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MINISTRY OF PETROLEUM AND NATURAL GAS
* NOTIFICATION
New Dethi, the 28th January, 2003
PDS Kerosene and Domestic LPG Subsidy Scheme, 2002

‘No. P-20029/18/2001-PP.—The Government of India are pleased
to make the following scheme for administering the post APM
(administered pricing mechanism) subsidy on PDS Kerosene and
Domestic LPG :

1. Short title ,
This scheme may be calied the PDS Kerosene and Domestic
LPG Subsidy Scheme, 2002.

2. Commencement
The scheme will come into force from 1% April 2002.

3. Coverage
The subsidy under the scheme will be provided on the sales
made throughout the country by the participating companies of
kerosene under the public distribution system (PDS kerosene)
and LPG cylinders for domestic use (domestic LPG). The

quantity of PDS kerosene on which subsidy will be allowed for
each state will be limited to the allocations made by the Ministry

of Petroleum & Natural Gas subject to actual quantities sold.

4. Participating companies J
Initially, Indian Oil Corporation Ltd. (IOCL), Hindustan
Petroleum Corporation Ltd. (HPCL), Bharat Petroleum
Corporation Ltd. (BPCL) and IBP company Ltd. (IBP) will
participate in the scheme. Other companies will be allowed to
participate later.
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5. Detdrmination of the amount of subsidy |
5.1 Shubsidy on PDS kerosene and domestic LPG will be met
from the budgetary grants of the Ministry of Petroleum &

N
5.2 The amount of subsidy per selling unit will be equal to the

tural Gas.

difference between the cost price and Fthe issue price per
se¢lling unit and will be computed ex-depot for PDS kerosene
and ex-bottling plant for Domestic LPG.

53 The amount of subsidy per selling unit for a given

depot/bottling plant for the year 2002-03 will be based on the
ue price of the product effective 15 April 2002 and the cost
ptice worked out in the manner provided in clause -7
hereinafter.

5.4 Subsidy per selling unit allowed for any depot/bottling plant
effective 1 April 2002 will remain unchanged for the
financial year 2002-03. The scheme/subsidy will be phased

out in 3-5 years as decided/finalised by the Government after
nsultation between the Ministry of Petroleum and Natural

gas and the Ministry of Finance.

5.5 The entittement of a participating company to receive

suybsidy for the product sold at a given depot/bottling plant for
a given month will be equal to the rate of subsidy in force
ultiplied by the total quantity of the product sold to dealers/
tributors at that depot/bottling plant in that month.
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6.1

6.2

1ssue Price

For the depots/bottling plants from which sales of PDS
kerosene and ‘domestic LPG are being effected prior to the
commencement of the scheme, the issue price of the product
as on 31% March 2002, will be continued as such post 1%
April 2002 ‘till revised by the participating company in
accordance with clause 8 herein under.

For a new depot/bottling 'pl'ant commissioned after 1%' April
2002, thelissue price of the product for the first month for its
operation and the subsidy per unit for that particular financial
year will be determined by the Ministry of Petroleum &
Natural Gas on the basis of retail selling prices prevailing at
that time'!in the markets that are linked to the new

depot/bottiing plant.

Explanation: For the purposes of this clause, issue price

‘means the invoice price of the product ex-depot/bottling plant

excluding state surcharge, excise duty, sales tax, local levies
and delivery charges.

Cost Price

Cost price of PDS kerosene for any depot and of domestic
LPG cylinder for any bottling plant, as on 1% April 2002, will
be calculated on import parity basis as per the methodology
given in  Annexure-l and Annexure-ll, respectively.
Thereafter, any changes in the cost price will be passed on
in the consumer price in the manner provided in clause 9

herein under.
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9.2
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C
A
the issue prices of PDS kerosene and domestic LPG on

)

lthanges in issue price
articipating companies would make changes/revisions in

their own on account of the following changes in cost price:

()  Any variation in the cost price vis a vis the cost
price effective 1*' April 2002, due to changes in
the product price in the intermnational market,
ocean freights and inland freights will be given
effect to by the participating companies, on
monthly basis;

(ii) Any change in the rate of duty of customs shall
| be {;iven effect to from the date of such change;
(i) Changes in  the marketing margins

(storage/distribution costs and return on
investments) will be made on yearly basis and
passed on in the consumer prices at the

beginning of the financial year.

(iv) Any elements, other than above, amongst the
elements given in Annexures- | & Il | that may be
allowed by Ministry of Petroleum & Natural Gas.

Lhanges in retail selling price

Retail selling prices will change with the changes in the issue
brice on account of factors stated in clause 8 above.

[he retail selling prices will also change as per the foilowing

vith the subsidy amount being passed on to the consumers:

Changes made in the dealers’/distributors’ commission

and/or delivery charges, deciared by the companies
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- after the date of the prevzous revision in consumer
prices will be passed on at the time of price revision
.under sub-clause (i) of clause 8 above;

_ (i) - Any change in the rate of statutory' levies like duty of

10.
‘commission, ;road freights/delivery charges and marketing
margins/company margins will be subject to approval by the
' Government. |

11. Settlement of subsidy claims of the participating

companies ' N

11.1 Participating comoanies will raise two types of claims every
month, viz., provisional claims_and. final ctaims with the
Petroleum. Planning and AnaIySJs Cell (PPAC) under the
Ministry of. Petroleum and Natural Gas

11,2 “Rrovisional clanms WIII be on the basis of confirmed sales

" data of the month, preceding the month in question by two -

excise, sales tax, entry tax/octroi etc. and imposition of
“+ any new levy shall be given effect to from the date of
-such'change.or imposition, as the case may be, by

: ad,iusting' the consumer prices.

rThe - ‘changes/revisions in the  dealers’/distributors’

months, i.e., provnsaonat claim for the month of Apnl would be

based on confi rmed sales data of February The prows&onal

payment will be “on account” for 80% of the amount of
estimated subsidy. Final claims for a month will be on the

basis of confirmed sales data of that month.
AU7T Lnjexz-1
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11.3

11.4

1.5

(i)

The claims will be lodged in the format at Annexure-lll and
| shall be accompanied by audit certificate.

PPAC will scrutinize the claims_— both provisional and final,
of the companies from the books of accounts. Wherever
necessary, PPAC will cross check claims from accounts
maintained at depot/bottling plant levei. PPAC may call for
any related information or visit and examine records
maintained by the oil companies at site, plant office, depot
office, regional office, divisional office or corporate office,
etc., for the purpose of cross checking and verification of
subsidy claims. |

The settlement of provisional and final payments will be on
monthly basis, as per the following:

Oil compahies’ will submit provisional claims by 4™ of the
succeeding month to PPAC, which will forward the claim to
Ministry of Petroleum and Natural Gas by the 6" of the
month. The provisional payment will be released by the 10"
of the month.

il companies will submit final claims to PPAC by the 10" of
the second following month i.e finat ‘ciaim for the month of
April will be submitted by 10" of June. PPAC will scrutinize
and forward the claims to Ministry of Petroleum and Natural
“Gas by thé 25" of the same month. The final payment will be
released by not later than 10" of the foliowing month.
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11.6 Ministry of Petroleum and Natural Gas, may separaigly issue

12!

13.

14.

16.

/ modify the instructions on payment procedure and claim
formats relating to the settlement of subsidy claims, if so
required.

Submission of information

The participating companies shall submit such other
information as may be advised to them by the Government.

Agreement
The participating companies will be required to sign an
agreement with thg Government for abiding with the terms

and conditions of this scheme.
Dispute resolution

Any. dispute in regard to mtemm of any proyision of the
scheme, will be referred to the GoverRment in the Minisir
Pem@umaumsasmmmqm

2076 oz H
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Annexure |

Metthiology for calculating the cost price of PDS Kerosene on import parity
basis

S.Na | Cost Unit | Basis of Computation |
Component j f
1. FOB Vaiue | $/bbl | Average of mean of high & low quotes of Platts

Asia Pacific Arab Guif (APAG) and Petroleum
Argus Asia Pacific Products Report for Arab Guff
market during the “pricing period”. The subsidy
would be frozen as on 142002 based on:
average FOB during the pricing period from 1% |
to 31% March 2002.

2. Premium / $/bbl | Monthly average of spot premium/discounts for_!
Discount the same period as FOB as published in |

| Argus/Platts for Jet/Kero
S 3. Ocean Freight | $/bbl | World scale freight rates from Bahrain (Sitra) to
;1 (Converted by the designated Indian ports adjusted by AFRA
! using for MR vessel size. The designated ports for
COnversion Kerosene woulg be , Jamnagar, Hazira,
factor of 7.90 Mumbai, Mangalore, Kochi, Chennai, Visakh,
bbl per MT) Haldia and Kandla*. The subsidy would be

frozen based on AFRA rates prevailing during
the period 16™ February to 15™ March 2002.

Literage costz are permitted for Haldia, Kochi
and Mumbai ports. Actual literage cost for these
-{ ports would be incorporated in the working of
the subsidy. The actual costs to be considered
.| would, however, remain limited to the pricing

period.
‘+4. | | C&FPrice $/ KL | Total of 1 to 3 above (Converted to KL using

conversion factor of 6:2898 bbl per KL.)

5. Insurance $/ KL | Actual applicable tariff rates set by GIC

6. CIF Price '$/ KL | Total of 4 and 5 above.

7. Exchange rate | Rs/$ | Monthly average for the same period as FOB
Of the available RBI reference rates during the
pricing period

8. CIF Price Rs/ KL | Converted to Indian rupees

Q. Customs Duty | Rs/ KL | As applicable. Assessable value for calculation

of customs duty would include the C&F price,
insurance and landing charges at 1% in line with
the customs rules.

10{ | Ocean Loss Rs/ KL | As penmtitted under the APM. |
« | Kandla would be taken as a designated port in case there are actual imports
of PDS Kerosene at this port.
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depot

-i' .

S.No | Cost Unit | Basis of Computation
Component
11. | Wharfage, Port | Rs/ KL { Dues applicable for the port based on the official
Charges, tariff rates of the respective ports or-nearest
Landing govemment port, in case of private port, which®
Charges, Bank ever is lower. Bank charges at the prevalhng
Charges etc. { rates as assessed by SBI.
12. | Landed cost Rs/ KL | Total of 8 to 11above
13. Storage/ Rs/KL | Weighted average of updated costs/retums of
distribution the companies under the APM regime not
cost & retum exceeding Rs 250/KL for cost and Rs 130/KL for
on Investments retum. Port terminalling charges would be
compensated to the extent of terminals located
at the designated ports only at the rate
mentioned in the agreement for " Sharing of
Infrastructure and Safekeeping Arrangement”
dated .31.3.2002 or updated APM rates for the
year 2001-02 whichever is lower.
14, Inland freight Rs/KL - Cost of inland transportation from the nearest
' designated port or the next nearest designated
port if the capacity of the neares: port is
exhausted by the cheapest available mode i.e.
pipeline, rail or road from the designated port.
For the Northeast, inland freight would be
calculated from the nearzst Northeast
refinery/production source instead of designated
port for the quantities available from the
.Northeast refineries/production source
For far flung areas inland freight shall be
calculated up to the Tap off point or railhead
- _ I only o
15. | Depotcost | Rs/KL | Total of 12 to 14 above. N
before stock '
loss and !
working capital -
16. Stock loss Rs/KL | 0.28% of 16 above excluding depreciation, ;
‘ retum on investment and exciseduty. |‘
17. | Costof Rs/KL | Interest on working capital for 18 days stock ;
working capital holding at SBI prime lending rate {PLR) per i
annum on 15 above. excluding depreciation, !
and return on investment but 1ncluswe of excise :
3 duty. |
18. | Cost price at Rs/KL | Total of i5to 17 above. i
|
l
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Annexure {i

y for calculating the cost price of Domestic LPG on Import parity

Unit Basis of Computation

$/MT | Saudi Contract price as quoted in Platts LP

Gaswire for the previous month. LPG price is

considered at a weighted average of butane

and propane prices with weightage of 60%

and 40% respectively. The subsidy would be

frozen as on 1.4.2002 based average FOB
during the pricing period from 1 to 31% March

e 2002.

2. ; m / $/MT | Monthly average for the same period as FOB

| OnEs#t as quoted in LP Gaswire

3. ‘Ocesh freight $/MT | Fully built up freight from Ras Tanura to the

designated Indian ports calculated based on

Charter Hire rates obtained from Clarkson

Shipping Intelligence Weekly for 13 TMT

vessel size except Mangalore for which 18

TMT vessel size shall be considered. The

designated ports for LPG would be Ratnagiri,

Kandla, .Jamnagar, Hazira, Mumbai,

Mangalore, Kochi, Chennai, Visakh and Haldia

subject to the following proviso:

a) In case the designated port does not have
imported LPG handling facility, then the
capacity of LPG production facility at the
designated port shall be freated as the
capacity of the designated port.

b) In case the designated port has handling
facilities for import as well as LPG
production facility, then capacity of the
designated port would be summation of
LPG handling capacity at the port and the
capacity of LPG production facifity.

~

In case of ‘actual imports the difference
_between the transportatlon cost of imporis per
Transchart and notional freight limited to the
‘quantities importéd would be considered. For
the purpase of subsidy, the addition to ocean
freight would be limited to quantities impored

i in the pricing period.
4. | C&F Price $/MT | Total of 1 to 3 above.
| 5. Insurance $/MT__| Actual applicable tariff rates sét-by-G' ic
6. CIF Price $/MT | Total of 4 and 5 above.
7. |'Exthangerate [Rs/$ | Monthly average for the sarte period: FSEOB

of the availalbife RBY tafétende rai“es’ﬂﬁ‘l‘ihg e

_ . pncm_g_penod
8. | CIFPrice TRs/MT | Converted to Ifdran rapees
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S.No

Cost Unit sis of Computation
Component
9. Customs Duty | Rs/MT | As applicable. Assessable value for. R
calculation of customs duty would include the
C&F price, insurance and landing charges at
_ ‘ 1% in tirre with the customs fuies. -

10. | Ocean Loss "RsMT | As permitted under the APM.

[11. | warfage, Port Rsﬁf' Dues applicable for the port based on the
‘Charges, landing official tariff rates of the respective ports or
charges, bank nearest government port, in case of private
charges efc. ‘| port, whichever is iower. Bank charges at the

‘ | prevailing rates as assessed by SBI.

12. | Landed cost RsMT | Total of 8 to 11above. _

13. | Storage/ RsMT | Weighted average of updated costs/retums of
Distribution cost the companies under the APM regime not
and Retum on exceeding Rs 391/MT towards cost and Rs
Investment 239/MT towards retum. Port terminalling

charges would be compensated to the extent
of terminals located at the designated ports
only at the rate mentioned in the agreement
for “ Sharing of Infrastructure and Safekeeping
Arrangement” dated 31.3.2002 or updated
APM rates for the year 2001-02 whlchever is
jower.
1 Compensation for private facilities at Visakh,
Ratnagiri and Haldia would be based on
- updated APM charges.
14. Bottling Charges | Rs/MT | Updated costs plus return under APM not
: exceeding Rs 1449/MT.

15. | Charges for RsMT | Cylinder depreciation spreading the cost of

Cylinder Cost cylinders over 12 years, plus interest on net
borrowings (after adjusting customer deposits)
at SBI prime lending rate per annum. This cost
shall not exceed Rs 1275/MT

16. | Inland freight Rs/MT | Cost of transportation from the nearest

designated port or the next nearest
designated pott if the capacity of the nearest
port is exhausted by the available feasible
mode i.e. pipeline, rail or road from the
designated port. For Jamnagar-Loni LPG
pipeline actual tariff paid would be used for
computation of inland freight

For the Northeast, inland freight would be
calculated from the nearest Northeast refinery/
production source instead of designated port
for the quantities available from the Northeast
refineries/ production source.

For far flung areas inland freight shall be
calculated up to the Tap off point or railhead
only
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S.Ng | Cost Unit Basis of Computation
Component
17. ! | Bottling plant Rs/MT | Total of 12 to 16 above.
cost before stock
loss and working
capital
18. | | Stock Loss Rs/MNIT | 0.25% of 17 excluding depreciation, return on

investment and excise duty.

19. | | Cost of Working | Rs/MT | Interest on working capital for 18 days stock
Capital holding at SBI prime lending rate (PLR) per

annum of 17 above, excluding depreciation,
and retum on investment but inclusive of

excise duty.
20. | | Cost price at Rs/MT | Total of 17 to 19 Above.
LPG bottling '
plant

Annexure li;

Monthly subsidy claim for PDS Kerosene

Oil Cempany:
Month: Year:
States Quantity Issue Cost | Subsidy | Value
sold Price | Price | at depot
KL Rs/KL| Rs/KL| Rs/KL | Rs 000
State A
Depot 1, Location,
Total for State A Quantity Value
State B
Depot 1, Location,
ﬂ T I-for State B Quantity Value
Totdl for the Company Quantity Value
Amagunt claimed on
provisional basis
Balance now claimed

The tptal cumulative sale quantities and the subsidy amount may also be indicated.

The details of cost price & issue price, (for the elements given in Annexure-I) to be
indicjted separately for all depots. A separate statement showing the annual PDS
kerogene allocation for each state against the quantity of PDS kerosene on which
subsidy is claimed till date should be annexed with every claim.
Claims certified to be correct: Oil Company Representative
Designation, Department,
On behalf of Oil Company Name

Auditor's Certificate & Signature (all attached statements to be certifled)

We have examined the above statement and found it to be correct and in accordance
with the MoOP&NG letter No. dated

Signature, Name & Membcership number of auditor
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Annexure {ii:
Monthly subsidy claim for domestic LPG

Qil Company: .
Month: Year:
States Quantity Issue Cost | Subsidy| Value
sold Price Price
Cyt. Rs/Cyt. | Rs/Cyl Rs/Cyl. | Rs 000
State A
Bottling Plant 1 Location,
Total for State A Quantity ' Value
State B
Bottling Piant 1 Location,
Total for State B Quantity T Value
Total for the Company Quantity 1 Value

Amount ciaimed on
| provisional basis
Balance now claimed

The total cumulative sale quantities and the subsidy amount may also be indicated.

The details of cost price & issue price, (for the elements given in Annexure-1} to be
indicated separately for all bottling plants. Separate statement, supply mode wise
(14.2 KG, 5 KG, efc.) should be submitted for domestic LPG.

Claims certified to be correct: Oil Company Representative
Designation, Departmerit,
On behalf of Oil Company. Name

Auditor’s Certificate & Signaturé {all attached statements to be certified)

We have examined the above statement and found it to be correct and in accordance
with the MoOP&NG letter No. dated

Signature, Name & Membership number of auditor

and Published by the Controller of Publications, Delhi-110054,



