes ol prac amd rivesins trasspearts inetiding lovomtives replicing motar it aned diesdd o
he ermmercializad, Neo dury, wales 12z or surelarges wilk be Jevied an equipment imported fyr comnpressian al
refireling nf natweal 15 aned foe conecesion of sebicics iocal ds well ar forcign private capital will be encovnagee

v een oald pliases ol £l bt

2.8, CONSUIATTION

A standing panet vl be eonstimzed Ty the boay of wizrg, and Minceal Resources o adviss SRR HI R

sriicr 2 aperatinaat et rnlalig e nid phase DT I GpITAtILG
| . [ |

26 GAFITY ANTY BAVIRONSEN AL DROTECTION

Deven qutes nnl g aes et g i Gow e s fTRIG wis B Tallowed

2,10, WELEARE

Wi sepvas canepana e e danenwan e imisey of Energy & Mineral Nesources/ Petrilaapin s, 2oy

s e

i) IR I THTHOHILE TR apply, Loabilo o ecucaion Nediies i tlic aress af e opeter an? L

sugly mhier acpestees oy e wdestaken,

B wadertave progeaas o pmee the staiz of envirgament in their aseas of operation.
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BANGLADESH

PETROLEUM INFRASTRUCTURE
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