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Chapter 1

UREA SUBSIDY POLICIES

OVERVIEW

Until 31.3.2003, the subsidy to urea manufacturers was being regulated in terms of 

the provisions of the erstwhile Retention Price Scheme (RPS). Under RPS, the difference 

between retention price (cost of production as assessed by the Government plus 12% post 

tax return on networth) and the statutorily notified sale price was paid as subsidy to each 

urea unit. The expenditure Reforms Commission (ERC), headed by Shri K.P. 

Geethakrishnan, had also examined the issue of renationalizing fertilizer subsidies. In its 
th

report submitted on 20  September, 2000, the ERC recommended, inter-alia, dismantling 

of existing RPS and in its place the introduction of a Concession Scheme for urea units 

based on feedstock used and the vintage of plants. Accordingly, New Pricing Scheme 

(NPS) was launched in 2003. Various stages of NPS and the duration when they were 

applicable are as under:-

 i.          New Pricing Scheme (NPS) - I for the period from 01.04.2003 to 31.03.2004.

ii.         NPS – II for the period from 01.04.2004 to 31.09.2006.

iii.        NPS – III for the period from 01.10.2006 to 01.04.2014.

iv.        Modified NPS – III for the period from 02.04.2014 to 31.05.2015.

thBased on CCEA decision, vide notification dated 25  May, 2015, Department of 

Fertilizers notified New Urea Policy – 2015 (NUP-2015) with the objectives of maximizing 

indigenous urea production, promoting energy efficiency in urea production and 

rationalizing subsidy burden on the government. Initially, the duration of the policy was from 
st st th

1  June, 2015 to 31  March, 2019. Vide notification dated 14  May, 2019, the duration of 

New Urea Policy-2015 has been extended from 1st April, 2019 till further orders except the 
th

provisions as amended already vide notification dated 28  March, 2018. Under NUP-2015, 

the compensation for other variable cost e.g. the cost of bag, water charges & electricity 

charges and fixed cost is determined in accordance with existing provisions of NPS-III and 

Modified NPS-III.

NUP-2015 covers 25 gas based existing urea units. 5 units namely MFL-Manali, 

MCFL-Mangalore, SPIC-Tuticorn, BVFCL-Namrup-II and BVFCL-Namrup-III are not 

covered under this scheme because these units are not connected to gas pipeline network 

in the country.

The three Naphtha based urea units viz., Madras Fertilizers Limited- Manali 

(CPSU), Southern Petrochemicals Industries Corporation (SPIC) - Tuticorin and 

Mangalore Chemicals & Fertilizers Limited (MCFL) are governed by Policy Notification 
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th
dated 17  June, 2015, which allows these units to operate urea production using Naphtha 

as feedstock till gas availability and connectivity to these three units either by gas pipeline 

or by any other means. 

BVFCL-Namrup-II and BVFCL-Namrup-III are proposed to be closed and a new 

high efficiency unit is being installed and will be dealt separately under their restructuring 

proposal. Till then, these two units will function under the provisions of Modified NPS-III. 

With the approval of the CCEA, 

(I)    For 11 urea manufacturing units viz.,

the target energy consumption norms as mentioned in 
st

Para 3.2 of NUP – 2015, will come into force w.e.f. 1  April, 2018.

 (ii)   The existing norms under New Urea Policy-2015 for remaining 14 urea 

manufacturing units viz., NFL Vijaipur-I, KRIBHCO-Hazira, KFL-

Shahjahanpur, NFCL- Kakinada-I, NFCL-Kakinada-II, GNFC-Bharuch, 

GSFC-Vadodara, NFL-Bathinda, NFL-Nangal, NFL-Panipat, SFC-Kota, 

KFCL–Kanpur, RCF Trombay-V, ZACL-Goa are hereby extended for further 
stperiod of 2 years i.e. till 31 March, 2020 with the following penalties:

(a) Penalty equivalent to 2% energy of difference between NUP 

Energy norms and Target Energy norms of NUP-2015, for the first 

year i.e. 2018-19.

(b)    Penalty equivalent to 5% energy of difference between NUP Energy 

norms and Target Energy norms of NUP-2015, for the second year i.e. 

2019-20.

(c)    Urea manufacturing units must achieve Target Energy Norms during 

the extended period of 2018-19 to 2019-20 failing which additional 

penalties may be imposed on defaulting units in consultation with the 

Department of Expenditure.

st(iii)    The aforesaid target energy norms may be continued upto 31  March, 2025. 

Meanwhile, an expert body under NITI Aayog would be engaged to 
strecommend the energy norms to be achieved from 01  April, 2025.

(iv) The three Naphtha based urea units viz., MFL, MCFL, SPIC are also allowed 
ththe existing energy norms under Para (2) of policy notification dated 17  

stJune, 2015 for another two years i.e. till 31  March, 2020 or till these units get 

the gas pipeline connectivity, whichever is earlier. There will be no mopping 

thDepartment of Fertilizers vide notification dated 28  

March, 2018, has approved the following decisions with regard to Target Energy Norms 

given to all urea manufacturing units (except BVFCL):

 YFIL, NFL-Vijaipur-II, GIL, CFCL-

Gadepan-I & II, IFFCO-Aonla-II, RCF-Thal, IFFCO-Kalol, IFFCO-Aonla-I, 

IFFCO-Phulpur-I & II, 
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up of energy efficiency for a fix period of 5 years from date of gas pipeline 
th

connectivity as per Para 3 (viii) and 5 (ii) of NPS-III policy dated 8  March, 

2007.

NUP-2015 has resulted in additional production of 20 LMT during the year 2015-16, 

without adding any capacity. The production of urea during the year 2015-16 was 

244.75 LMT, i.e., the highest ever urea production in the country. The total 

production of urea during 2016-17, 2017-18 and 2018-19 was 242.01 LMT, 240.23 

LMT and 240 LMT respectively, which is significantly higher than 2014-15. 
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1.1 NOTIFICATION ON NEW PRICING SCHEME (NPS) – III for UREA

No. 12012/3/2006-FPP
Government of India

Ministry of Chemicals & Fertilizers
Department of Fertilizers

*****

Shastri Bhawan, New Delhi.
th8  March, 2007

To,

The Executive Director,
Fertilizer Industry Coordination Committee,

th8  Floor, Sewa Bhawan,
R. K. Puram,
New Delhi.

Subject: Policy for Stage-III of New Pricing Scheme for urea manufacturing units.

Sir,

th
I am directed to refer to this Department's letter No. 12019/5/98-FPP dated 30  January 

2003 and No. 12019/19/2003-FPP, Dated 29-7-2003 vide which the salient features of Stage- I & 

II of New Pricing Scheme (NPS) introduced w.e.f 1.4.2003, were communicated.  It was, inter 

alia, communicated that the modalities of Stage-III would be decided by the Department of 

Fertilizers (DOF) after review of the implementation of Stage-I and Stage-II. It has been 

decided to implement Stage-III of NPS with certain modifications as contained in the 

succeeding paragraphs.   

(A) Duration.

2. The Policy for NPS Stage-III will be effective from 1.10.2006 to 31.3.2010.  Stage-II Policy 

has been extended upto 30.9.2006.  The policy for incentivizing additional production of 

urea during Stage-III of NPS will be applicable from the date of notification and till then the 

additional production of urea by units beyond 100% of their capacity will be governed by the 

existing policy of sharing of the net gain between the Government and the unit in the ratio of 

65:35.  

(B) Grouping of urea units

3. During Stage-III of NPS, the following measures will be taken to calculate concession rates 

of urea units:-

(I)  Existing six group classification will continue as given in Annexure. I-A. 

(ii) Group averaging will be done after updation of all costs upto 31.3.2003.

(iii) Capacity utilization levels of 93% for pre-92 Naphtha and FO/LSHS based plants and 

98% for pre-92 gas, post-92 gas, post-92 Naphtha and mixed energy based plants will 

be considered for calculating the base concession rates of urea units as on 31.3.2003.  

(iv) Transportation cost of gas will be computed and paid separately. 
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(v) The updated notional concession rates of all urea units as on 1.4.2003 so 

determined on the pattern followed during Stage-I of NPS will form the basis to 

calculate the concession rate payable to each urea unit during Stage-III of NPS 

commencing from 1.10.2006. No outlier benefit will be admissible to any unit in 

Stage-III of NPS.

(vi) On the base concession rate so determined for each unit, only escalation and 

de- escalation on components of variable cost on actual basis subject to pre-

set energy norms given in Stage – III. 

(vii) A deduction of Rs 50/MT from the concession rates of pre-92 Naphtha and FO/LSHS 

based and Rs. 75/MT from the other units for the reduced capital related charges 

(CRC) will be made. 

(viii)  The respective pre-set energy consumption norm of each urea unit during Stage-II of 

NPS or the actual energy consumption achieved during the year 2002-03, whichever 

is lower, will be recognized as the norm for Stage-III of NPS.

(ix)  Saving on energy over the pre-set norms will be paid as per the basic rate of the 

weighted average of feed/fuel used during Stage-III of NPS. 

(C) Resumption of urea production by units under shutdown.

4. Resumption of production by urea units currently not in production, viz, RCF-Trombay-V, 

FACT-Cochin and Duncans Industries Limited (DIL)-Kanpur is allowed based on natural 

gas/LNG/CBM/Coal gas. Upon resumption, the base concession rate of these units will be 

the Stage-III concession rate of the group to which they belonged, or their own concession 

rate updated till 31.3.2003 for all costs and thereafter adjusted for the feedstock 

changeover, whichever is lower.

(D) Conversion of non-gas based units to NG/LNG.

5. (i) All functional Naphtha and FO/LSHS based units should get converted within a 

period of 3 years (of these, Shriram Fertilizers & Chemicals 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 urea 

produced by the non-gas based urea units and rate of concession of such units will be 

restricted to the lower of the prevalent import parity price (IPP) or their own rate.  Units 

not able to tie up gas will have to explore alternative feedstock like Coal Bed Methane 

(CBM) and coal gas. 

(II)  In order to provide incentives for conversion to gas, since there is no recognition of 

investment made by units for conversion, there will be no mopping up of energy 

efficiency for a fixed period of 5 years for Naphtha based as well as for FO/LSHS 

based units.  Capital subsidy will be considered for FO/LSHS based units for which 

DOF will notify a separate scheme in consultation with Department of Expenditure 

(DOE) Ministry of Finance. 

(iii)  For conversion of the non-gas based Urea Plants to Natural Gas (NG) / Liquefied 

Natural Gas (LNG), a Committee headed by Petroleum Secretary, comprising of 

Secretaries of Planning Commission, Department of Fertilizers and Department of 
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Expenditure has been constituted for facilitating the connectivity and supply of gas to non-

gas based units converting to gas and to develop appropriate mechanism for fixing the price 

of gas in a transparent manner.      

(E) Incentives for additional urea production.

6. The following measures are decided to be implemented to incentivise additional Urea 

production in the country:-

(i) No permission will be required from the Government for production beyond 

100% of re-assessed urea capacity of the unit.  

(ii) All production between 100% and 110% of the existing reassessed capacity, if so 

required by the government as per the approved production plan will be incentivized 

on the existing net gain sharing formula between the Government and the unit in the 

ratio of 65:35 respectively with the proviso that the total amount paid to the units, after 

including the component of variable cost will be capped at the unit's own concession 

rate.

(iii) Units increasing production beyond 110% may be compensated at their concession 

rate, subject to the overall cap of IPP.

(iv) While procuring additional urea beyond 100% of the reassessed capacity of urea 

units, a merit order system of procurement will be followed.  In other words, the units 

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

(v) The cost of feedstock/fuel allowed will be in the ratio of gas/LNG/Naphtha etc. with 

reference to actual ratio of consumption of annual actual production of urea up to that 

portion of the incremental production of urea required by the Government for sale to 

agriculturalists. Energy/inputs for non-agricultural sale/exports and surplus ammonia 

shall be allocated on costlier feed/fuel basis.

(vi) To the extent that the Government does not require any quantities of additional 

production for direct sale to agriculturalists, the concerned units would be free to 

dispose of the remaining quantities by way of exports, sale to complex manufacturers 

etc. without seeking prior permission of DOF.

(vii) Government will not subsidize the additional production, if not required by it for 

agricultural consumption. 

(F) Distribution and Movement Issues

7. The following measures have been decided to be implemented for movement of Urea to 

District level and below:

(I)  The Government will continue to retain the authority to direct movement of urea stock 

up to 50% of production depending upon the exigencies of the situation.

(ii) States would be required to allocate the entire quantity of planned urea arrivals i.e., 

both regulated and de-regulated urea in a District-wise, month-wise and supplier wise 

format. 

(iii) Each unit will maintain a district level stock point in the districts where it is required to 
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supply urea. These district level stock points will be the primary Godowns.

(iv) Subsidy to individual units will be reimbursed based on conformity to planned 

movement up to district level for both controlled and de-controlled urea. The monitoring 

of the movement and distribution of urea throughout the country will be done by an On-

line computer-based monitoring system. The time limit of existing payment system i.e., 

45 days will be adhered to. It will be ensured that no certification by State Governments 

is required for release of subsidy to urea Units.  Subsidy will be paid only when the urea 

reaches the district. 

(v) The Department will operate a buffer stock through the State Institutional Agencies 

/Fertilizer Companies in States up to a limit of 5% of their seasonal requirement. 

(vi) The Department will work through the agricultural department of the states to realize 

the objective of adequate and timely availability of urea at the Block level.

8. The freight reimbursement to urea units under NPS-III will be done as follows:-

(i)  Primary Freight will be reimbursed on the basis of actual leads for rail movement;

(ii) Reimbursement 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 (WPIs) of HSD oil, 

Motor Tyres, Truck Chassis and All 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 limit of 9 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 I & II of NPS will be escalated by the 

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

(vii)  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. 

(G) Policy in respect of high cost units (producing at higher than IPP):

9. In order to disincentivise high cost production of 8 Naphtha and FO/LSHS based units whose 

cost of production is higher than the prevalent IPP, to 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 gas 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 
stcomponent (i.e., 75% of the balance fixed costs beyond 93% of capacity utilization) in the 1  
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nd
year (1.4.2007) and 50% of the fixed cost beyond 93% capacity utilization from 2  

year (1.4.2008) onwards.

(H) Policy for import of urea.

10. The existing system of import of urea through designated State Trading Enterprises (STEs) 

i.e. Minerals & Metals Trading Corporation (MMTC), State Trading Corporation (STC) and 

Indian Potash Limited (IPL) will continue.  

(I) Policy for Joint Ventures Abroad 

11. To encourage setting up of JV fertilizer plants abroad in countries where gas is available in 

abundance and is much cheaper, the JVs for production of urea will be set up abroad subject 

to the condition that the Government will enter into / encourage long term buy back 

arrangements with JVs abroad depending upon merits.  Accordingly, suitable mechanisms 

be evolved for effectively securing long term fertilizer related supplies, including through 

investments and joint ventures abroad. 

(J) Other Measures

12. Cost of bags

The cost of bags, which was frozen during Stage-I & II 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 weighted average of the cost of bags for each unit will be for 

the three years beginning 2002-03 and accordingly thereafter.  

13. Taxes on inputs

For Stage-III, it is decided that sales tax on inputs and other taxes recognized under RPS will 

be paid on actual basis. Where Value Added Tax (VAT) has been introduced, such of the 

above taxes as are subsumed in it will be recognized to the extent they are non-vattable. 

In case of any issue/dispute relating to interpretation of the policy, the decision of     

Department of Fertilizers shall be final.   The above provisions will remain in force 

during the Stage-III of NPS or until further orders, whichever is earlier.  

Yours faithfully,

Sd/-

(Deepak Singhal)

Joint Secretary to the Government of India

Tel No. 23381294
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1.2 NOTIFICATION ON MODIFIED NPS-III FOR EXISTING UREA UNITS.  

No.  12012/3/2010-FPP            
Government of India

Ministry of Chemicals & Fertilizers
Department of Fertilizers

***
ndNew Delhi, the 2  April, 2014

To

The Executive Director, 

Fertilizer Industry Coordination Committee (FICC),

8th Floor, Sewa Bhawan,

New Delhi.

Subject:   Modified NPS-III for existing urea units.

Sir,

2. Duration of Modified NPS-III

The Modified NPS-III policy will be implemented for a period of one year from the date of 

issue of  this notification. Thereafter, the policy will be reviewed taking into account 

prevailing energy scenario, production and supply scenario, international trend of urea 

prices etc., at that time.

3.  Concession rates of urea units

 The calculation of concession rates of urea units shall continue as per NPS-III and its 

amendments subject to the following modifications:

3.1  Additional Fixed cost

n respect of KFCL and BVFCL-II units, for which cost data of four components is not 

available either for the year 2002-03 or 2012-13, the actual increase in these four 

components as per the certified cost data for the latest year over and above Rs. 

521/MT (weighted industry average during 2002-03) subject to maximum of Rs. 

350/MT will be allowed.

I am directed to convey the approval of Government of India for Modified NPS-III for 

existing urea units as under:

(a) The maximum additional fixed cost (towards increase in the four components, viz., 

salaries & wages, contract labour, selling expenses and repair & maintenance) of 

Rs.350/MT to existing urea units or actual increase in above four components of 

fixed cost during the year 2012-13 compared to the year 2002-03, whichever is 

lower will be paid. This will be based on the certified cost data for above four 

components for the year 2012-13 to be provided by all urea Units.

(b) I
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3.2 Minimum Fixed Cost

3.3 Special compensation to Urea Plants which have Completed 30 Years and Converted 

to Gas

3.4   It has been decided

4.  Continuing the production from high cost units 

The production of the high cost naphtha based urea units namely SPIC Tuticorin, MFL 

Manali and MCFL Mangalore will continue under modified NPS-III till the gas availability and 

connectivity is provided to these units or June, 2014 whichever is earlier, beyond which 

subsidy for naphtha based plants will not be paid. However, no new naphtha based plants 

will be permitted in Greenfield investments. 

5. Reimbursement to naphtha & FO/LSHS based units

The existing system of recognizing costlier feed/fuel stock of naphtha/FO/LSHS will  

continue and existing system of incentivizing these units for energy savings on the basis of 

actual input mix including 100% Naphtha/FO/LSHS as in force will continue up to June 2014 

or till such time they convert to gas whichever is earlier.

6.  Continuing Pre  set Energy norm of Naphtha units converting to gas

 The data of investment for conversion from Naphtha as feedstock to gas and actual energy 

consumption achieved after conversion from each unit will be obtained and based on this 

data, the Department of Fertilizers, in consultation with Department of Expenditure, shall 

work out the period for which existing preset norms will be allowed, which shall not be more 

than five years from the date of conversion so that each unit may be in position to recover the 

investment with interest thereon from energy savings. 

7. Continuance of amended provisions notified under NPS-III

The following amended provisions notified under NPS-III will continue:

(a) The provision  as contained in Para (ii) of  Notification  No.12012/19/2007-FPP dated 
th

10  July, 2009  regarding reduction in fixed cost of each urea unit due to group 

averaging principle under NPS-III to 10% of normated fixed cost computed under the 

base concession rates thereby removing the pricing anomaly arising out due to 

group averaging. 

The minimum fixed cost of Rs. 2300/MT or actual fixed cost prevailing during 2012-13, 

whichever is lower, after taking into account the compensation at 3.1 (a) and (b) above, will 

be paid. This will be based on certified fixed cost data for the year 2012-13, to be provided by 

all urea units.

The special compensation of Rs. 150/MT will be paid to gas based urea plants which have 

converted to gas and are more than 30 years old. This is in addition to para 3.1 and 3.2 

above. 

 to phase out old and inefficient units in due course of time after addition 

of new capacity.
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(b) The provision as contained in Para (iii) of Notification No.12012/19/2007-FPP dated 
th10  July, 2009 regarding the detailed parameters for buffer stocking schemes of urea. 

th
© The provisions as contained in Notification No.12014/1/2008-FPP dated 6  March, 

2009 regarding resumption of urea production by RCF-Trombay unit. 

th(d) The provisions of Notification No.12014/1/2008-FPP dated 6  March, 2009 regarding 

amendment of NPS-III- the policy for restart of existing urea units,  the permission 

granted to DIL/KFCL-Kanpur to restart production on LNG in June 2013 will be covered 

under the above notification.

(e) Notification No.12014/1/2008-FPP dated 6th March 2009 regarding policy for Conversion 
thof FO/LSHS urea units to Natural Gas; Provisions under notifications dated 8  February, 

2010 for Conversion of Fuel Oil/ Low Sulphur Heavy Stock (FO/LSHS) based Urea units at 

Bathinda, Nangal & Panipat of NFL to Natural Gas (NG); Provisions under notifications 
th

dated 14  December, 2009 for Conversion of Fuel Oil/ Low Sulphur Heavy Stock 

(FO/LSHS) based Urea unit at Gujarat Narmada Valley Fertilizer Corporation to Natural 

Gas (NG).

8. The capacity utilization of two units in post 92 Naphtha based groups namely IFFCO 

Phulpur-II and CFCL-II, is increased from 95% to 98% on par with gas based units.  

FICC may re-work the group average of fixed cost for these units.

9. Production above reassessed capacity

(a) The production above reassessed capacity (RA) is presently governed by gain 

sharing with respect to IPP as under:

(i) Beyond 100% of RA and upto 110% of RA:  Gain sharing between Government and 

unit in the ratio of 65:35 with respect to IPP subject to concession rate.

(ii) Beyond 110% of RA and upto cut off level:  At concession rate subject to overall cap 

of IPP.

(iii) Beyond cut off level: At 85% IPP.

(b)   The production at cut off levels are fixed under Investment Policy (No. 

12012/12/2007-FPP dated 04.09.2008) based on highest achieved Metric Tonnes 

Per Day (MTPD) during 2003-04 to 2006-07.  No change is made in the method for 

incentivizing additional production.  The cut off level as per the Investment Policy of 

2008 will continue without any change.

10. Distribution and Movement 

The distribution and movement of Urea shall be governed by the policy for freight and 

movement and amendments thereof from time to time. The movement of Urea will continue 

to be done in accordance with the monthly supply plan drawn by Department of Fertilizers. 

Movement & Distribution of entire 100% of urea both imported & indigenous will be 

regulated by movement division through the monthly supply plan. 
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11.

14.

Import of Urea

The provisions of import through three STEs as given in the existing policy of urea at para 10 
thof notification dated 8  March, 2007 may continue till the time the same is reviewed, if 

required.

12. Joint ventures abroad

The scheme for Joint ventures abroad covered under NPS-III policy would be covered by 

New Investment Policy 2012. 

13. Taxes on inputs

The policy with regard to recognition of new taxes levied by State Governments from time to 
th

time and those not recognized under RPS has been notified vide Notification dated 8  

March, 2007, will continue.

The NPS-III policy issued vide notification number 12012/3/2006-FPP dated 8th March, 

2007 and as amended from time to time was extended by DoF on provisional basis till further 
thorders vide notification number 12012/9/2009-FPP dated 17  March 2010.  NPS-III Policy is 

deemed to be continued till the date of this notification. 

15. In case of any issue/dispute relating to interpretation of the policy, the decision of 

Department of Fertilizers shall be final.

 

Yours faithfully,

Sd-/

(Satish Chandra)

Joint Secretary

Ph: 23386800
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1.6 NOTIFICATION ON REVISION OF ENERGY NORMS UNDER NEW UREA POLICY 
(NUP) - 2015

No 12012/1/2015-FPP

Government of India

Ministry of Chemicals & Fertilizers

Department of Fertilizers

Shatrim Bhawan, New Delhi,
thDated the 28  March, 2018

To

CMD/MDs

RCF/MFL/NFL/KRIBHCO/IFFCO/GSFC/GNVFC/SFC/NFCL/CFCL/YFIL/ZACL/GIL
/SPIC/KFL/MCFL/KFCL

All Urea Manufacturing Units.

 

Subject: Revision of Energy Norms under New Urea Policy (NUP) – 2015.

Sir,

th
            I am directed to refer to this Department's letter No 12012/1/2015-FPP dated 25  

May, 2015 regarding implementation of New Urea Policy (NUP) – 2015 and letter No 
th12018/4/2014-FPP dated 17 June, 2015 regarding continuation of production of Urea by 

MFL, MCFL & SPIC using Naphtha as feedstock till connectivity of gas pipeline is obtained 

and to convey the approval on the following decisions with regard to Target Energy Norms 

given to all urea manufacturing units (except BVFCL):

(i) For 11 urea manufacturing units viz.,

the target energy consumption norms as mentioned in Para 3.2 of NUP – 
st2015, will come into force w.e.f. 1  April, 2018.

(ii) The existing norms under New Urea Policy-2015 for remaining 14 urea 

manufacturing units viz., NFL Vijaipur-I, KRIBHCO-Hazira, KFL-Shahjahanpur, 

NFCL- Kakinada-I, NFCL-Kakinada-II,GNFC-Bharuch, GSFC-Vadodara, NFL-

Bathinda, NFL-Nangal, NFL-Panipat, SFC-Kota, KFCL–Kanpur, RCF Trombay-
st

V, ZACL-Goa are hereby extended for further period of 2 years i.e. till 31 March, 

2020 with the following penalties:

(a)       Penalty equivalent to 2% energy of difference between NUP Energy norms 

and Target Energy norms of NUP-2015, for the first year i.e. 2018-19.

 YFIL, NFL-Vijaipur-II, GIL, CFCL-Gadepan-

I & II, IFFCO-Aonla-II, RCF-Thal, IFFCO-Kalol, IFFCO-Aonla-I, IFFCO-Phulpur-I 

& II, 
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(b) Penalty equivalent to 5% energy of difference between NUP Energy norms 

and Target Energy norms of NUP-2015, for the second year i.e. 2019-20-

© Urea manufacturing units must achieve Target Energy Norms during the 

extended period of 2018-19 to 2019-20 failing which additional penalties 

may be imposed on defaulting units in consultation with the Department of 

Expenditure.

st(iii) The aforesaid target energy norms may be continued upto 31  March, 2025. 

Meanwhile, an expert body under NITI Aayog would be engaged to 
strecommend the energy norms to be achieved from 01  April, 2025.

(iv) The three Naphtha based urea units viz., MFL, MCFL, SPIC are also allowed 
th

the existing energy norms under Para (2) of policy notification dated 17  June, 
st

2015 for another two years i.e. till 31  March, 2020 or till these units get the gas 

pipeline connectivity, whichever is earlier. There will be no mopping up of 

energy efficiency for a fix period of 5 years from date of gas pipeline 
thconnectivity as per Para 3 (viii) and 5 (ii) of NPS-III policy dated 8  March, 2007.

(Dharam Pal)

Additional Secretary to Government of India

Tele: 23386800

The Executive Director

Fertilizer Industry Coordination Committee

8th Floor, Sewa Bhawan, R.K.Puram, New Delhi

 Yours' faithfully,

 

 -Sd-

 

Copy to:
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1.7 NOTIFICATION ON NEW UREA POLICY-2015 FOR EXISTING GAS BASED 
UREA MANUFACTURING UNITS. 

No. 12012/1/2015-FPP
Government of India

Ministry of Chemicals & Fertilizers
(Department of Fertilizers)

Shastri Bhawan, New Delhi
thDated 14  May, 2019

To
CMD/MDs
All Urea manufacturing units

Subject: New Urea Policy-2015 for existing gas based urea manufacturing 
units.

Sir,
I am directed to refer to this Department's notification of even number dated 

th
25  May, 2015 on the subject mentioned above and to state that the Competent 
Authority has accorded approval to 

Yours faithfully,

-Sd-
(Dharam Pal)

 Additional Secretary to the Government of India
Tele: 011-23386800

Copy to:
The Executive Director,
Fertilizer Industry Coordination Committee,
8th Floor, Sewa Bhawan, R.K. Puram, New Delhi

extend the duration of New Urea Policy-2015 from 
1st April, 2019 till further orders, except for the provisions which stand already 

th
amended vide notification of even number dated 28  March, 2018.

Copy also to:
PPS to Secretary (Fertilizers)/ PPS to Additional Secretary (Fertilizers)/ PPS to 
AS&FA/PPS to JS(PS)/PPS to JS(GS)
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Chapter 2

NEW INVESTMENT POLICY- 2012

OVERVIEW

ndThe Government had announced New Investment Policy (NIP)-2012 on 2  January, 
th

2013 and its amendment on 7  October, 2014 to facilitate fresh investment in urea sector 

and to make India self-sufficient in the urea sector.  Under NIP- 2012 read with its 

amendment, Matix Fertilizers & Chemicals Limited (Matix) has set up a  Coal  Bed  

Methane(CBM) based Greenfield  Ammonia-Urea complex at Panagarh, West Bengal. 

Chambal Fertilizers & Chemicals Limited (CFCL) has also set up a Brownfield project at 

Gadepan, Rajasthan. In addition to these, 5 closed units namely Ramagundam, Talcher, 

Gorakhpur and Sindri of Fertilizer Corporation of India Limited (FCIL) and Barauni unit of 

Hindustan Fertilizer Corporation Limited (HFCL) are also being revived under NIP-2012 
th

read with its amendment dated 7  October, 2014
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2.1 NOTIFICATION ON NEW INVESTMENT POLICY- 2012 

No. 12012/39/2011-FPP
Government of India

Ministry of Chemical & Fertilizers
Department of Fertilisers

Shastri Bhawan, New Delhi
ndDated: 2 January 2013.

To

All Chief Secretaries of State Governments

CMD/MDs
RCF/MFL/BVFCL/NFL/KRIBHCO/IFFCO/GSFC/GNVFC/SFC/NFCL/CFCL/TCL ZAL/INDO-
GULF/SPIC/KSFCL/MCFL/FCIL/HFCL/FACT/IPL/MATIX/KFCL

All Urea Manufacturing units

Subject: New Investment Policy - 2012 

Sir

I am directed to convey the approval of Government of India for New Investment Policy–2012 

(NIP-2012) in order to facilitate fresh investments in urea sector.   The salient features of the NIP-

2012 are as under:-

1 It provides a structure of a floor price and a ceiling price for the amount payable to Urea units, 

which will be calculated based on the delivered gas price (inclusive of charges & taxes) to 

respective urea units. The floor and ceiling price of each urea unit shall be operative with 

respect to the computed Import Parity Price (IPP) (Annexure-1).  The IPP defined for urea 

under the investment policy of 2008 is the average C&F price without any applicable custom 

duties and handling and bagging charges at the port.  If the computed IPP (payable) is 

between the floor and the ceiling price for that gas cost, it is the IPP (payable) which will be 

used. If the IPP (payable) is above or below the ceiling or the floor respectively, it is the ceiling 

or floor price that will be acceptable as the case may be. 

 T2 he criteria according to which plants will qualify under different categories namely Revamp, 

Expansion, Revival and Greenfield shall be as below:

2.1 Revamp projects: Any improvement or incremental increase in capacity of existing plants by 

way of capital investment in the existing train of ammonia-urea production will be treated as 

revamp of existing units.
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2.2 Expansion or Brownfield projects: Setting up of a new ammonia-urea plant (a separate 

new ammonia-urea train) in the premises of the existing fertilizer plants, utilizing some of the 

common utilities will qualify for being treated as an expansion project. The investment 

should exceed a minimum limit of Rs.3000 crore.

2.3 Revival of closed urea units: The three closed urea units of Hindustan Fertilizer 

Corporation Ltd. (HFCL) at Barauni, Durgapur and Haldia, and five closed urea units of 

Fertilizer Corporation of India Ltd. (FCIL) at Sindri, Talcher, Ramagundam, Gorakhpur and 

Korba being proposed for revival shall fall under 'Revival of closed urea units'.

2.4 Greenfield Projects: 

3

4

Any urea unit which shall be set-up at the project site where no 

previous similar manufacturing facilities existed i.e. acquisition of land followed by 

construction of an ammonia-urea plant with storage facilities, transportation facilities, water 

and sewage treatment etc. shall be treated as a Greenfield project.

Greenfield /Revival of Closed HFCL & FCIL Projects

(i) At a delivered gas price of up to USD 6.5 per mmbtu for Greenfield/Revival U r e a  

units

(a) the Floor price is  fixed at USD 305 per MT of Urea 

(b) the Ceiling price is fixed at USD 335 per MT of Urea

(ii) For each 0.1 USD per mmbtu revision in delivered gas price, it will 

correspondingly change the 

(a) Floor and Ceiling price by USD 2 per MT up to a delivered gas price of USD 

14 per mmbtu.

(b) Floor by USD 2 per MT for delivered gas price exceeding USD 14 per mmbtu.

(iii) The urea from Greenfield/Revival of closed urea units of HFCL and FCIL units 

will be recognized at a uniform rate of 95% of IPP (C&F) subject to floating floor 

and ceiling prices mentioned at 3 (i) and 3 (ii) above.

Substantial Expansion or Brownfield Projects

(i) At a delivered gas price of upto USD 6.5 per mmbtu for Expansion/Brownfield 

Urea units

(a) the Floor price is fixed at USD 285 per MT of Urea 

(b) the Ceiling price  is  fixed at USD 310 per MT of Urea

(ii) For each 0.1 USD per mmbtu revision in delivered gas price, it will 

correspondingly change the 

(a) Floor and Ceiling price by USD 2 per MT up to a delivered gas price of USD 

14 per mmbtu.
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(b) Floor by USD 2 per MT for delivered gas price exceeding USD 14 per mmbtu

(iii) The urea from Expansion / Brownfield Urea units will be recognized at a 

uniform rate of 90% of IPP (C&F) subject to floating floor and ceiling prices 

mentioned at 4 (i) and 4 (ii) above.

5 Revamp Projects

(i) At a delivered gas price of upto USD 7.5 per mmbtu for new Revamp Urea units

 (a)  the Floor price is fixed at USD 245 per MT of Urea 

(b) the Ceiling price is  fixed at USD 255 per MT of Urea

(ii) For each 0.1 USD per mmbtu revision in delivered gas price, it will 

correspondingly change the 

(a) Floor and Ceiling price by USD 2.2 per MT up to a delivered gas price of USD 

14 per mmbtu.

(b) Floor by USD 2.2 per MT for delivered gas price exceeding USD 14 per 

mmbtu. 

(iii) The urea from Revamp Urea units will be recognised at a uniform rate of 85% 

of IPP (C&F) subject to floating floor and ceiling prices mentioned at 5 (i) and 6  ( i i )  

above. These will be applicable for all output above the “cut-off” point.

(iii-     a) Cut-Off Quantity -  The urea produced from existing units beyond their reassessed 

capacity under NPS or the maximum achieved capacity by a unit for 330 days in last 

four years (2003-07), whichever is higher (cut off quantity), is recognised as the 

production under revamp of the existing unit.  However, the urea produced under 

revamp quantity will only be eligible for the above dispensation once the total 

production of the unit crosses 105 per cent of the cut off quantity or 110 per cent of 

the reassessed capacity, whichever is higher. 

(iv) No Administered Pricing Mechanism (APM) gas shall be considered for 

allocation for production beyond cut-off quantity. 

(v) The Urea units, which have undertaken revamp and are already availing the 

provisions of the Investment Policy of 2008, will remain under the Investment 

Policy of 2008 In the event of doubling of gas price from USD 4.88 per MMBTU 

(base price including applicable taxes) for a unit under the Investment Policy of 

2008, appropriate revision will be worked out under that Policy, in consultation with 

the Department of Expenditure. 

(vi) Any further revamp undertaken by an already revamped unit, will be 

considered to be eligible under the same Revamp policy as that applicable to the 

. 
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original revamp. In case a unit under the policy of 2008 undertakes further revamp and the 

additional quantity is more than 10% of the present production (maximum production in any 

continuous one year period of the last three years, which should not be less than the quantity 

produced in similar period of previous years after implementation of NIP-2008 policy), the 

Urea unit may opt for the dispensation as mentioned at 5 (i, ii and iii). Once new investment 

policy gets applied on the unit for the extra production beyond 10% of existing production as 

discussed above, the entire revamp production from the unit (existing & new combined) will 

be recognised as per NIP-2012. The option will have to be exercised by the unit within three 

months of start of new increased production.

6 Non-operation of ceiling price and IPP if delivered gas price exceed USD 14 per 

mmbtu.

In the event the delivered gas price crosses USD 14 per mmbtu, the units (whether revamp, 

expansion, brownfield, greenfield or revival) shall be paid only the floor price based on the 

delivered gas price as mentioned at 3(ii)(b), 4(ii)(b) and 5(ii)(b). All other conditions like 

ceiling price and recognition of urea w.r.t IPP shall become non-operational.

7 Operational Principles-   The following is adopted for operating the policy:

7.1 The increase/decrease of the floor and ceiling price will be calculated at the end of each 

quarter, on the basis of average gas price of previous three months. Accordingly, IPP shall 

also be calculated for each quarter for each plant.

7.2 The price of the delivered gas will be calculated based on delivered gas price as certified by 

MoPNG/Central PSU/State PSU. 

7.3 The policy shall be applicable to urea units to be based on gas i.e. natural gas 

(domestic/RLNG) and CBM. In case of CBM, price of NG equivalent of CBM as given by 

Public agency will be considered. For revival of closed urea units based on coal gasification 

and Greenfield projects based on coal gasification, a dispensation that is the same as that of 

CBM will be extended after arriving at equivalent NG price.

7.4 While fixing the floor and ceiling price of Greenfield, Revival, Brownfield and Expansion     

urea units, It has been presumed that the delivered cost of CBM/Actual mix of gas to the     

urea unit shall not be less than USD 6.5/mmbtu.

8 Time period for the investment policy

8.1 It is proposed that only those units whose production starts within five years from the date of 

notification of the policy would be covered under the policy. The dispensation of guaranteed 
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buy-back under this policy will be available to the units for a period of eight years from the 

date of start of production. Thereafter, the units will be governed by the Urea policy prevalent 

at that time.

9 Mandating of Granulated Urea / Coated Urea

9.1 In order to improve the efficiency in the use of Urea, as a part of product management 

strategy, all new urea capacities in the country are mandated to produce Urea in granulated 

form or coated/fortified Urea. Taking into account the additional investment on account of a 

granulation plant and the incremental operating costs, an additional amount of USD 10 per 

MT, is allowed in the floor and ceiling prices for all plants – Greenfield/Revival/ 

Brownfield–producing Granulated Urea.

 

9.2 As part of the present policy, an additional 5% / 10% additional MRP may be allowed in case 

of Neem coated / Zincated Urea.

10 Joint Venture Units

10.1 Decision regarding Urea off-take agreement for Joint Venture units set up abroad shall be 

taken on case-to-case basis, based on the prevalent IPP of Urea, price and availability of 

indigenous gas, cost of gas being offered to the JV and demand supply gap of Urea in the 

country. The guiding principle shall, however, be that the offered supply on C&F basis from 

the JV should be equal to or less than the floor price for domestic Greenfield units at a gas 

cost of USD 6.5 per mmbtu. Thus extending the floor price corresponding to a gas price of 

USD 6.5 per mmbtu to the JV's abroad will actually mean getting imported gas at a delivered 

price of USD 6.5 per mmbtu which will result in substantial saving to GOI. While fixing the 

floor and ceiling price for a JV abroad, subject to a maximum floor price corresponding to a 

delivered gas price of USD 6.5 per mmbtu for domestic units, a higher return may be 

considered keeping in view factors such as risks involved, likely time and cost overruns, etc. 

Approval of CCEA would be obtained in each case.

11 Dispensation for Units in North East

11.1 For units coming up in the North Eastern States, the special dispensation regarding pricing 

of gas that is being extended by the Central Government/ State Government will also be 

available to any new Investments in the region as well. Suitable adjustments will be made to 

the applicable floor and ceiling prices in case the delivered price (after allowing for the 

special dispensation) falls below USD 6.5 per mmbtu, subject to approval of Ministry of 

Finance.
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12. As per the budget provisions announced for 2012-13, capital investment in fertiliser sector 

has been made eligible for Viability Gap Funding (VGF) under the Scheme for Support to 

PPP in infrastructure sector. However no VGF shall be allowed to Urea units in Public or 

Private sector. In case incentives under VGF are required to be extended to Fertilizer units 

being set up in remote areas/difficult terrains like north east or units which are based on coal 

gasification, where the capex involved is substantially higher, the same will be examined by 

DOF in consultation with DoE on case to case basis. 

13 The broad stages for setting up a urea project are given at Annexure–2. Since the policy 

envisages payment of subsidy/ incentives to the urea units by the Government, all the urea 

units who plan to set-up urea units in the country should mandatorily provide information at 

beginning and completion of each stage of the project as given at Annexure–2. This is also 

required to assess the demand and production gap in the country as well as the cost of gas 

expected to be used in production of urea from new investments.

14.     The policy will be effective from the date of notification.

Yours sincerely

Sd/-

( Satish Chandra )

Joint Secretary to the Government of India

Tele : 23386800

Copy to:

1. Secretaries of the Department of Expenditure, Department of Revenue, Department of 

Economic Affairs, Department of Agriculture & Cooperation, Department of Commerce, 

Department of Industrial Policy & Promotion, Planning Commission, Ministry of Petroleum & 

Natural Gas .

2. Director General, The Fertilizers Association of India, 10-Shaheed Jit Singh Marg, New 

Delhi-110067

3. All Officers/Sections in the Department of Fertilizers and office of FICC, RK Puram, New 

Delhi

4. Director(NIC)

Copy also to:

Smt. Anu Garg, Joint Secretary, Prime Minister's Office, South Block, New Delhi.
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Annexure-1

Import parity price: Import Parity Price for a month would be derived based on the prevailing 

prices in three months preceding the month under consideration as indicated below. 

Import Parity Price (IPP): The import parity price (IPP) for a particular month will be the lower of the 

actual average CIF price of urea imported in India during preceding three months and the IPP 

reported in the fertilizer magazines for the same preceding three months, as detailed below:

IPP x = FOB Arabian Gulf + Freight 

Where, 

IPP x = Import Parity Price for month (x)

FOB Arabian Gulf = Average FOB reported price of urea for AG in the three magazines as 

listed below, during preceding three month (x - 1) to (x - 3).   

Freight = Average freight for AG in the three magazines listed below, during preceding three 

month (x - 1) to (x - 3). 

The exchange rate will be taken as the average of preceding three months for arriving at the 

price in INR. The three fertilizer magazines to be used for arriving at IPP prices will be as 

below:

(a) Fertiliser Market Bulletin, UK;

(b) Fertiliser Week by British Sulphur, UK; and

(c) Fertecon Weekly Nitrogen Fax, UK.
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Annexure-2

Broad stages of a urea project

Following are the broad stages for setting up an Ammonia-Urea Project:-

a) Pre-feasibility Report

b) Techno Economic Feasibility Report & its approval from the company's Board of Director.

c) Finalization of Project site.

std) 1  Stage Environment Clearance from MoEF

e) Technology Evaluation and Selection or EPC (LSTK) bid preparation & Evaluation.

f) Detailed/Bankable Project/Feasibility Report preparation and approval from the company's 

Board of Director.

g) Environment Impact Assessment Report preparation and final clearance from MoEF

h) Raw Material and Utilities tie-up for the project

i) Finalization of EPCM or EPC (LSTK) Contractor.

j) Achieving Financial Closure

k) Award of job to EPCM or EPC Contractor.

l) Signing of Agreement between various agencies

m) Mobilization Advance to EPCM or EPC Contractor.

n) Physical Progress Achieved - 25%

o) Physical Progress Achieved – 50%

p) Physical Progress Achieved – 75%

q) Commissioning of Project & Start of commercial production.
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Chapter 3

POLICY FOR UNIFORM FREIGHT SUBSIDY ON ALL FERTILIZERS UNDER 
THE FERTILIZER SUBSIDY REGIME

OVERVIEW

Fertilizer subsidy is provided by the Government with the objective of ensuring timely 

availability of fertilizers to farmers at affordable prices.  The aforesaid twin objectives 

stand fulfilled only if the fertilizers are easily available, especially during the peak demand 

period, in all parts of the country.  Freight for urea has been always driven by 

considerations of serving the farming population at large including those in remote and 

hilly areas.  Being essential commodity, efficient distribution of urea can add to the 

efficiency of the manufacturing unit. Uniform Freight Policy was announced by 
st th

Department of Fertilizers with effect from 1  April, 2008 vide notification dated 17  July, 

2008 to ensure freight re-imbursement in line with NPS-III. 

Based on the recommendations of Tariff Commission, the slab-wise rates in respect 
th

of primary road movement upto 500 Kms are notified annually. Vide notification dated 12  

March, 2018, this department notified the slab-wise rates in respect of primary road 

movement for the financial year 2016-17.

The escalated/de-escalated Per Tonne Per kilometre (PTPK) for road 

transportation in the case of secondary movement of fertilizers are also notified by 
thDepartment of Fertilizers annually. Vide notification dated 12  March, 2018, the 

escalated/de-escalated PTPK rates for the year 2016-17 in respect of secondary 

movement of fertilizers has also been notified by the department.
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3.1  NOTIFICATON ON UNIFORM FREIGHT SUBSIDY ON ALL FERTILIZERS 

No.12012/2/2008-FPP
Government of India

Ministry of Chemicals & Fertilizers
(Department of Fertilizers)

******
Shastri Bhawan, New Delhi.

th
Dated: 17  July, 2008.

To

CMD/MDs

RCF/MFL/BVFCL/NFL/KRIBHCO/IFFCO/GSFC/GNVFC/SFC/NFCL/

CFCL/TCL/ZIL/INDO-GULF/SPIC/KSFL/MCFL/FACT/FCIL/HFCL/IPL

SSP Manufacturers as per List annexed.

Subject:  Policy for uniform freight subsidy on all fertilizers under the fertilizer subsidy regime.
………

Sir,

I am directed to convey the approval of the Government for a separate uniform freight 

subsidy policy on all subsidised fertilizers covered under the New Pricing Scheme Stage-III (NPS-

III)  for indigenous urea and the Concession Scheme on P&K fertilizers being administered by the 

Department.  The policy will also be applicable on imported Urea subject to contractual obligations, 

if any.  The salient features of the policy are as below:

a) The rail freight expenditure for transportation of fertilizers will be paid as per the actual 

expenditure based on actual lead.

b) The road freight towards transportation of fertilizers from nearest railway rake point to block, 

or from manufacturing unit /port directly by road to block, consists of two elements– lead 

distance and per KM rate. This element of subsidy will be paid as below:

i) The lead distance for each block in the district will be based on the average district lead 

(average of leads from nearest rail rake point to block headquarters). 

ii) The per KM  road freight  will be paid on the basis of average of existing per KM rate for each 

State in the country, being adopted by FICC for reimbursement of freight subsidy for 

indigenous urea, under NPS-III. 

iii) It will be implemented retrospectively w.e.f. 1.4.08. 

c) The normative per KM rate will be annually escalated/de-escalated based on a composite 

road transport index (weighted average of the WPIs of HSD oil, Motor Tyres, Truck Chassis 
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and All Commodities) as already being done under NPS-III.

d) The manufacturing units (especially the SSP units) not having railway siding facilities, will 

also be reimbursed the road transportation costs from their unit to the nearest rail rake point 

based on actual leads and the per tonne per KM rate, as computed in paras above. 

e) The freight subsidy will be paid on actual movement of fertilizers up to the block level based 

on monthly district-wise/block movement plans. The subsidy will be released only after the 

fertilizer reaches the District/Block as per the monthly plan.  Any additional supply beyond 

10% of the monthly plan will be eligible for subsidy only after 120 days of its receipt in the 

district, provided it is accounted for in the subsequent month's plan.

f) The State Governments will be responsible for confirming the receipts of fertilizers as 

indicated in the movement plan in the FMS. They are required to either confirm or deny the 

receipts of fertilizers within 30 days, whereafter the final freight subsidy will be released to 

the manufacturers/importers. However, in case of any report of any non-receipt/shortfall, 

the difference in freight subsidy will be suitably recovered.  

stg) The policy is proposed to be implemented from 1  April, 2008. Where the concession price 
stof a fertilizer includes a fixed freight subsidy, payments so made from 1  April, 2008 till the 

date of Notification will be adjusted against the freight subsidy to be paid under this policy.  
stFor SSP, the first stage is proposed to be implemented from 1  October, 2008.  

h) The special freight re-imbursement scheme for J&K and North Eastern States stands 

withdrawn as the freight will be now based on actual leads.

2. The manufacturers/importers will make separate claims for freight subsidy on monthly basis 

in the prescribed proformas which will be separately circulated along with guidelines for the 

same. A freight module under FMS, for generation of freight claims are being separately 

worked out and will be put in place shortly. In the interim, it is proposed to pay the freight on 

the basis of average per tonne rates indicated below.

i) Indigenous Urea - Rs.616 per MT

ii) Imported Urea - Rs.850 per MT

iii) Indigenous DAP/MAP - Rs.770 per MT

iv) Imported DAP/MAP/TSP - Rs.850 per MT

v) MOP - Rs.623 per MT

vi) Complex Fertilizers - Rs.616 per MT

vii) SSP (w.e.f. 1.10.08) - Rs.616 per MT

3. The base concession rates and final concession rates for P&K fertilizers will be devoid of 
st stfreight element from 1  April, 2008 onwards and for SSP, from 1  October, 2008 onwards. 

The provisions of New Pricing Scheme Stage-III for freight subsidy on indigenous urea will 
st

stand amended w.e.f. 1  April, 2008.
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4. The manufacturers/importers will have to ensure provision of details of movement and 

receipts of fertilizers in various districts/blocks in the country, on the Fertilizer Monitoring 

System (FMS), in order to be eligible for freight subsidy.

5. The above will be applicable till further orders.

Yours faithfully,

Sd/

(Deepak Singhal)

Joint Secretary to the Government of India

Tel No. 23381294

Copy to:

1.  Chief Secretaries of all State Governments and Union Territories

2. Secretaries of the Department of Expenditure, Department of Revenue, Department of Economic 

Affairs, Department of Agriculture & Cooperation, Department of commerce, Department of 

Industrial Policy & Promotion, Planning Commission.

3.  Director General, Fertilizer Association of India, 10, Shaheed Jit Singh Marg, New Delhi – 110 067

4.  All Officers/Sections in the Department of Fertilizers and Office of FICC.

Copy also to: Smt. Vini Mahajan, Joint Secretary, Prime Minister's Office, South Block, New 

Delhi.
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3.6  NOTIFICATION ON ROAD FREIGHT RATES FOR UREA MANUFACTURING/ 
IMPORTING UNITS UNDER THE UNIFORM FREIGHT SUBSIDY SCHEME. 

No. 12012/9/2007-FPP
Government of India

Ministry of Chemicals & Fertilizers
Department of Fertilizers

Shastri Bhawan, New Delhi
th

Dated the 04  September, 2017
To                                                               
Chief Executives of all Fertilizer Units,
Chief Secretary of all States/UT

Subject: - Road freight rates for UREA manufacturing/ importing units under the 
Uniform Freight Subsidy scheme.
Sir,
       

th In continuation of this Department's notification of even number dated 18  

September, 2014 notifying the secondary freight rates for the urea units for financial year 

2012-13 & 2013-14, I am directed to notify the escalated/de-escalated secondary freight 

rates for urea for financial years 2014-15 & 2015-16 as per the annexure.

2.        However, in case of creation of a new district by division, the freight rate as applicable 

to that particular (old) district from which it is carved out shall be applicable to such 

new district.  In case of creation of new district from more than one district, the 

average freight rates of all the old districts shall apply.  In respect of the districts 
stmentioned more than once in this Department's Notification dated 1  September, 

2011, the entry of district with the lower value will be considered for the purpose of 

freight subsidy.

3.        Freight rates in respect of the following districts, viz., (i) Kurnool (Andhra Pradesh); 

(ii) East Delhi; (iii) North Delhi; (iv) North-West Delhi; (v) South-West Delhi; (vi) 

Palwal (Haryana); (vii) Yadgir (Karnatka); (viii) Goa; (ix) Singroli (Madhya Pradesh); 

(x) Koraput (Odisha) (xi) Baleshwar (Odisha); (xii) Mahe (Pudducherry); (xiii) 

Budaun (U.P.); (xiv) Chatrapati Sahuji Maharaj Nagar (U.P.); (xv) Daman; (xvi) Baksa 

(Assam); (xvii) Hailakandi (Assam); (xviii) Kokrajhar (Assam); (xix) Sivasagar 

(Assam); (xx) Karbi Anglong (Assam) and (xxi) Dima-Hasao (Assam), for which  Per 

Tonne Per Kilometer (PTPK) rates are not available, the matter has been referred to 

Tariff Commission.  However, till the time the PTPK rates for these districts are made 

available by Tariff Commission, the adhoc rates as prevalent may be taken into 

account for freight subsidy.

4.        Freight subsidy claims on the basis of the above rates may be preferred for the above 

mentioned period in the prescribed proforma.  Freight subsidy amount received by 
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the units on the basis of road transportation ad hoc rates notified earlier will be 

adjusted towards final claim.

5. However, these rates are subject to revision on account of audit 

observations/revision due to any correction in data/working and computation 

noticed at a later stage.

6.      In case of Jammu & Kashmir the rates recommended by Tariff Commission and 

after escalation for the year 2014-15 & 2015-16 will be applicable for all districts in 

Jammu as well as Srinagar in J&K. The adhoc PTPK transportation rates for 

Himachal Pradesh, Andaman & Nicobar Islands and North eastern states viz. 

Arunachal Pradesh, Manipur, Meghalaya, Mizoram, Nagaland & Tripura will be 
thcontinued as notified earlier as per O.M No. 15-05/2009-Ship-I dated 25  October, 

2012.

7.       The rates in respect of Sikkim (Rs. 7.07 PTPK) will be continued as per notification 
th

No. 12012/2/2008-FPP dated 17  March, 2009.

8       The final rates of these states will be notified after receipt of revised study of Tariff 

Commission.

th
9. As per the notification of even number dated 17  June, 2016, the reimbursement of 

secondary freight cost will be allowed on the monthly basis at the lower of:

(I)    Normative Per Tonne Per Km (PTPK) rates as notified by Department of Fertilizers 

          from time to time; 

OR

(ii)   The actual expenditure incurred by the company on secondary freight during
the said month, duly certified by company's statutory auditor.

10.    This issue with the concurrence of Internal Finance Division vide AS&FA Dy.No. 
408(a) dated 15.07.2017.

Yours sincerely,
Sd/-

(Prabhas Kumar)
Director (Fertilizers)

Tele: 23386398
Copy to:-

1.    Principal Director of Audit, Economic & Service Ministry, AGCR Building, IP Estates, 

New Delhi.

2.     Controller of Accounts, Department of Fertilizers, Janpath Bhawan, New Delhi.

3.     Director General, The Fertilizers Association of India, FAI House, 10-Shahidjit 

Singh Marg, New Delhi-110067.
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4. Joint Secretary-cum-Central Registrar of Cooperative Societies.

5. Department of Agriculture & Cooperative, Krishi Bhawan, New Delhi.

th
6. Secretary (TC), Ministry of Commerce and Industry, Tariff Commission, 7  Floor, Lok 

Nayak Bhawan, New Delhi-110003.

th
7. Advisor (Cost), Ministry of Commerce and Industry, Tariff Commission, 7  Floor, Lok 

Nayak Bhawan, New Delhi-110003. 

8.    Ministry of Finance/Department of Expenditure (PF-II), North Block, New Delhi.

Copy also to:

           AS(DP), JS(AT) & JS(SKL)
           Director (Movement)/Director (FA)/ Director (Finance) /Director (CE) (FICC)
           Director (NIC)/DOF- for website/DD(OL)-for Hindi translation.

Sd/-
(Prabhas Kumar)

Director (Fertilizers)
Tele: 23386398
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3.9  NOTIFICATION ON ROAD FREIGHT RATES FOR UREA MANUFCTURING/                                                                                    
IMPORTING UNITS UNDER THE UNIFORM FREIGHT SUBSIDY SCHEME

No. 12012/9/2007-FPP
Government of India

Ministry of Chemicals & Fertilizers
Department of Fertilizers

Shastri Bhawan, New Delhi
th

Dated the   12  March, 2018

To                                                               
Chief Executives of all Fertilizer Units,
Chief Secretary of all States/UT

Subject: - Road freight rates for UREA manufacturing/ importing units under the 
Uniform Freight Subsidy scheme.

Sir,
       

th
 In continuation of this Department's notification of even number dated 18  

September, 2014 notifying the secondary freight rates for the urea units for financial year 

2012-13 & 2013-14, I am directed to notify the escalated/de-escalated secondary freight 

rates for urea for financial years 2016-17 as per the annexure.

2.       However, in case of creation of a new district by division, the freight rate as applicable 

to that particular (old) district from which it is carved out shall be applicable to such 

new district.  In case of creation of new district from more than one district, the 

average freight rates of all the old districts shall apply.  In respect of the districts 
st

mentioned more than once in this Department's Notification dated 1  September, 

2011, the entry of district with the lower value will be considered for the purpose of 

freight subsidy.

3.        Freight rates in respect of the following districts, viz., (i) Kurnool (Andhra Pradesh); 

(ii) East Delhi; (iii) North Delhi; (iv) North-West Delhi; (v) South-West Delhi; (vi) 

Palwal  (Haryana); (vii) Yadgir (Karnatka); (viii) Goa; (ix) Singroli (Madhya Pradesh); 

(x) Koraput (Odisha) (xi) Baleshwar (Odisha); (xii) Mahe (Pudducherry); (xiii) 

Budaun (U.P.); (xiv) Chatrapati Sahuji Maharaj Nagar (U.P.);  (xv) Daman; (xvi) 

Baksa (Assam); (xvii) Hailakandi (Assam); (xviii) Kokrajhar (Assam); (xix) Sivasagar 

(Assam); (xx) Karbi Anglong (Assam) and (xxi) Dima-Hasao (Assam), for which  Per 

Tonne Per Kilometer (PTPK) rates are not available, the matter has been referred to 

Tariff Commission.  However, till the time the PTPK rates for these districts are made 

available by Tariff Commission, the adhoc rates as prevalent may be taken into 

account for freight subsidy.
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4.       Freight subsidy claims on the basis of the above rates may be preferred for the above 

mentioned period in the prescribed proforma.  Freight subsidy amount received by 

the units on the basis of road transportation ad hoc rates notified earlier will be 

adjusted towards final claim.

5.      However, these rates are subject to revision on account of audit 

observations/revision due to any correction in data/working and computation 

noticed at a later stage.

6. In case of Jammu & Kashmir the rates recommended by Tariff Commission and after 

escalation for the year 2014-15 & 2015-16 will be applicable for all districts in Jammu 

as well as Srinagar in J&K. The adhoc PTPK transportation rates for Himachal 

Pradesh, Andaman & Nicobar Islands and North eastern states viz. Arunachal 

Pradesh, Manipur, Meghalaya, Mizoram, Nagaland & Tripura will be continued as 
th

notified earlier as per O.M No. 15-05/2009-Ship-I dated 25  October, 2012.

7.      The rates in respect of Sikkim (Rs. 7.07 PTPK) will be continued as per notification 
th

No. 12012/2/2008-FPP dated 17  March, 2009.

8       The final rates of these states will be notified after receipt of revised study of Tariff 

Commission.

th9. As per the notification of even number dated 17  June, 2016, the reimbursement of 

secondary freight cost will be allowed on the monthly basis at the lower of:

(i)    Normative Per Tonne Per Km (PTPK) rates as notified by Department of Fertilizers from 

time to time; 

OR

(ii)   The actual expenditure incurred by the company on secondary freight during
the said month, duly certified by company's statutory auditor.

10.    This issue with the concurrence of Internal Finance Division vide AS&FA  dated.

Yours sincerely,

-Sd-
(Prabhas Kumar)

Director (Fertilizers)
Tele: 23386398

Copy to:-

1.   Principal Director of Audit, Economic & Service Ministry, AGCR Building, IP 

Estates, New Delhi.

2.     Controller of Accounts, Department of Fertilizers, Janpath Bhawan, New Delhi.
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3.    Director General, The Fertilizers Association of India, FAI House, 10-Shahidjit 

Singh Marg, New Delhi-110067.

4.      Joint Secretary-cum-Central Registrar of Cooperative Societies.

5.      Department of Agriculture & Cooperative, Krishi Bhawan, New Delhi.

th6.     Secretary (TC), Ministry of Commerce and Industry, Tariff Commission, 7  Floor, 

Lok Nayak Bhawan, New Delhi-110003.

th
7.     Advisor (Cost), Ministry of Commerce and Industry, Tariff Commission, 7  Floor, 

Lok Nayak Bhawan, New Delhi-110003. 

8.     Ministry of Finance/Department of Expenditure (PF-II), North Block, New Delhi.

Copy also to:

           AS(DP), JS(AT) & JS(SKL)
           Director (Movement)/Director (FA)/ Director (Finance) /Director (CE) (FICC)
          Director (NIC)/DOF- for website/DD(OL)-for Hindi translation.

-Sd-
(Prabhas Kumar)

Director (Fertilizers)
Tele: 23386398
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NEEM COATING OF UREA
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Chapter 5

INTRODUCTION OF 45 kg BAG OF UREA

OVERVIEW

Mandatory coating of indigenous/imported urea was well received by the farmers. 

Due to its slow release of Nitrogen, the Nitrogen Use Efficiency (NUE) of Neem Coated 

Urea increases resulting in reduced consumption of NCU as compared to Normal urea. 

Since farmers mostly assess the requirement of urea in terms of bags for agricultural 
thpurpose, vide notification dated 4  September, 2017 it was decided to introduce 45 Kg bag 

of urea in place of 50 kg bag. MRP of such bags was to be notified by Department of 

Agriculture, Cooperation & Farmers Welfare.

Department of Agriculture, Cooperation & Farmers Welfare notified the Maximum 

Retail Price (MRP) of 45 kg bag urea bag as Rs 242 per bag (exclusive of the central excise 

duty, Central Tax, Integrated Tax, Union Territory Tax or Countervailing Duty, state tax and 

other local taxes wherever levied, whether at the retail sales point or at an intermediate 
ststages and other charges towards neem coating) on 1  March, 2018. Vide notification 

thdated 9  March, 2018, Department of Fertilizers had given a period of two months from the 
st

date of notification i.e., 1  March, 2018, to the urea units as lead time to ensure smooth 

implementation of the policy.
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DEALER/DISTRIBUTION MARGIN
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NUTRIENT BASED SUBSIDY (NBS) SCHEME
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NOTIFICATION ON IMPLEMENTATION OF THE NUTRIENT BASED SUBSIDY

(NBS) POLICY FOR PHOSPHATIC AND POTASSIC (P&K) FERTILIZERS 

W.E.F. 01.04-2013-NBS POLICY FOR 2013-14 AND MT SUBSIDY.
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NOTIFICATION ON IMPLEMENTATION OF THE NUTRIENT BASED SUBSIDY

(NBS) POLICY FOR PHOSPHATIC AND POTASSIC (P&K) FERTILIZERS AND 

REVISION ON IN THE NBS RATES FOR 2015-16.
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NOTIFICATION ON IMPLEMENTATION OF THE NUTRIENT BASED SUBSIDY 

(NBS) POLICY FOR PHOSPHATIC AND POTASSIC (P&K) FERTILIZERS, 

REVISION IN THE NBS RATES FOR 2019-20
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NOTIFICATION ON IMPLEMENTATION OF THE NUTRIENT BASED SUBSIDY 
(NBS) POLICY FOR PHOSPHATIC AND POTASSIC (P&K) FERTILIZERS, 
REVISION IN THE NBS RATES FOR 2019-20
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