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E D I T O R I A L

AIIFA has already informed the Induction Furnace industry about the constructive role played by the Association in getting many points on power incorporated in the Electricity Bill 2003.  Now the Central Electricity Regulatory Commission (CERC) has circulated a draft on tariff policy structure, which has been sent to various State Governments and their Regulatory Commissions for their comments.  We gave some points about what is included in the draft such as non-peak hour tariff for supplying power to industry, including quality of power to the High Tension consumers and seeing that other tariff policies are uniform all over India.  For Induction Furnace industry, power is a very important subject and it seems that the efforts of the Association are bearing fruits.  In fact, Chairman, CERC who has experience in Steel industry and also knows the Induction Furnace industry very well is of the view that power tariff for our industry are really more and should be rationalized.  

We are giving in this issue about up-trend in Steel demand as appearing in Financial Express, Delhi Edition.  However, we would like to caution our members that the Integrated Steel Plants (ISP) want to compete with out products.  Once the Chinese requirement of Steel reduces, the ISPs would then divert their flat production to long production and cut into the profits of the Induction Furnace industry.  The Association no doubt welcomes such short term gains for the Steel industry as a whole in India but we have to depend more on the revival for the domestic demand in steel, looking into better emerging scenario of the Steel such as increase in prices of pencil ingots and other steel products.  It is understood that Government of India is planning to increase the capacities or establish new capacities in the Steel sector.  Your Association is trying to put up notes to the concerned authorities that if Secondary Steel sector for crude steel making is encouraged, the capacity build up will need lesser investment and lesser time and can be located in various regions of India.

EVENTS

The information Circular of PHD Chamber of Commerce and Industry (PHD-CCI) is reproduced below for information of all Members.  Interested members may kindly deal directly with PHD-CCI.
Catalogue Exhibition of Indian Products and Services

8-9th December, 2003, Bahrain

The Embassy of India in Bahrain had organized three catalogue exhibitions of Indian products and services, INDIA CATEX 2000, 2001 and 2002 at the Bahrain Conference Centre of Holiday Inn, where catalogues from more than 400 Indian exporting companies were showcased along with audio-visual shows on Indian Industry and Commerce, Economy and Tourism.  These exhibitions received overwhelming response from the local and expatriate business community in Bahrain and helped in further promoting Indian exports to that region.  This year again, the Indian Embassy is organizing the 4th INDIA CATEX – 2003 on 8th & 9th December 2003.  The Indian Embassy also intends to organize video screenings on Indian industry and commerce, tourism and economy and hold seminars and presentations on the sidelines of the 4th INDIA CATEX – 2003.

There are no charges for display and distribution of such publicity materials at the exhibition.  This will be an excellent opportunity and platform, provided free-of-cost by the Embassy of India in Bahrain, to Indian companies to reach out to the growing business opportunities in Bahrain.  The Indian Embassy has requested Indian companies to send at least 100 printed brochures (minimum 50 copies – also CD ROMs/Videos, if any) of their product-lines for display and distribution at the Exhibition.  Members interested in taking part in the Exhibition should airfreight their brochures and other promotional materials directly to the Indian Embassy, under intimation to the Chamber, at the following address so as to reach them latest by 25th November. 2003.
The Embassy of India

Building No. 182, Road No. 2608, Gudaibiya 326

PO Box No. 26106, Bahrain.

Phone:
00-973-712683/712785/714551

Fax:

00-973-715527

E-Mail:
indemb@batelco.com.bh  /  commerce@indianembassy-bah.com
Contact Person:
Mr. O.P. Wadhwa, First Secretary (Commerce)


MEETING ATTENDED BY AIIFA REPRESENTATIVES

WTO Market Access Negotiations on non-agricultural products.

Under the Chairmanship of Mr. J.P. Singh, Joint Secretary, Ministry of Steel, a meeting was held on 30th July 2003 in the Steel Room of Udyog Bhawan.  It was to discuss WTO market access negotiations on non-agricultural products.  Certain clauses of the draft received from WTO were discussed.  

From the agenda circulated by Ministry of Steel, the following was discussed:

(1) Reduction on a line-by-line basis using a formula.  (2) Sectorial tariff elimination for developing and Least Developed Countries (LDC’s) – on seven special sectors of particular export interest (DOES NOT INCLUDE IRON & STEEL PRODUCTS).  (3) Additional provisions for developing and LDC’s.  (4) Supplementary modalities: Provisions for newly acceded members.  (5) Modalities on Non-Tariff Barriers (NTB).  The formula made by WTO is given below:

tı = B x t a x t o

       B x t a + t o

tı: -
Final Rate

t a :-
Average of the base rates

t o :-
Base rate

B   :-
Coefficient (Negotiable)

Provisional for developing countries were given below:

(1) Sectorial tariff elimination. (2) Longer implementation periods for tariff reductions.  (3) Upto 5% tariff lines may remain unbound (provided they do not exceed 5% of the members’ imports).

The effects of different values of “B” were discussed is given below:


B = 0.25


t1 = 8.7


B = 0.50


t1 = 14.30


B = 1.0


t1 = 21.70


B = 1.5


t1 = 25.01


B = 2.0


t1 = 27.60


t a  =  44.5%


t 0  =  40% (items of Iron & Steel are bound at 40%)

The concerns for the Steel industry was described in the meeting is given below:

High price elasticity of import in r/o items of iron and steel (-1.8).   This should ideally transform into lower tariff reductions.  In effect this is not happening due to general application of the formula.  Quantitative restrictions have been recently removed.  Perhaps requires more tariff protection than other items of import.  Problems of seconds and defectives most visible in steel trade.  With substantial reduction in bound rates, the ability to create a meaningful duty differential between prime and seconds will be compromised.  Problem of imposition of non-tariff barriers is most noticeable in global steel trade – resorted to by developed markets to unjustifiably insulate their markets.  Steel industry which accounts for mere 2.3% of the total merchandizing exports is involved in more than 30% of the total Anti-dumping proceedings.  The Chairman’s draft proposal does not indicate any substantial modalities for checking the distortion introduced by non-tariff barriers.

The possible proposals on behalf of India could be as given below:  

In light of the Doha mandate for “less than full reciprocity” for the developing countries the possibility of having a different value of B for the developing countries needs to be explored.  As per para 10 of the Chairman’s proposal this facility is available in r/o newly acceded members.  Since the quantum of tariff reduction in the developing countries will be much more than the developed countries the resultant exposure of the markets of the developing countries will be much more.  Hence, the issue of non-tariff barriers should be addressed simultaneously.  The negotiators should highlight the distortions introduced in the market by the NTB’s.  A point should also be made justifying imposition of quantitative and qualitative restrictions to keep the inflow of second and defectives in check.  Industry should provide the required statistics in this regard.  The meeting was attended by Mr. R.P. Varshney, Executive Director.  He supported the proposal of the Ministry of Steel in this regard for STO meeting, which is to be starting from 2nd August 2003 at Doha, Qatar.  

GLEANINGS FROM THE PRESS

Up-trend in Steel

Editorial appearing in the Financial Express, Delhi Edition, dated 26th July 2003 refers.  We have already informed our members about increase in the Indian Steel consumption and also increase in production vide our Newsletter Issue No. 6 dated 16.07.2003.  This editorial therefore is a sum total of what has been appearing in the business newspapers.  According to reports about the increase in the production by the Main Producers of mainly flat steel products which is being exported to China.  AIIFA welcomes such encouraging reports about the steel industry.  The quality of the Indian Steels is good.  Of-course, some countries have put a barrier by imposing Anti-dumping duty on imports of Indian Steel.  Here, the Indian manufacturers should according to the Financial Express editorial take up with WTO.  Recently WTO had termed US Steel tariff under Section 201 as vibrative of Global Trade Rules.  In Europe and United States, the prices of Steel products have risen by 10 – 20%.  The US have imports 34 million tons of Steel per annum.  Global prices of long products rose by 16.2% for medium sections and beams.  In India also expenditure on infrastructure have been boosted up resulting in demand creation for long products. 

Steel Re-rolling Mills switching over to Coal Fuel

Steel re-rolling mills in Mandi Gobindgarh and Khanna, to offset hike in prices of furnace oil are shifting to coal as industrial fuel.  Though the shifting, industry sources admit, will increase air pollution yet wide difference between the price of furnace oil and steel grade coal is encouraging to use as fuel.  According to the State department of industry, of the 150 re-rolling mills, 80 per cent have now installed pulverizers and burn steel grade coal to heat the raw material and ingots.   The officials admitted that after the introduction of the self-certification scheme, under the new industrial policy, no official had the courage to enter a factory.  The industrialists, however, maintained that they were using coal partially.  While coal is available at about Rs. 4/kg, furnace oil sells at Rs. 14/litre.  The millers have to use about 40 litre of furnace oil costing Rs. 560 to produce 1-ton of steel against about 70 kg of coal costing Rs. 280.  According to an estimate of the Central Excise and Customs, every unit working for eight hours is saving Rs. 17,000 everyday by using low quality fuel.

Steel Firms Jack-up Prices by RS. 500-1,200

We have already informed our members in our earlier Induction Furnace Newsletter about the proposed increase by Integrated Steel Plants of their flat products. News Item appeared in Economic Times dated 31st July, 2003 is reproduced below for information of Members. 

 
Steel Authority of India and other producers have increased steel prices in the range of Rs. 500-1,200 per ton.  Confirming the hike, SAIL chairman V S Jain said: “We have increased the prices by up to Rs. 500 on product to product basis”. Buoyed by upsurge in demand, other leading steel producers too have increased prices in various categories of products, including HR coil in the range of Rs. 500-1,200 per ton.  While SAIL, Tata, Ispat and Jindal Vijayanagr have effected a hike today, Essar is expected to do it tomorrow, industry sources said.  Demand from China has been on an upswing as also from domestic front, thus this rise is very natural, they said.  HR coil prices are currently ruling around Rs. 19,900-21,500 per ton while CR sheet is at Rs. 24,000 – 26,000 per ton.  Earlier, steel producers had increased prices on July 1, 2003, in the range of Rs. 400-700 per ton.

Jindal Stainless to invest Rs. 600 Cr.

Jindal who are present leading manufacturer of Stainless Steel are going to invest Rs. 600 Cr to setup a six lakh ton stainless steel plant in the state of Orissa.  This company has already got facility for 4 lakh ton per annum of stainless steel manufacturing at Hisar.  Its capacity will be enhanced to 5 lakh ton.  They are interested to put up a Ferro chrome plant to cater to the need of their stainless steel manufacturing units in Orissa.   After setting up a 6 lakh ton of stainless steel plant, the company’s production capacity will increase to 1.1 million ton per annum.

TATA Steel Targets Rural Market

According to report appeared in Financial Express dated 30th July, 03 it is noted that Tata Iron and Steel company is focusing its attention for steel consumption in the rural areas in a big way.  The company has formed a construction solutions group comprising a team of experts from within the company.  This group will identify the segments having immense potential for steel-based applications.  They are also arranging to give housing loans where use of steel is inadequate.  According to the survey carried out by Tisco, 13 million ton of steel is used for construction purposes.  Out of that, about 50-60% is used for infrastructure.  In the rural area only one and a half million ton of steel is used at present.  There are various schemes for housing in rural areas like Valmiki Awas Yojana.  There are already organizations set up by steel producers for increasing steel consumption in the country.  Which also has a chapter on steel consumption in rural area.

AIIFA’s VIEW

We feel that there is a duplication of efforts by the two groups.  In our opinion TISCO should join hands with the other group, which is looking after increasing steel consumption in India.

SALE/PURCHASE 

M/s Purvi Bharat Steels Limited, Cuttack, Orissa require the followings.  

Description of Item


Size
Industrial Shed for 


60 ft. x 150 ft.

Induction Furnace

Interested parties may kindly contact:




Mr. Navin Kumar Kandoi




Managing Director




M/s Purvi Bharat Steels Limited




Professor Para, Cuttack – 753 003 (Orissa)




Tel: 06781-2327204/2327202




Fax: 06781-2320844




E-Mail: navinkandoi@hotmail.com
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CENTRAL EXCISE NOTIFICATIONS

We are reproducing below Notification Nos. 58 & 59/2003-Central Excise, both dated 22nd July, 2003 vide F. No. 314/24/2001-FTT issued by Ministry of Finance (Department of Revenue), New Delhi for information of all members.

NOTIFICATION NO. 58/2003-CENTRAL EXCISE

 “In exercise of the powers conferred by sub-section (1) of section 5A of the Central Excise Act, 1944 (1 of 1944) (hereinafter referred to as the Central Excise Act), read with sub-section (3) of section 3 of the Additional Duties of Excise (Goods of Special Importance) Act, 1957 (58 of 1957), the Central Government, being satisfied that it is necessary in the public so to do, hereby exempts all excisable goods (hereinafter referred to as the said goods) specified in the First Schedule to the Central Excise Tariff Act, 1985 (5 of 1986), produced or manufactured by a unit (hereinafter referred to as the unit) when supplied to units in Special Economic Zone (SEZ), from whole of the duty of excise leviable thereon under section 3 of the said Central Excise Act, and the additional duty of excise leviable under sub-section (1) of section 3 of the Additional Duties of Excise (Goods of Special Importance) Act, 1957 (58 of 1957), subject to the following conditions, namely:-

(i) that such goods are removed from the factory or warehouse, as the case may be, in accordance with the procedure specified in rule 11 of the Central Excise Rules, 2002;

(ii) that the said goods are supplied against a domestic procurement certificate issued to the special economic zone unit by customs authorities in the special economic zone;

(iii) that the proof of export, duly certified by the Deputy Commissioner of Customs or the Assistant Commissioner of Customs in the SEZ, is submitted to the officer-in-charge of the Central Excise range concerned, within a period of one month from the date of removal of such goods from the place of manufacture or production.

This notification shall come into force on the 15th day of August, 2003.
Explanation:
For the purposes of this notification, the SEZ means the special economic zones as specified in the notification issued under section 76A of the Customs Act, 1962 (52 of 1962).

Sd/-

(D.S. Garbyal)

Under Secretary to the Govt. of India

NOTIFICATION NO. 58/2003-CENTRAL EXCISE

“In exercise of the powers conferred by sub-section (1) of section 5A of the Central Excise Act, 1944 (1 of 1944), read with sub-section (3) of section 3 of the Additional Duties of Excise (Goods of Special Importance) Act, 1957 (58 of 1957), the Central Government, being satisfied that it is necessary in the public interest so to do, hereby rescinds the following notifications of the Government of India in the erstwhile Ministry of Finance and Company Affairs (Department of Revenue), namely:-

(i) No. 52/2000-Central Excise, dated the 19th October, 2000 published in the Gazette of India vide number G.S.R. 803(E), dated the 19.10.2000;

(ii) No. 39/2002-Central Excise, dated the 13th August, 2002 published in the Gazette of India vide number G.S.R. 561(E), dated 13.10.2002;

(iii) No. 26/2003-Central Excise, dated the 31st March, 2003 published in the Gazette of India vide number G.S.R. 269(E), dated 31.03.2003;

(iv) No. 27/2003-Central Excise, dated the 31st March 2003 published in the Gazette of India vide number G.S.R. 270(E), dated 31.03.2003.

(v) No. 33/2003-Central Excise, dated the 4th April, 2003 published in the Gazette of India vide number G.S.R. 319(E), dated 04.04.2003.

This notification shall come into force on the 15th day of August, 2003. 

Sd/-

(D.S. Garbyal)

Under Secretary to the Govt. of India

NOTIFICATION NO. 59/2003-CENTRAL EXCISE (N.T.)

DATED 23RD JULY, 2003 (F. No. 275/55/2003-CX-8A)

In exercise of the powers conferred by section 37 read with sub-section (1) and (3) of section 23C, sub-section (7) of section 23D of the Central Excise Act, 1944 (1 of 1944), the Central Government hereby makes the following rules to amend the Central Excise (Advance Rulings) Rules, 2002, namely:-

1.
(i)
These rules may be called the Central Excise (Advance Rulings) Amendment 



Rules 2003.


(ii)
They shall come into force on the date of their publication in the Official 



Gazette.

2. In the Central Excise (Advance Rulings) Rules, 2002, for FORM-AAR (CE) appended thereto, the following form shall be substituted, namely:-

“FORM – AAR (CE)”

[Application for Advance Ruling (Central Excise)]

[See rule 3 of the Central Excise (Advance Rulings) Rules, 2002]

BEFORE THE AUTHORITY FOR ADVANCE RULINGS

(CUSTOMS, CENTRAL EXCISE & SERVICE TAX), NEW DELHI

(Form of application for seeking Advance Ruling under section 23C of the CE Act, 1944)

Application No…………………………….of……………………………………….

	1
	Full name & address along with telephone number, Fax number and e-mail address of the applicant
	:



	2
	Names, addresses, telephone number, fax number and e-mail address of the resident(s)/non-resident(s) setting up the joint venture or of the wholly owned Indian subsidiary of a foreign holding company, proposing to undertake any business activity in India, as the case may be
	:



	3.
	Status of the Applicant
	:



	4.
	Nature and status of the business activity proposed to be undertaken by the applicant
	:



	5.
	Registration number of the application as mentioned at serial number 1 under Rule 9 of the CE Rules, 2002 (if any)
	:



	6.
	Permanent Account Number(s) of the Applicant (if any)
	:



	7
	Basis of claim that the person referred to at serial number 1, is an applicant as defined under clause (c) of section 23A of the Central Excise Act, 1944 (1 of 1944)
	:



	8
	Question(s) of law and/or fact relating to an activity proposed to be undertaken on which the advance ruling is required.


	

	9
	Statement of any relevant facts having a bearing on the aforesaid question(s)
	:



	10
	Statement containing the applicant’s interpretation of law and/or facts, as the case may be, in respect of the aforesaid question(s)
	:



	11
	Commissioner of Central Excise having jurisdiction in respect of the question referred at serial number eight above (if any)
	:



	12
	List of documents/statements attached
	:



	13
	Particulars of account payee demand draft accompanying the application
	:


--------------------------------------------------------------------------------------------------------------------------

V E R I F I C A T I O N

I,………………………………….(name in full and in block letters) son/daughter/wife of…………………………………………..do hereby solemnly declare that to the best of my knowledge and belief what is stated above and in the Annexure(s), including the documents are correct.  I am making this application in my capacity as ……………………………… (designation) and that I am competent to make this application and verify it.

I also declare that the question(s) on which the advance ruling is sought is/are not pending in any case before any Central Excise Authority, Appellate Tribunal or any court.

Verified this…………………..day of……………200……………at………………………

(Applicant’s Signature)

----------------------------------------------------------------------------------------------------------------

ANNEXURE I

Statement of the relevant facts having a bearing on the question(s) on which the advance ruling is required

Place: …………………………

Date : …………………………






(Applicant’s Signature)

----------------------------------------------------------------------------------------------------------------

ANNEXURE II

Statement containing the applicant’s interpretation of law and/or facts, as the case may be, in respect of the question(s) on which advance ruling is required

Place: …………………………

Date : …………………………






(Applicant’s Signature)

----------------------------------------------------------------------------------------------------------------

Notes:

1. The application must be filled in English or Hindi in quadruplicate 

2. The application must be accompanied by an account payee demand draft of Rupees two thousand five hundred drawn in favour of “Authority for Advance Rulings”, payable at New Delhi.  Particulars of the draft should be entered in the column pertaining to item number 13

3. The number and year of receipt of the application will be filled in the Office of the Authority for Advance Rulings.

4. If the space provided for answering any item in the application is found insufficient, separate sheets may be used for this purpose.  Each sheet must be signed at the bottom by the applicant.

5. In reply to item number 3, the applicant must state its status, i.e. whether an individual, Hindu undivided family, firm, company, firm association of persons or any other person.

6. In reply to item number 4, the applicant must state the status of the business activity proposed to be undertaken, i.e. the stage to which it has progressed.

7. For item number 7, the reply must be given in the context of the provisions regarding ‘residence’ in India, ‘non resident’, ‘Indian Company’, and ‘Foreign Company’ as per the Income Tax Act, 1961 (43 of 1961).

8. Regarding item number 8, the question(s) should be based on the activity proposed to be under taken, hypothetical questions will not be entertained.

9. In respect of item number 9, the Applicant must state in detail the relevant facts and also disclose the nature of his activity and the likely date and purpose of the proposed activity(s).  Relevant facts reflected in document submitted along with the application must be included in the statement of facts and not merely incorporated by reference.

10. For item number 10, the application must clearly state his interpretation of law or facts in respect of the question(s) on which the advance ruling is being sought.

11. The application, the verification appended thereto, the Annexures to the application and the statements and documents accompanying the Annexures 1 and 2 must be signed on each page.

Sd/-

(K.S. Sharma)

Under Secretary to the Govt. of India

CUSTOMS CIRCULAR

NO. 64/2003-CUS. DATED 21.08.2003

To

All Chief Commissioners of Customs & Central Excise

All Commissioners of Customs

All Commissioners of Customs (Preventive)

All Commissioners of Customs & Central Excise

D.G., DRI, Delhi/D.G., NACEN/Commissioner (Systems), New Delhi

Limit for payment of agency commission on exports – reg.

It has been observed that some Indian exporters appoint agents abroad for securing their export contracts and such agents are paid agency commission as a percentage of the f.o.b. value by the Indian exporters.  For various Export Promotion Schemes including Duty Drawback and DEPB, the f.o.b. value is reckoned for granting the export benefits.  In terms of the Policy Circular No. 55 (RE-98) 98-99, dated 10.12.1998 of the Director General of Foreign Trade, it has been prescribed that the foreign agent’s commission upto the specified limit prescribed by the Reserve Bank of India be included in f.o.b. value for calculating DEPB entitlement.  In this regard, the Department of Revenue permits duty drawback benefits to the exporters on the element of agency commission.

Customs field formations so far have been permitting agency commission to the extent of 12.5% of the f.o.b. value by following RBI’s Circular No. AD (MA Series) 17, dated 19.05.99.  However, of late, instances have been noticed where the Indian exporters are paying agency commission much higher than the above limit, which in some cases has exceeded even 50% of the f.o.b. value.  Doubts have arisen in the minds of the field officers whether in the wake of Circular No. 12 dated 09.09.2000, issued by the RBI, the limit of 12.5% of the f.o.b. value regarding payment of agency commission is superseded.  The issue has been examined in the Board.  It is observed that RBI has not revised its earlier instructions as regards the limit of payment of agency commission.  Therefore, it is clarified that the field formations may continue to permit export6 benefits on f.o.b. value without deducting agency commission if such commission is upto the limit of 12.5% of f.o.b. value.  Agency commission exceeding this limit should be deducted from the f.o.b. value for granting export benefits under Drawback/DEPB/Advance Licences/DFRC Schemes.  Suitable standing orders for guidance of the staff may kindly be issued accordingly.














Sd/-

(S.S. Renjhen)

Joint Secretary to the Govt. of India

Fortnightly Issue
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