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ANNEXURE-L:
Nb. 12012/3/2008-FPP :
Government of india :
Ministry of Chemicals & Fertilizers |
(D;epartment of Fertilizers)

Shastri Bhawén. New Delhi.
g March 2007

10, i

The Executive Dirgetor, l
Fertilizer Industry Coordination Commitiee,
g™ Floor, Sewa Bfiawan.

R. K. Puram,

New Delhi.
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Subject Policy fof gtage-lil of New Pricind scheme_for urea

mggufzctgring units, |

Sir, | - 5
i
| am directed refer to this Department s letter No. 12019/5/98-
FPP dated 30" Januaf 2003 and No. 12019!19!2003—FPF'. Dated 29-7-
2003 vide which the salient features of Stege- | & f1.iof New Pricing
scheme (NPS) introduced w.e 1.4.2003, were commuticated. it was,
inter alia, communicated that the modalities of Stage-1ll would be decided
by the Department of Fertilizers (DOF) after review Of the implementation
of Stage-l and Stage-Vl. It has been decided 10 implement Siage-lll of
NPS with certaln modffications 83 contained i the succeeding
paragraphs. |
1

(A) Duration.

9 The Policy for NPS: Stage-lil will be effective from 1.10.2006 to
31.3.2010. stage-1! Policy has been extended! upto 30.9.2006.
The policy for incentivizing gdditional production of urea during
Stage-ifi of NPS will be applicable from the date é:f notification and

4l then the additiona! production of urea by units beyond 100% of
their capacity will be charned by the existing policy of sharing of
the net gain between the Government and the untt in the ratio of
65:35. '

(B) wﬂlﬂﬂ@

! taken to

L During Sta o-1il of NPS, tHe following measures will be
calculate concess?on rates of urea units - ..

p classification wili continue as$ glven in

\ oA

(1) Existing six grou
Annexure, I-A.
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(i) \_Group averaging Wil pe done after updation of all costs upto
31.3.2003. .

('ﬁi)\:i Capacity gtilizaticn levels of 63% for pre-92 Naphtha and
FOILSHS based plants and 98% for pre-92 gas, post-92 gas. post-
92 Naphtha and mixed energy based plants will be considered for

ga\puiat‘mg ihe |base concession rates of urea units 3as on
313.2003.

o

: '..
4 s (iv Transportation cost of gas will be computed and paid
separately.

(v} The updated notional concession rates of all urea units as on

-\ 2003 so d mmined on the pattern followed during -Stage-! o1

- NPS will form [he basis to calculate the concession rate payable t0

gach urea nit during stage-ill of NPS commencing from

i ‘;t O%E‘F?g N ou_tjigjgggeﬁt will be admissible to any unit in Stage-
= I} of : I

(i) Ontne gase concession rate €0 determined for each unit, only
escalation 8 d de- escalation on components of variable cost o
gk_suﬁi basis subject 10 pre-set eneray nomms given in Stage = W
il (viiy A ded ction of Re 50/MT from the concession rates of pre-92
i aphtha @ FOILSHS pased and Rs. 75/MT from the other units
- for the reduced capital related charges (CRC) will be made.

!‘“ : : (vii)) The respeclive pre-set energy consumption NOHM of each
g rea unit during Stage-ll of NPS of the actual energy consumption
chieved uring ihe year 2002-03, whichever is ower, will be

ecognized 35 the norm for Stage-lll of NPS.

bx) Saving on energy over the pre-set norms will te paid as pef
Yo _{he basic of the weighted_ average of feed/fuel used during

~(C) [Resum on of ure

|
4, Resumplion of pmduct'lon py urea units currently Aot in production.
Iz, R F-Trombay-v, £ACT-Cochin and Duncans industries
| Limited (DIL)-Kanpur s atlowed pased o©on natural
‘.gastNq;!CBM!Goat- gas. Upo™ resumption, the base CONCESSION
! rate of hese units Wil be the Stage-ll c,_oncess‘ion rate of the group
i to whi they pelonged, OF their own concession rate updated til
1 31.3.2 03 for all costs and thereafter adjusted for the feedstock
. change over, whichever is lower. ,

(D) ', conversion of non-ges pased units to NGILNG.
i 9. ly 0 All| functional Naphtha and FOILSHS pased units ghould get

! conve red within @ period of 3 years (of these, Shriram Fertilizers &
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Ch*amicais Ltd (SFC) Kota is expected to convert by the end of the
current financial year). On the expiry of the aforementioned period,
the Government will not subsidize the high cost ureé produced by
the non-gas based ures units and rate of concession of such units
wiil be restricted to the lower of the prevalent jmport parity pric.el
(FP) or their own rate. Units not able to tie up §as will have to
explore alternative feedstock like Coal Bed Methane(CBM) and
coFl gas.

(j n order to provide incentives for conversion fo gas. since there
is g_igggg_nlt_lqp of investment made by units for conversion, theré
will be no mopping ¥p of energy efficiency for.a fixed period of §
years f6r Naphtha based as well as for FO/LSHS pased units.
Capital subsidy will be considered for FO/LSHS based urits for

ich DOF will notify @ separate scheme in consultation with

Di:panmant otéﬁxpendﬁure(DOE) Ministry of Finance.

@if) For conversion of the non-gas based Urea Plants to Naturat
Gas (NG) / Liguefied Natural Gas (LNG), 8 Committee headed by
Petroleum Secretary, compnsmgn.ni Secrelaries of Planning
i C;mrnission. Department of Fertilizers and Department  Of
Enpendlture has -been constituted for' facilitaing the connectivity
and supply of gas to non-gas based units converting 10 gas and to
develop appropriate mechanism for fixing the price of gas in 2

tr’-;anspateni manner.
1 .
(E). U for additional urea produc fon.
. i ' o . ¢
B The foliowing measures 8ré decided to be implemented 10

-ir;ceniiv'}se additional Urea g[oduction in the-country:-

'f No permiss'\on will be required from the Government for

groduction beyond 100% of re-assessed ured capacity of the unit.

@ Al preduction petween 100% and 110% of the existing
uzeassessed capacity, if 80 required by the govemment as per the
approved preduction pian will be incentivized o0 the existing net
gain sharing formula-between the Government and the unit in the
tatio of 65:35 respectively with the proviso that the total amount
.paid 10 the units, after including the component of variable cost will

Pe capped at the unit's own concession rate.

(i) Units _increasing ‘productien’ beyond 110% may be

‘;compensated"at their concession rate. subject to the overall cap of
T - o -

\@v) While proouring additional urea *beyond 100% of  the

reassessed capacity of ures units, a ment order system_oi
procurement will be followed- 10 other words, ine units which

i
i
1



supply urea at the least cost would ‘be given preference in
procurement. 7

“(v) The cost of feed tock/fuel allowed will be in the ratio ” of
gas!LNG!Nap’nma etc. with reference to actual ratio of consumplion
of annual actual P uction of urea up to that portion of the
incremental procluction of urea required by the Government for sale
to agriculturalists. Enérgyﬁnpuls for non—agﬁcuitural salelexports

and surplus ammonia hall be allocated on costiier feedffuel basis.

(vi) To the extent that the Government does not require any
quantities of addition#! production for direct sale {0 agriculturaiists.
ihe concerned units (would be free to dispose of the remaining
quantities bY way of exports, sale to complex manufacturers etc.
without seeking prior rmission

(vif) Government will not subsidize the additional production, if not
required by it for agrﬁuuural consumption. -

: res have been decided to be implemented for
movement of Urea to District level and below = ’

{ will continue fo retain the authority t© direct
movement of urea stock up to 50% of production depending upon
the exigencies of the situation.

(ii) Stetes would | be required 0 allocate the entire quantity of
planned urea arrivals i.e.. poth reghlated and de-regulated urea in
a District-wise. M nth-wise and supphier wise format.

(iif) gach unit will maintain @ district level stock point in-the districts
where it is required to supply urea. These district level stock points
will be the prima Godowns.

(iv) Subsidy 10 individual unis will be reimbursed based on
conformity 10 planned movement up 10 district level for poth
controlied and t#e-cnntrolled urea. The monitoring of the movement
and distribution of urea throughout the country will be done by an
On-line comp@ter-based monitoring sysiem. Tre- time Limit of
existing paym nt system i.e., 45 days will be adhered to. i will be
ensured that ﬁp certification py. State Governments is required for
release of sU ysidy to ured Units. Subsidy will be paid only when
the urea reaches the district.

(v) The pepartment will operate 2 puffer stock through the State
\nstitutional Agencies [Fertilizer Cempanies in States up 10 2 fimit
of 5% of thelt seasonal requiremen’t.

4 rf} "\




as follows:-

(vi) The Department will work through the agricultural depariment
of the states to realize the objective of adequate and timely
availability of urea at the Block level.

The freight reimbursement to urea units under NPS-ill will be done

7

(i) Primary Freight will be relmbursed on the basis of actual I'eaas
for rail movement] ‘

(i) Relmbursement of railway freight will be as per the actual
expenditure;

(iii) For the road component of the primary freight, road leads will
be as per actual distance to the primary godown and per tonne
Km. rates will be escalated by the composite road transport index {
weighted average of the Wholesale Price Indices (WPls) of HSD

oil, Motor Tyres, Truck Chassis and Al Commodities};

(iv) One time enhancement of 33% will be granted on the road
component of primary freight to offset the impact of Supreme Court
directed maximum truckload fimit of 8 MT on road vehicles;

(v) Tariff Commission will be requested to fix average leads and
per tonne km base rates for road transportation in the case of
secondary movement. These rates. will be escalated by WPI
(composite road transport index) every year,

(vi) Pending finalization of leads and rates by the Tariff
Commission, secondary freight which was frozen at 2002-03 rates

during Stages | & 1 of NPS will be escalated by the

increase/decrease in WP (composite index) since 2002-03;

(vi) The Freight computed and paid as per the policy shall not
exceed the actual freight expenditure incurred by the units.

(viii) The existing scheme for special freight subsidy will continue
for supplies to the North Eastern States and Jammu & Kashmir.

Policy in resp ect of high cost units (producing at higher than

in order to disincentivise -high-cost production of 8 Naphtha and
FO/LSHS based unils whose cost of production is higher than the
prevalent IPP, o facilitate their early conversion to gas, these units
are allowed to produce 100% of capacity should they adhere to an
agreed timetable for conversion to 0as and tie up of
gas/LNG/CBM/Coal gas: if they do-not, they-will be given only 75%
of the difference between the rate of concession and variable cost
component (i.e., 75% of the balance fixed costs beyond 93% Of

W}?
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capacity utilization) in the 1% year {1.4.2007) and 50% of the fixed
cost beyond §3% capacity utilization from 2% vear (1.4.2008)
onwards. '

(H} Policy for import of ursa.

10. The existing system of Import of urea through designated State

(0 Policy for Joint Ventures Abroad

Er:gthg t_Entgméi éSTEs) ie. Minerals & Metals Trading
oration , State Trading Corporati STC) & i
Potash Limited (IPL) will continue. HERHRBBEOY: i

11. To encourage gefting up of JV feriilizer plants abroad in countriss
where gas is avaiiable in abundance and is much cheaper, the JVs for
production of urea will be set up abroad subject fo the condition that the
Government will enter into / encourage long term buy back arrangements

with JVs abroad
mechanisms be evolv

gpending upon merits.  Accordingly, suitable
d for effectively securing long term fertilizer reiated

supplies, including through invastments and joint ventures abroad.

W)

12.

13.

Other Measures

Cost of bags
The cost of bags, which was frozen during Stage-! & it of NPS, will
now be allowed based on moving weighted average cost of bags to
compensate for the rise in prices over the last three years. For the
year 2006-07. the waighted average of thes cost of bags for each
Unit wilt be fof the three years beginning 2002-03 and accordingly

thereafter.

Taxes on inputs

For Stage-lil, it is decided that saies tax on inputs and other taxes

i \nder RPS wilt be psid on actual basis. Where Value
AT) has been introduced, such of the above taxes a8
{ in it will be recognized to the extent they are non-

y lssue/dispute relaling to interpretation of the 201CY,

tnhe decision of epartment of Fedilizers shali be final. The above
provisions will remain in force during the Stage-lil of NPS or untii ‘urther ,
orders, whicheve is earlier.

{F‘c-zepa}tl S
Joint Secretary to the Government of India
Te! No. 23381294
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ANNEXURE- I-A
Classification of urea units into 8 groups

f s. Name of ' Name of the units

‘ N | the Group

: 0 E

il Pra-1982 1. Brehmaputra Valley Fertilizers Corporation Limited |

: Gas (BVFCL)-Namrup-lll ':

i based 2. Indian Farmere Fertilizer Cooparative (IFFCO)-Aonta-! i
units 3. Indo-Guif Jagdishpur |

4 Krishak Bharati Cooperstive (KRIBHCO)-Hazira

5. Natlonal Fertiizers Limited (NFL)-Viiaipur-|

§. Rashiriya Chemicals & Fertilizers Limited (RCF)-
| Trombay-V® -

i Post-19892 1. Nageruna Fediizers & Chemicals Limited (NFCL)-
Gas Kakineda-l )
based 5. Chambal Fertizers & Chemicals Limited (CFCL)- |

! units Gadepan-| e

3. Tata Chemiclas Limited (TCL}-Babrala

4. Oswal Chemicals & Fertilizers Limited (QCFL)/Kribhco
Shyam Fertilizers Limited (KSFL}-Shahjahanpu

5, NFCL-Kekinade-ll

6. IFFCO-Aonia-l

7. NFL-Vijeipur-i i

il | Pre-1992 [ | Fenilizers & Chemicals Travancore Limited (FACT)-
Naphtha Cachin®
based 2. Duncans Industries Limted (1L}, Kanpur® !
units 3. IFFCO-Phulpurd ’i

‘ 4  Mangalore Chemicals & Fertilizers Limted (MCFL)- |
Mangalore ' ;
5. Madras Faertilizers Limited (MFL)-Manali i
6  Sriram Fertilizers & Chemicals Limited (SFC)-Kota 'l
t T Southem Petrochemical Industries Lmited (SPIC)- |
' Tuticoria .~ -
| 5 ZusnifdlsiiesUmied @L)yGoa
Postissz || 1 IFFCO-Phulpur-it -
Naphtha 2 CFCL-Gadepen-li
based ‘ o
units | Lo S0

V | FO/LSHS 1. Gujarat Narmeds Valley Fertilizers Company Limited
based (GNVFC)-Bharuch
units 2. NFL-Nangel

3. NFL-Bhatinda
4. NFL-Panipat :

VI | Mixed T Gujarat State Fertiizers & Chemicals Limited (GSFC)- |
energy | Vadodara i
based 2. 'IFFCO-Kalol
untts 3. RCF-Thal ; ;

____.____r__._-—-—j

+ Net in production.
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From
To,
The President of india

ANNEXURE-I|

(Specimen of the undertaking}

Whareas the Govemmemt of India have decided 10 introduce a Pricing Scheme

to be administered by the
urea producing units with

sustain and ensure the

Fedilizer Industry Coordination Commitiee (FICC) for all

effect from 1.4.2003 and such Scheme is intended to
haalthy development of the urea industry based on

international standards of gfficiency:

And whereas the br

d features of the Scheme aré gat forth for S Stage-l and |l

in the Ministry of Ch micals & Fertilizers, Department, of Fertilizers' letter
No.42019/5/98-FPP dated 30.1.2003, issued to replace the existing Scheme,
communicated vide ED/F CC/94/2002 dated 4% June 2002 and the policy for Stage-
il of New Prlcihg Scheme communicated vide letter No. ED/FICC/XX dated the

March 2007.

W, .ooarennrionmasans

ivee. (which gxpression shall include all our

successors and assigns) do hereby underiake and promise to accept and abide DY
all the terms and conditions contained in different provisions of the Pricing Scheme
fgr 'urea producing units &3 communicated to us by the Department of Fertifizers
vide letter Np.12019/5/ a-FPP dated 30.1.2003 and letter No. 12012/3/2008-FPP,

dated 8" March 2

along with annexufre thereto and also to the rules, -

notifications and regulations framed by the Department of Fedilizers/ FICC from

time fo time 10 give effect to the Scheme,

| 4 "
We further undertiake and promise o carry out pericdic financal transactions
under the Scheme through such Account or Fund and in such manner as the

Government/ FICC mady. from time to time prescribe or direct;




Ly

indusiry Cogrdination Commitiee

ise to abide by the decicions of e Fetilize?

Wwe further undertake and prom
thority tc determine the

which is the competent au

concession 3tes.

SIGNED by ouf representative sha/Smt ... s epian dated
— pehalf as holder of General Power of Attorney dateg . ..ooemn
executed in pursuance of the Resclution L1 DO datad . ... - osssed BY the
Board of Directors OF Loccnimavaves A

IN THE PRESENCE OF
signed by
For and'on pehalf of
Witnesses =
5 1
¥
y & ’
power of Attorney
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