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Shastr i  Bhawf in ,  New Delh i ,
nated the 'xotn .Iuly, ?oos

To

The Executive Director
Fert i l izer I nd ustry Coord i natio n Comrnittee,
8th Floor, $ewa Bhavan,
R.K" Puram.
New De lh i .

Subject: Poticy for Stage-l l l  of New Frici l ' lg Schen"le for Urea
IVXa n r-l fa ctu re U n its - Arne n d n'lents the reof.

I arn directed to refer to this Oupurt**nt', fett*,
No.1201213/2006-FPP dated 8th March, 2A97, v ide which the sal ient
features of Stage-!l l of New Pricing $cheme introduced with effect
from 1.10.2006 were commurricated. lt has been funther decided to
irnplennent the Stage-llt of NP$ with centain arnendrnents asi
contairred in the subsequet l t  paragraphs-

{i} The capacity uti l ization of post'1992 Naphtha based Group
Average wil l be considered as 9fi% instead of 98% for
Calculating the hase concession rAtes of urea units, provided
no cost towards conversion is recogfiized under NPS-ll l .

( i i )  The reduct ion in f ixed cost of  eech urea uni t  str ict ly due to
Group Averagi t tg pr inciple under NPS-l l l  wi l l  be reEtr icted to
10% of the Normated Fixed Cost cornputed uncler the base
concession rateS" The above amendment wll l be effective with
effect from 1=* April, 2009 only-

(i i i) The detailed parameters for Buffen-$tocking $qheme of urea
wi l l  be as per the provis ions detai led at  Annexure-! .
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Fuffer $toclsinq $cftelTe for Una:A

IhITRODUCTIONI

1 ,  The  CGEA in  i t s  meet ing  he |d  on ' l ' t  February ,2007  wh i |e

uppro , , ingNFss tage l | l f o ru reahasau thor i zed theDepar tmento f
Ferti l lzers to operaft a buffer stock of urea corresponding to 5% of

the seasona I requirernent"

OBJECTIVE

2.TheBuf fe rs tock ingo fUrea is requ i red l<eep ing inv iewthe
followi nE obiectives:-

( i }Tomain ta lns tockso fUrea i f l case t [ re ra ise i the ra
sfrortfail in production due to disruption in supplies ot

feedstock or delay/disruption in imports

(i i) To ti le.cver the ludden spurt ln dernand/shontages In

arrY Part  of  the countrY'

SCHEME

g. Buffer stock would ba positioned in the rnaior agricultural

states with the *ini*u* stock being operated at 50,000 tonnes. in

each state_ Major agriculture stateJ requlrlng buffer stosk wil l be

ident i f ied at  the beginning qf  each crcpping season'

4. The buffer stocks would be operated through the l-e1d

Ferti l izer suppliers (LFS) for these states ns decided by the

b"p"nir*nt. ttre following states wil l have buffer stock qf urea:-

Annexure-,1

State
Pun jab
Haryana
Ra.iasthan
UP
MP
AP
Maharaghtra
Gujarat
B iha r
West  Bengai
Kannataka
Tarn i l  Nadu
Or issa
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5, Urea for brrff 'er stocl<ing purposes wil l he alloaateci by the
Departmeurt of Fentil izers under the EssentiaI Connuinodities Act" The
l-FS wil i holcX quantit les of Urea under the huffer stoclt in thelr
warellorlses at designated locatiorr$ es approrred hy DOF frorn tinre
to time. Unea wil l be released from the buffer stock for sale by the
LFS as per the directions of the DOF in consultat!on wlth the $tate
governnnent. The locations of buffer stoclting warehouses and the
quant i t ies could be changed as per the ingtruct io l ts of  DOF.

6. For tl 're purpoles of payment of subsidy, the buttrer stock
warehouses wil l be treated as prirnary stock points and subsidy wll l
be paid on the urea stocked as buffer once lt reaches the huffer
stock rry6rehous€ at the designated lpcatiotr"

7. The company operating the buffer stock wil l be entit led to
lnventony Carrying Cost at a rate ' l  percentage point lese than tf le
Prime Landing Rate (PLR) of the $tate Bank of lndla as notif ied frorn
time to tinne- This rate would be applicable at Rs. a650 per MT (MRF " ..
lese than the dealer's f i largin i.e. Rs,tl830 - trts" 180) for the quantity
and the duration for which the stock is carried as buffer. ln case of
cooperativcs, it wil l be at Rs"4630 pen MT as dealers' margin in this
case ls Rs.200 per MT.

8.  The Con' lpany wi l l  a lso he paid warehousing and i lnsurance
charges at the rate of Rs.23 per torane per nionth on tt 're quantity
carried as buffen^

L Since the material wil l be moved in two stages I.e. fronr the
plant to the buffer stocking poirrt and then oft to consumption
points,  addi t ionaX handl ing charges at  the rate of  Rs. 30 per MT wi l l
be paid to the Ferti l ieer Company on the quantity sold from the
buffer stock.

10 In addition, freight from the huffer stocking warehouse to the
block in case of movement outside the district in which buffer
stocking godown is located, wil l also be paid to the company, !n
aecordance with the provis ions under the Uni form Pol icV for f re ight
subsidy announced by the Government with effect fronrt*t April,
?008.

11 The Fert i l izer companies wi l l  t re requlred to subrni t  for tn ight ly
reports to the Department of Ferti l izers indicating the quantit ies of
the buffer stock avai lable at  eech locat ion The same wi l l  a lso be
mort i tored through the on- l ine 'Fert i l izer Monitor ing System'.
Appropriate entries wil l also be made in the Ferti l izer Monitoring
$ystem by the company operating the buffen.
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12.  No Inventory Carry ing Cost  or  WareholJs ing and i r .nsura l lce

charges wot.u!d be payable to the LFS on stocks held i{- l  excess of the
quantit ies ag!'eed upon for different period and zones'

,13.  No other  charges other  than the above wi l !  be pald to  the

company for operatlng the buffer stock. The company witrl be
responsible fOr Eafe storage Of the urea as we[! aB fgr ensuring it$
quality standards a$ per FCO norms. Gon'rpany wil l be permifl;ed to
rotate the stock. in the buffer stockinE point hy ein'ruitaneously
draWing dowrr the stock for normal sale artd replenishinE the stock
by equal guantity. However, it wll l be the respo!' lsibil i ty of the
company to ensure that at nO point the stock in the buffer is less
than the st ipulated level .

' !4.  The LF$ wi l l  n la intain separdte accounts of  stock,  purchases
and sales for the qrrantit ies held under buffer stocking scherne.

15- Buffer,stock wi l l  be operated ln Bach $tate. :by the LF.S
concerned at the level prescribed by the DOF- This Etock wil l be
$caled dowt'l in the lean rnonths of February-April as decided by the
DOF and bui l t -up and maintained at  Peak trevels in the rernalning
mohths of each year.

16. !_ead Ferti l izer Suppliers wil l draw frorn the ht-lffer stoclt a*r Per
requirement on the directions of the Departrnent of Ferti i izers in

consultation with the $tate Governments. Quantity sold frorn the
buffer stock wil l be reoCCupied not later than the 7th of the month
sr.lbsoquent to the rnonth in which such, sale is,rnade' .
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