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EDITORIAL

We have been informing our members about the increase in domestic demand in long Steel products.  We have also been informing about the prices of various long products in the country telling members that the prices have shown an upward trend.  SAIL, TISCO have increased the prices of their long products by about Rs. 1000 – 1500 per ton.  In fact SAIL officials are of the view that Induction Furnace industry should also increase prices of their long products accordingly.  However, the prices of pencil ingots made by Induction Furnaces depend upon the power tariffs as prevailing in various parts of the country.  The cost of production where power tariffs are reasonably low and thus the selling price will be less.  In any case, industry may consider this request.  

Power tariffs have been revised in some States.  We are preparing a comparative statement of latest power tariffs in various States which have been revived.  Please give your views if the meter reading gives kVah instead of Kwh units, is it advantageous to our industry or not?  

It is heartening to note that infrastructure for industries are slowly gathering momentum.  After recording a growth of 3.9% and 4% In April and May respectively, the infrastructure index has risen to 4.7% in June.  This brings up the cumulative growth for April-June to 4.2%.  Cement and Electricity have shown a growth rate of 9.5% and 4.8% respectively.  Steel and Coal posted a growth rate of 4.6% and 4.5% respectively.  The development of infrastructure has given the development and investment in industry has boosted the demand of steel, cement, and electricity generation.  It is expected that this trend will continue throughout the year.  Entrepreneurs of Induction Furnace industry must keep themselves abreast of changes taken place.   

NEW ELECTRICITY BILL 2003 – A BRIEF NOTE

The Electricity Bill 2003 passed by the Parliament during its last session.  Recently the Bill received Presidential assent as well.  The new law replaces all the three existing Central enactments on electricity viz. The Indian Electricity Act, 1910, the Electricity (Supply) Act, 1948 and the Electricity Regulatory Commission Act, 1998.  A long thought process had preceded the passage of the Bill which was debated for almost three years and numerous amendments were introduced before the Bill was passed.

The Bill seeks to bring about a qualitative transformation of the electricity sector through a new paradigm.  It seeks to create liberal framework of development for the power sector by distancing Government from regulation.  The objectives of the Bill are “to consolidate the laws relating to generation, transmission, distribution, trading and use of electricity and generally for taking measures conducive to development of electricity industry, promoting competition therein, protecting interest of consumers and supply of electricity to all areas, rationalization of electricity tariff, ensuring transparent policies, constitution of Central Electricity Authority, Regulatory Commissions and establishment of Appellate Tribunal and for matters connected therewith or incidental thereto”.

The bill is expected to provide a fillip to the reforms process, encourage competition, reduce scope for discretionary controls and bring about overall customer satisfaction.  Major liberalization is in the generation sector which has been delicensed.  The requirement of techno-economic clearance has been done away with barring for the hydro projects.  Captive generation plants have also been freed from controls.  Consumers can from  “bulk purchasing groups” and choose to buy power either directly from generating companies or intermediaries namley the traders or the distribution companies.  Open access to transmission lines will be available to distribution licensees as well as to generating companies.  Distribution would also be exposed to competition in due course with the consent of the State Electricity Regulatory Commissions.

Distribution companies will be free to take on generation while at the same time generation companies would be allowed to take up distribution.  Trading has been identified as a distinct activity.  The Bill has identified clear-cut roles for Central and State Regulators so as to avoid any overlapping in their respective responsibilities.

· Generation

With delicensing of generation, the new Bill should enable rapid addition to capacity in a short span of time.  However, this would also mean lack of coordination between different agencies and individuals engaged in generation of power.  While on the one hand it is yet to be seen whether the change in law would facilitate rapid capacity addition, there is also the fear that we may have surplus capacity available with inadequate transmission network.  Though in the immediate future this seems to be a distant possibility.

A major change is in the policy towards captive power generation.  It has been observed that often rules framed by the State Governments discourage captive power generation.  Hence, efficacy of the new law will be tested once put to practice in States.

· Transmission

As per the new Bill distribution licenses as well as the generating companies would have open access to transmission lines.  However, load dispatch would remain in the hands of the Government.  A national load dispatch centre would be established for optimum scheduling in dispatch of electricity among the Regional Load Dispatch Centres.  Private transmission companies will be licensed by the appropriate Regulatory Commission after giving due consideration to the views of the transmission utility.  Load Dispatch Centres or the private transmission licensees shall not engage in the business of trading in electricity.  It remains to be seen as to how practical would it be to get private transmission licensee uses the transmission lines of the transmission utility.

· Distribution

The State Commission shall introduce open access in phases, subject to conditions (including cross subsidies and other operational constraints) that are specified within one year of the appointed date.  In specifying the extent of open access in successive phases and in determining the charges for wheeling, the State Commission shall consider all relevant factors, including cross-subsidies and other operational constraints.

Such open access may be allowed before the cross-subsidies are eliminated on payment of a surcharge in addition to the charges for wheeling as may be determined by the State Commission.  The surcharge and cross-subsidies shall be progressively reduced and eliminated in a manner as may be specified by the State Commission.  The surcharge shall not be leviable in case open access is provided to a person who has established a captive generating plant for carrying the electricity to the destination of his own use.

While the Act does provide for non-discriminatory open access to the generating companies/licensees, the phasing of introduction of such open access would be decided by the State Regulatory Commission of each State.  Thus, the timing of availability of such open access would vary from State to State.  Besides open access if and when permitted would be provided on payment of (1) wheeling charges (2) surcharge to cover the element of cross-subsidy (till these are reduced and eliminated) and (3) an additional surcharge on the wheeling charged to meet the fixed cost of the distribution licensee arising out of his obligations to supply.  Given such complex maze of conditions, it seems highly unlikely that open access would be available to small consumers and would generally be limited to supplies for bulk consumers only.

Salient Features of the Electricity Bill 2003

· The Central Government to prepare a National Electricity Policy in consultation with State Governments.

· Thrust to complete the rural electrification and provide for management of rural distribution by Panchayats, Cooperative Societies, non-Government Organizations, Franchisees, etc.

· Provision for licence free generation and distribution in the rural areas

· Generation being delicensed and captive generation being freely permitted.  Hydro projects would, however, need clearance from the Central Electricity Authority.

· Transmission Utility at the Central as well as State level, to be a Government company - with responsibility for planned and coordinated development of transmission network.

· Provision for private licensees in transmission and entry in distribution through an independent network.

· Open access in transmission from the outset.

· Open access in distribution to be introduced in phases with surcharge for current level of cross-subsidy to be gradually phased out along with cross-subsidies and obligation to supply.  SERCs to frame regulations within one year regarding phasing of open access.

· Distribution licensees would be free to undertake generation and generating companies would be free to take up distribution businesses.

· The State Electricity Regulatory Commission is a mandatory requirement.

· Provision for payment of subsidy through budget.

· Trading, a distinct activity is being recognized with the safeguard of the Regulatory Commissions being authorized to fix ceilings on trading margins, if necessary.

· Provision for re-organization or continuance of State Electricity Boards.

· Metering of all Electricity supplied made mandatory.

· An Appellate Tribunal to hear appeals against the decision of the CERC and SERCs.

· Provisions relating to theft of electricity made more stringent.
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MEETING ATTENDED BY AIIFA REPRESENTATIVES

1. Meeting with Business Delegation from Pakistan

Under the auspicious of PHD Chamber of Commerce and Industry, a meeting was organized with Business Delegation from Pakistan on 8th July, 2003 in Delhi.  The Pakistani business delegation was led by Senator Ilyas Ahmed Bilour.  The delegation consisted of mostly consumer type industries, trade and chemical, textile, woolen, plastic raw-materials, food stuff, wheat trading, paper and paper board, etc.  There was no business man dealing with metallic materials either Cast Iron, Steel or Non-Ferrous metals.  The delegation was unaware if Induction Melting Furnaces existed in their country.  When they were told by Mr. R.P. Varshney, Executive Director, that there are over 12 Induction Furnace units near-about Lahore, manufacturing Mild Steel ingots and one party is manufacturing Stainless Steel ingots, etc.  They stated that they will on their return contact such units and try to find out whether they would like to do some trade with the Indian counterparts, etc.   This meeting was attended by Mr. R.P. Varshney, Executive Director.

2.
Meeting with OECD Delegation on 8th July, 2003

OECD team consisting of USA members and Secretary of OECD from Paris had come to discuss with Steel Ministry and other Primary producers of Steel about the draft for subsidies given by Government of India to the Steel industry.  While we are unaware of details of the draft of OECD which they wanted Steel Ministry to give their consent,  we learnt in the evening meeting-cum-dinner reception organized by CII (Indian Steel Alliance) in which Mr. R.P. Varshney, Executive Director was invited to participate that Government of India refused to concur the subsidy draft of OECD.  

However, Mr. Varshney met the team and had interaction with them.  He was introduced to the Secretary of OECD from Paris, First Secretary of US department for Steel industry and other members of the delegation by Mr. J.P. Singh, Joint Secretary, Ministry of Steel.  Members may kindly be aware that AIIFA had sent a letter to OECD Secretariat informing them that Government of India is giving subsidy to the Integrated Steel Plants by allowing them to import coking coal at 5% Customs duty at concessional rate.  The Secretary, OECD when he met Mr. Varshney immediately pointed out that he had received the letter and came to know about import of coking coal by the Integrated Steel Plants at concessional customs duty rate.  

The first Secretary from US was surprised to learn for the first time that in India, the Mild Steels and Stainless Steels are being produced through the Induction Furnace route.  He asked about the annual average payment the Steel workers in the Induction Furnaces and other expenses per ton of Steel made by the Induction Furnaces.  He was surprised to note about low expense on labour and raw-material cost but added that power cost is very high.  He stated that in USA, the average monthly expenses for Steel workers comes to over $500 per month.  He was also informed about the technology of making steel through Induction Furnace route.  He wanted the Executive Director to send some notes to him in regard to making steel by Induction Furnaces.  Mr. Varshney informed him that an American firm, M/s Inductotherm Corporation is the leader in supplying of Induction Furnaces to the Indian entrepreneurs and they can be contacted by him for getting more details about  mild steel and stainless steel making by  Induction Furnaces in India. 

3.
India and the enlarged European Union : Emerging Implications for India – 9th July, 2003 New Delhi.

Shri R.P. Varshney, Executive Director was invited to attend this meeting at CII Headquarters, New Delhi.  Papers and views were presented by many members of European Union about India trading with European Union and also enlarged European Union in the WTO context.  Seven papers by foreign countries under European Union were presented and discussed.  They, mostly emphasized that Indian Government should relax rules and customs duties on import of various category of materials and finished goods.  Interesting discussions took place in the meeting where it was clarified that if the imports from European Union is viable and in the interest of Indian industries, the units will write to the Government of India in this regard.  The meeting concluded with a concluding remark were made by Mr. V.K. Mathur, Chairman and Managing Director of INAPEX.

4.
Interactive Session on New Rajasthan Investment Policy 

The above meeting was held on 24th July, 2003 at PHD House, New Delhi.  The meeting was addressed by Mr. Pradyuman Singh, Hon’ble Minister of Finance, Government of Rajasthan, Dr. Chander Bhan, Hon’ble Minister for Industry & former Minister of Power, Govt. of Rajasthan.  It was also addressed by Chief Secretary, Rajasthan, Secretary (Industry), Rajasthan, RIICO Managing Director, Mr. S.P. Gupta and Mr. Bhandari, Joint Secretary, Ministry of External Affairs, Govt. of India.  Rajasthan government has invited investments in their State and they have given some concession for the new investments in the industry particularly, Food and Food Processing.  They also answered queries raised by the participants and stated that some of these queries will be considered by them and conveyed to the persons concerned.  It was a very well attended session and approximately 250 persons participated.  On behalf of AIIFA, Mr. Kamal Aggarwal, Honorary Secretary General & Mr. R.P. Varshney, Executive Director attended the meeting.

GLEANINGS FROM THE PRESS

1.
Draft Discussion Paper on Power Tariffs

The Association is giving extracts of the information published in the Financial Express, Delhi Edition of 16th July, 2003. This draft has been formulated by the Ministry of Power and Credit Rating Information Services of India Ltd., (Crisil).  It is understood that the national tariff policy may be released in September 2003.  The appropriate commission would look at “time-of-the-day” (ToD) tariff for large consumers and gradually cover other major consumers classes in a time-bound manner.  

The implementation of Peak and Off-peak hour tariff are as follows:

· Consumers with load greater than 3 mw – within six months from the date of publication of the tariff policy.

· Consumers with load greater than 1 mw but less than or equal to 3 mw – within a year from the date of publication of the tariff policy.

· Consumers with load below or equal to 1 mw but upto 5 kw – within two years from the date of publication of the policy.

The appropriate commission would notify the periods for peak, off-peak and normal consumption.  The tariff for peak period would not be higher than 1.25 of normal consumption, whereas the off-peak tariff would be lower than 0.75 of normal consumption.

The Government is proposing to circulate this draft paper among the State Electricity Boards and other participants in the fast changing power sector so that objectives would be served through ensuring financial viability of sector entities while protecting the interest of consumers and ensuring predictability in regulatory actions.  The draft policy attempts to provide guiding inputs for regulatory actions in the tariff settings as given in the Electricity Act, 2003.  The draft paper is given consideration for generating entities for fixed charge based on availability.  The fixed charge for generating stations would comprise interest on loan capital, depreciation, operation and maintenance expenses, return on equity, taxes on income and interest on working capital as the availability level.  The draft policy has also given suggestion about plant load factor for thermal stations.  The tariffs for transmission services would be unbundled and the proposed components would include use of network charges, system operating charges and reactive power charges.

As far as tariff computation for distribution utilities if concerned, the state commissions would lay-down a roadmap for cross subsidy reduction based on a period consumer category wise, cost-of-services study.  All distribution utilities would be subject to “price-cap” regulation in the long run and the average retail tariffs and principles of risk-sharing, including adjustment for uncontrollable events, would be defined by the appropriate commission at the start of the k-sharing, including adjustment for un-controll.
2.
Power theft by the industry
In its editorial in the Delhi Edition of the Financial Express, dated 11th July, 2003, it is mentioned that High Tension (HT) or Extra High Tension (EHT) industries theft of Power is fairly high in India.  They had published how certain industries in the State of Andhra Pradesh were using elementary techniques to steal electricity.  The editorial states that while the culprits were caught and were penalized to the tune of half a crore of rupees, we wonder if reforms in the power sector entailed a plan to tackle theft by industry.   While the popular belief is that the power theft is more rampant in domestic consumption and the LT consumers but it has come to light that theft is rampant in HT and even at EHT level.  The Association would like to suggest to its members and the Induction Furnace industry not to indulge in any such thefts and then get penalized.  In Andhra Pradesh EHT loss figures – based on estimates rather than the actual, were more than doubled in one year alone.  

3.
Stainless Steel Boom

It is reported that the Stainless Steel demand in the world has shown an increase in recent years.  World-wise Stainless Steel growth which was 6.7% last year was forecast to rise to 7.1% this year and increase to 7.8% next year.  In view of the increase in demand for Stainless Steels, the requirement of Ferro-Chrome has also gone up.  The prices have increased from 23 cents to 34-38 cents over the last six months.  Largely due to demand of Stainless Steel sector where it is used maximum.  Ferro-Chrome is produced in South Africa, CIS Countries and India.  The constraint in the production of Ferro Chrome is the power tariffs.  Members may kindly note about the increase in demand of Stainless Steels.

4.
Domestic Steel Demand for Steel has shown increasing tendency  in 1st quarter

Dr. A.S. Firoz, Chief Economist, ERU-JPC has argued that demand of long steel products will grow by about 6.5% this year.  Thus there is definite improvement in domestic demand for steel in India.  The steel consumption in the 1st quarter of current fiscal year has grown by about 2%.  It is also learnt that steel exports have also kept pace during this period by 35% growth.  According to the latest estimates complied by Steel Ministry, the consumption of steel for quarter No. 1 has been pegged at 7.15 million tons as against 7 million ton in the same period last year. The prices of construction grade steel, i.e. long products was  firm throughout quarter 1 with a sustained  growth in demand. It is reported  that secondary steel producers like induction furnaces have also registered a growth of nearly 6.1% The quarter 1 inventory saw an increase of 2 lakh tons as against a fall in stock in the same period last year.  There is therefore marginal growth in consumption of steel.
5.
Subsidy to Steel manufacturers in certain countries – As per OECD

Organization of Economic  Cooperation and Development (OECD) have been holding meetings  at various locations such as Paris (i.e Head Quarter of OECD) and Washington.  Steel Ministry officials  have been attending these meetings.  The Steel Ministry has consistently denied that it is giving subsidy to the Indian Steel Industry in any form.  However, they have also taken this stand that some subsidy to the Indian Steel Industry is  necessary in a   developing countries for the  purpose of improving the technology and investing in modernizing  plants.  They have also stated that OECD should not over look the expenditure made by Indian Steel Industry on Pollution Control etc.

It is reported by OECD that they have received communication that China has decided to be included in OECD.  Our delegations to OECD had stated about inclusion of China  in the OECD.  The OECD had prepared a draft stating certain conditions on India in regard to subsidy.  India rejected this Draft in the meeting held in Delhi on 8th & 9th of July, 2003.  Now India is very much strengthened by inclusion of China in OECD.

6.
VAT Panel refers implementation indefinitely
In the meeting of the Empowered committee of state finance Ministers on VAT,  they have  endorsed the Centre’s stance that VAT should be  implemented by States only after arriving at a national consensus with major political parties.

7.
Subsidy Issue to Steel makers (OECD)

The issue of subsidy is still hot as the Government of United States still pressing that even developing countries should stop giving subsidy to Steel makers in any form.  The meeting of Organization of Economic Cooperation and Development (OECD) was held on 16th & 17th July, 2003 at Paris.  No conclusion could be reached.  Brazil, India, China and Turkey among others opined that their Steel mills would not be competitive without some Government investment and some form of government cash.  Some progress was made in regard to excessive Steel capacity and ending market-distorting subsidies.  Various countries’ governments give various reasons for getting subsidy from their governments.  Every country wants its steel industry to survive and not caught in the controversy of subsidy and excess capacity.  The subsidy issue is especially tough because every country, including the US has used government subsidies to prop up their steel industry.

EXPORTS BY M/S KUNDIL ISPAT LTD. – AIIFA MEMBER -CONGRATULATIONS

Mr. S.C Baruah, MD of Kundil Ispat Ltd., a sister concern of M/s Kundil Alloys Ltd. Goa, has successfully exported over  15,000 tones of re-bars to USA and the ship containing  the consignment  has sailed  from Goa Port on 3rd July, 2003.  The value of exports consignment is over Rs. 20 crores.  The consignment is being shipped to M/s Stemcor, USA which is a very big trading company in the world.   All India Induction Furnaces Association helped the Goa Company in regard to getting DEPB on the export consignment.  Ministry of Steel thus recommended  the DEPB rates for this company to DGFT.  AIIFA is therefore, rendering help to members.  At the same time we congratulate Mr. S.C. Baruah for this export which may increase in future.
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INDIA’S EXPORT TO CHINA

AIIFA would like its members to know about our trade with China in regard to Iron & Steel products.  We are reproducing information on this subject as circulated by Ministry of Steel so that we may develop our Export Strategy for China for the year 2003-2004.

“India’s exports of iron and steel products grew rapidly from US$ 20 million in 2000 to US$ 266 million in 2002.  Indian companies such as Tisco, Jindal, Essar Steel, Ispat Industries, etc. are exporting items such as special steels, hot & cold rolled coils, galvanized coils, pre-painted coils, Skin passed GI Coils for PPGI applications and PPGI Coils, etc.  The Chinese market was an important factor in maintaining the growth of Indian iron and steel exports.  Imports of iron and steel in China are subject to canalization and product specific safeguards.   China had imposed product specific safeguards on imports of iron and steel in May and November 2002, which were not applicable to India and proved advantageous for our exports.  China imported 24.5 million tons of steel products in 2002, a record high since 1993 and 42.4% increase over the previous year.  The implementation of large infrastructure projects such as West-East Gas Pipeline, South-North Water Diversion, the Qinghai-Tibet Railway, urban subways and infrastructure construction projects, as well as high industrial growth is expected to contribute to steady growth in Chinese imports in the foreseeable future.

China’s total imports in 2002 amounted to US$ 13.2 billion of which the main items were as follows:

(a) Flat-rolled stainless steel items (HS 7219) – items such as hot-rolled coils [<3mm, 3-4.75 mm, 4.75-10 mm & >10mm], flat-rolled stainless steel items, cold-rolled coils [<3 mm, 3.4-75 mm, 4.75-10 mm & .10 mm] – imports of US$ 2.6 billion

(b) Flat-rolled items, zinc plated, aluminum-zinc plated etc. [HS 7210) imports of US$ 2.3 billion.

(c) Flat-rolled items, coils, and non-coils (HS 7209) – imports of US$ 2.35 billion.

(d) Flat-hot rolled items, coils and non-coils (HS 7208) – imports of US$ 1.3 billion.

(e) Ferrous waste (HS 7204) – imports of US$ 895 million.

Strategy :
China imports about 10% of its total requirement of iron and steel products, mainly in high quality grades and we need to target these products and other major import items, as given above.  The major Indian companies are already in touch with Chinese companies for exporting products and sectoral delegations need to visit China to maintain momentum.  China has the potential be become one of India’s largest export markets of steel products in the near future, as China will continue to import significant quantities of iron and steel for sometime only.

Steel Production in China:  China has been importing Steel at an average rate of 12 million tons of Steel per annum from various countries.   India  has also expored  3.6 million tons of Steel to China particularly  flat products.  However, it is learnt that  China is increasing its Steel production capacity and very likely it may not meet import of Steel after 2007.  It may become a net exporter of steel after 2007.  However, it is yet to be seen whether Chinese mills can produce good quality  flat productions.  Our putting this news item is to inform members that too much dependent on China exports is not in the interest of India.
CUSTOMS NOTIFICATION
We are reproducing below the extracts of the Customs Notification No. 101/2003-Customs dated 7th July, 2003, issued by Ministry of Finance (Department of Revenue), New Delhi for information of all members:

Extension of Anti-Dumping Duty on Graphite Electrodes

Whereas the designated authority vide Notification published Part I, Section 1 in the Gazette of India, Extraordinary, dated the 17th of May, 2002, had initiated review in the matter of continuation of final anti-dumping duty imposed on import of Graphite Electrodes (hereinafter referred to as “the subject goods”) originating in, or exported from United States of America, Peoples’ Republic of China, Germany, Belgium, Austria, France, Spain and Italy (hereinafter referred to as “the subject countries”) vide Notification No. 20/98-Customs dated the 5th May, 1998 (G.S.R. 239(E), dated the 5th May, 1998), and had requested for suitable extension of anti-dumping duty pending the results of the review investigations which has been agreed by Ministry of Finance and Company Affairs.

The anti-dumping duty imposed under this notification shall be payable in Indian currency.

Explanation:
For the purposes of this notification, rate of exchange applicable for the purposes of calculation of such anti-dumping duty shall be the rate which is specified in exercise of the powers conferred by sub-clause (I) of sub-section (3) of section 14 of the Customs Act, 1962 and the relevant date for the determination of the rate of exchange shall be the date of presentation of the bill of entry under section 46 of the said Customs Act, 1962.

Sd/-

(V. Sivasubramanian)

Deputy Secretary to the Govt. of India
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