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EDITORIAL

The present scenario about Steel nationally and internationally is encouraging.  This is evident due to increase in demand.  The Integrated Steel Plants have increased prices of their long products although marginally.  However, the shortage of steel melting scrap continues.  The Sponge Iron manufacturers have also jacked up their prices by taking advantage of the market conditions.  All the same, it is expected that Steel industry will do better in coming months.  It appears that demand for steel is increasing due to impact of investment in infrastructure development in India.

In our earlier newsletters, we have informed our members that considerable exports were taking place to China but it was also reported by us that due to jamming up of  Steel at Chinese ports off-take in China has slowed-down.  This gives us some food for thought that depending on one country alone for export is not very wise.  We are glad to note that SAIL and TISCO are making efforts to export Steel to countries other than China.  All the same, the picture is not very gloomy as far as export to China is concerned.

Members must be aware that due to amendment in Income Tax Act, Chapter 17, i.e. Collection and Recovery – Collection at Source, under Section S-206-C, lot of confusion has taken place.  This Act has become applicable from 1st June, 2003,  This amendment was given in the Budget 2003-2004 but went unnoticed by all of us.  In May, 2003, people started realizing the implications of this amendment.  Accordingly, lot of representations have been sent to Ministry of Finance seeking clarifications on many points.  We have also requested Ministry of Finance that the implementation of this Act be kept in abeyance for at-least 3 months so that all clarifications can be given by the Ministry of Finance.  We have also requested that 10% tax collection as TCS is very high and it should be 2% because in case of Steel scrap, the value is not very high like non-ferrous scrap.  We are having meetings with Officials of the Ministry of Finance.  As soon as we know their reactions, we will keep our members informed

NEW TELEPHONE CONNECTION

Members are hereby informed that AIIFA got a new telephone connection in the Head Office which is given below for information of all members.  Please also note that New Cell phone number of Shri R.P. Varshney, Executive Director.

New Telephone No. 2737 5019

New Cell Phone No. 98183 11834

MEETING ATTENDED BY AIIFA REPRESENTATIVES

1.
Meeting with Steel Minister by Executive Director on 2ND June, 2003 on closure of DC,I&S Office & National Steel Policy
Members are hereby informed that after reading report in the newspapers about closure of Development Commissioner’s office in Kolkata and other places and information that JPC office may be restructured and staffs will curtailed, Mr. M.S. Unninayyar, Executive Director of Steel Furnace Association of India and Mr. R.P.Varshney, Executive Director, AIIFA took emergent appointment with Minister of Steel on 2nd June, 2003.  

AIIFA gave the under mentioned document to the Hon’ble Minister.  

The Secondary Steel Sector consists of:

(1) 
Crude Steel manufacturer’s through Electric Furnace route.  

(2) Re-rolling mills using Pencil ingots of the electric steel furnace product and also re-rollable material obtained from Integrated Steel Plants and other sources.

(3) Cold rolling mills, and 

(4) Ferro Alloy manufacturers.

The Secondary Steel sector as so far looked after by the Office of Development Commissioner for Iron & Steel, located in various parts of the country.  These offices have been abolished w.e.f. 24th May, 2003.   In view of the same, the industry is at a loss as to whom they should report their production data, representation in regard to Excise & Customs and other taxes, problems in regard to Power tariffs and related matters.  

Joint Plant Committee (JPC), which was initially set up for the Integrated Steel Plants and were looking after distribution and control of steel products until 1992, when quotas and control have been removed.   However, JPC is performing the function of collecting production details of the Secondary Steel sector along with DC,I&S.  There is a possibility that JPC may be also reduced in size and it is likely to be re-structured.  

In view of the above, the Secondary Steel sector would prefer to be a part of JPC.  JPC may hereafter collect data and also consider problems faced by the Secondary Steel sector.  Hon’ble Minister informed that he will see that JPC office is restructured and that Secondary Steel Associations are in the board of Directors in the new setup of JPC.  The Secondary Steel sector production data and other work so far performed by DC, I&S office well here after be looked after JPC office.  The Hon’ble Minister discounted the report  that Indian Steel Alliance  under CII which is in fact a small group of main producers will be dictating  their terms on entire steel sector.   He clarified that the JPC will look after all aspects of the steel industry under guidance of Ministry of Steel.

He also informed the two Associations that the National Steel Policy which could not be finalized so far due to pending abolition of DC, I&S office and also of the JPC  restructuring and staff reduction.  He is looking  into the matter and will see that the National Steel Policy is announced at the earliest or latest by year end.  A similar announcement was made by him in the meeting “Conference on global steel initiative organized jointly by the Ministries of Steel & Commerce, UNCTAD and CII on 3rd June.

2.
Meeting with J.P. Singh, Joint Secretary, Ministry of Steel

Mr. R.P. Varshney, Executive Director met Joint Secretary,  Steel on 2nd June after meeting the Minister.  Mr. J.P. Singh also gave the information as was given by the Hon’ble Minister.  However, Mr. J.P. Singh invited Mr. R.P. Varshney to meet him again after few days to discuss more about the industry and technology.

3.
National Conference on Global Steel Initiative – Organized by Ministry of Steel, Department of Commerce, UNCTAD & CII held on 03.06.2003
The Association was invited to take part in the above meeting which was held to discuss the question of subsidy given to Steel plants in various countries and to finalize Government of India draft to be put up in the OECD meeting on 11th & 12th June 2003 in Paris.  A brief paper in this regard was circulated by the organizers.  OECD deliberations have been going on for sometime and most important issues so far discussed are excess inefficient capacities to be weeded-out from all over the world and subsidies given by various governments to their respective steel industry.

The global Steel capacity is estimated to exceed by about 100 – 230 million tons.  The US has imposed Anti-dumping duty, countervailing duty and safeguard measures on wide range of steel imports including the major steel exporting countries.  Similar restrictions have been imposed by some other countries in the world.  The paper also gives an idea about the countries which have been taking part on OECD meeting at Paris.  37 countries all over the world have taking part in OECD meeting. In this meeting,  Steel subsidy agreement is to be discussed on 11 & 12th June, 2003.  Five meetings of High Level Group have been held so far deliberating the type of subsidies that the countries give to their steel industry.  On behalf of India, the Government of India has stated that they have to give subsidy to their steel industry because the steel industry is in development stage.  Research has to be carried out for Pollution Control and Technology development and as such subsidy is to be given by the Government to Steel industry.  

There were considerable discussions on all the points, papers were presented by the Ministries of Steel and Commerce, an Advocate and UNCTAD projects.  Audience took part in the discussions.  Shri R P Varshney, on behalf of AIIFA raised the issue that Government of India is giving subsidies to Integrated Steel Plants in allowing them to import coking coal at a concessional 5% customs duty thereby making one sector to pay more for the energy for making steel whereas the other sector pays less for the energy.  However, the organizers stated that Pig iron and Coking coal have not been considered for subsidy and therefore this point is not for discussions.  

The meeting was inaugurated by the Hon’ble Steel Minister, Government of India.   It was learnt later on from Press reports that the Government of India had decided not to attend the meeting of OECD at Paris on 11-12th June, 2003.  Instead the views of Government of India have been conveyed to OECD.

GLEANINGS FROM THE PRESS

1.
Sponge Iron Production up 22 per cent
The installed capacity of sponge iron in the country increased from 1.52 million tons per annum in 1990-91 to 7.032 million tons per annum in 2002-03.  During this period, the production has increased from 0.9 million tons to 6.9 million tons.  Overall growth in production during 2002-03 has been 22 per cent.  While coal based units have registered an impressive growth of 32 per cent, the gas based units have shown a growth of 14 per cent.  The smaller producers of sponge iron recorded a growth of 28.75 per cent.  This demonstrates the substantial increase in the demand for sponge iron in India.  India has become the largest producer of sponge iron in the world for the calendar year 2002 with a production of 6.53 million tons.

2. Tata Steel launches “Steelium” to meet target

Tata Steel launched branded cold rolled (CR) steel under the name “Steelium” to meet the targeted sales of Rs. 7 billion from this segment during the current financial year. This product is specially created to cater to the B2C segment.  Tata Steel’s share in B2C segment is about 25 – 30 per cent and that in the B2B sector is to the tune of 35 per cent.  The company has been supplying CR steel to almost all the major automobile manufacturers in the B2B segment, sources said.  During the current fiscal, the company is targeting to achieve a sales of more than Rs. 20 billion from branded products including CR steel.  In volume terms, the company is aiming to sell 3.5 – 4.0 lakh tons of CR steel during the current fiscal.

(Source: Iron & Steel Newsletter)

3.
Long Steel products to cost  Rs. 200-500 more per ton

It is reported that  due to strong domestic demand of construction grade steel, SAIL, Vizag Steel Plant and Tisco have jacked up steel prices for long products by Rs. 200-500 per ton.  This increase in prices of Long Products will be effective  from midnight of May 31, 2003.

5. National Steel Policy by Year End – Minister

The government hopes to put in place a National Steel Policy by the end of the year, which will lay down the roadmap for future development of the sector.  “We hope to have a steel policy in place by the end of this year” Steel Minister B K Tripathy said, on the sidelines of a ‘conference on global steel initiatives’, organized jointly by the Ministry, the Department of Commerce, UNCTAD and CII.  He has informed that his ministry has already circulated a draft document on the issue for discussions amongst various stakeholders.  The policy will be announced once the comments from all the parties are received.  To a query about the second round of restructuring in the steel sector, Mr. Tripathy has said the Reserve Bank is working on the issue.  Earlier, speaking at the conference, convened to firm up the country’s response to the efforts by the developed world to ink an agreement on steel subsidies, he said, “New Delhi has sought to retain the flexibility available to the developing countries under the steel subsidies agreement formulated by OECD.  Besides, New Delhi has sought non-actionable treatment for assistance granted by the Third World for tech up-gradation and modernization for the domestic industry as it faces deficiencies in infrastructure and financial markets.

(Source: The Economic Times, Delhi Edition, dated June 3, 2003)

6. Indian Steel Cos Flooding US Markets, says SSINA

Demanding protection for its products, the American Specialty Steel Industry has released statistics which, it says, provide “further evidence” that Indian producers of steel bar, angle, rod and wire are flooding the US markets to the detriment of the local producers.  The Specialty Steel Industry of North America (SSINA), which represents producers in the US, in a statement said India was flooding the market in “direct contradiction” to assurance given by the Indian government that its exports would not disrupt the American market.  The Bush administration excluded these products from the steel import relief programme announced in March 2002 which discourages foreign imports through a variety of measures.  Since then, the US industry has been confronted with import surges from India that have caused turmoil in the US market and contributed to the recent announcement of chapter 11 bankruptcy filing by SSINA member Slater Steel Inc., the statement said.  SSINA said it has made several requests to the Bush administration to include Stainless Steel bar, angle, rod and wire in the import relief programme.  The industry contends that Indian producers and government are clearly taking advantage of being excluded from the programme, despite assurances from the Indian government that the surges would end beginning January of this year.  According to the statistics released by SSINA, imports of stainless steel angle from India in the first quarter of 2003 increased 252 per cent, to 2,761 tons from 785 tons in the corresponding period in the previous year.

(Source: The Financial Express, Delhi Edition, dated 09.06.2003)

7. Global Steel Market: All Quiet for the time being

In an article, Dr. A S Firoz, the Chief Economist, Economic Research Unit, JPC has expressed the view that global steel market has remained quiet in the past three weeks.  It will remain that way for some more time.  Steel prices have not moved either way.  The downward slide seems to have more or less halted for the moment.  Dr. Firoz, therefore, concludes that positives remain strong in the long products market.  Most of these products exhibited increases over the last two quarters.  The pressure on prices in certain cases alongside the global downturn in the flat products prices is a reaction in sympathy and to some extent were determined by drops in scrap and other metallic prices.  The market seems to be poised for further gains rather than losses in sympathy.

8. Financial Recast Makes Sponge Iron attractive for buyers

Successful financial restructuring and a favourable opinion from the attorney general on the issue of tribal land have paved the path for the privatization of Sponge Iron India Ltd. (SIIL).  The government has called expression of interest from parties for sale of the entire equity of SIIL.  The company had incurred a loss of Rs. 14.88 crore during 1999-2000.   The restructuring package has enabled the company to reduce its interest cost, making it a debt-free company.  The ministry of disinvestment expects this would make SIIL an attractive proposition in the eyes of investors.  It may be recalled that the government had failed to sell it earlier.   The Union Government holds 98.7 per cent and the A.P. Government 1.3 per cent equity in SIIL.  The company has an installed capacity to manufacture 60,000 tons per annum at its factory at Khammam district in A.P. 

NEW MEMBERS

We are reproducing below the names and addresses of new members who have joined AIIFA recently.  We are grateful to these companies for their becoming Members of the Association and strengthening the voice of the Induction Furnace industry:

(i)
Name and Address

:
BAJRANGBALI ALLOYS (P) LTD.


For Correspondence


CUTTACK (ORISSA)


Membership No.


:
514

Name of the Chief


:
Mr. Dindayal Agarwal


Executive(s)




Mr. Dinesh Agarwal


Products made


:
M.S. Ingots & M.S. Tor

(ii)
Name and Address

:
SATYAM CASTINGS (P) LTD.


For Correspondence


CUTTACK (ORISSA)


Membership No.


:
515

Name of the Chief 

:
Mr. Ramesh Aggarwal


Executive(s)




Mr. Vinod Kumar


Products made


:
M.S. Ingots

(iii)
Name and Address

:
ASHOK MAGNETICS LTD.


For Correspondence


CHENNAI 

Membership No.


:
405 (Old)


Name of the Chief 

:
Mr. Ajay Agarwal


Executive




Managing Director

(iv)
Name and Address

:
LECO INSTRUMENTS INDIA (P) LTD.


For Correspondence


NEW DELHI








Membership No.


:
516 (Affiliate)


Name of the Chief


:
Mr. Amit Singh


Executive


Products made


:
Testing Equipment Supplier
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CENTRAL EXCISE CIRCULARS

We are reproducing below copies of Central Excise Circular No. 716/32/2003-CX dated 23rd May, 2003, Circular No. 720/36/2003-CX dated 29th May, 2003 and Circular No. 721/37/2003-CX dated 6th June, 2003, issued by Government of India, Ministry of Finance & Company Affairs, Department of Revenue, New Delhi for information of all members.

CIRCULAR NO. 716/32/2003-CX

DATED : 23RD MAY, 2003

Furnishing of data in relating to adjudication of cases

I am directed to refer sub-Section 2(A) to Section 11A of the Central Excise Act, 1944 which was inserted with effect from 11.05.2001 regarding determination of the excise duty (adjudication of the cases) within a period of one year and 6 months in cases any duty of excise has not been levied or paid or has been short-levied or short-paid or erroneously refunded, by reason of fraud, collusion or any willful misstatement or suppression of fact or contravention of the provision of this Act or of the rules made thereunder with intent to evade payment of duty and determination of the amount of duty of excise and in any other case respectively.  In this connection, the Board has observed that no analysis of the pending adjudication cases is being done, nor corrective/remedial measures suggested/ conveyed to the Chief Commissioners of Central Excise in cases where the pendencies are unduly high and the disposal not so prompt.  Therefore, the Board has decided that the monitoring mechanism, particularly in key result areas which include pending adjudication cases, needs to be further fine-tuned.

All Chief Commissioners of Central Excise may do the analysis of the reasons of pendency, particularly where the pendencies are unduly high and the disposals are not so prompt.  They may also suggest corrective remedial measures for early disposal of those pendecies.

Above entries should, invariably be included as part of the MTRs.  All the Commissioners/ Chief Commissioners are requested to submit the MTRs accordingly.

        Sd/-

(R.N. Kirtania)

Under Secretary to the Govt. of India

CIRCULAR NO. 720/36/2003-CX

DATED 29TH MAY, 2003

To

All Chief Commissioners of Customs & Central Excise

All Commissioners of Central Excise

All Commissioners of Customs

All Commissioners of Central Excise (Judicial)

All Commissioners of Central Excise (Appeals)

All Commissioners of Customs (Appeals)

Central Excise – Whether drawing of wire from wire rod amounts to manufacture under section 2(f) of Central Excise Act, 1944.

I am directed to invite your kind attention to Circular No. 570/7/2001-CX dated 16.02.2001 wherein it was clarified that the drawing of wire from wire rods would amount to manufacture.

In this connection, the Hon’ble Supreme Court of India has dismissed the review petitions filed by Excise Department in the case of (i) M/s Vishwaman Industries, (ii) M/s Hind Enterprises and (iii) M/s Technoweld Industries holding that such process does not amount to manufacture.

In view of the above judgements, it has been decided to withdraw the instructions contained in Circular No. 570/7/2001-CX dated 16.02.2001.  Field formations and trade may be informed accordingly.  Receipt of the circular may please be acknowledged.

Sd/-

(Lalit Kumar)

Under Secretary to the Govt. of India

CIRCULAR NO. 721/37/2003-CX

DATED 6TH JUNE, 2003

To

All Chief Commissioners of Central Excise and Customs

All Commissioners of Central Excise and Customs

All Commissioners of Central Excise (Appeals)

The Director General of Central Excise Intelligence

The Comptroller and Auditor General of India

Central Excise – Payment of duty on waste package/containers used for packing Modvatable inputs when cleared from the factory of the manufacturer availing Modvat/Cenvat Credit – Regarding.

I am directed to refer to Board’s Circular No. 470/36/99-CX dated 19.07.1999 on the above subject whereby the filed formations were informed that the Department’s appeal against the CEGAT order in case of M/s West Coast Industrial Gases Ltd. Vs. Commissioner of Central Excise has been admitted the Supreme Court.  Accordingly, they were asked to take necessary action to safeguard revenue interest.

2.
The said appeal has now been decided by Supreme Court.  The Apex Court has held that no duty could be demanded on the containers used for the packing of inputs, on which credit has been taken, when cleared from the factory of the manufacturer availing credit as these containers could not be treated as scrap or waste arising out of the manufacturing process.  Similarly, reversal of credit either on proportionate basis or otherwise is also not required as the utilization of input on which credit has been taken is not in dispute.

3.
Accordingly, it is clarified that no duty shall be payable and no reversal of credit is also warranted on waste package/containers used for packing inputs, on which credit has been taken, when cleared from the factory of the manufacturer availing Modvat/Cenvat credit.  Consequently, Circular No. 470/36/99-CX dated 19.07.1999 may be treated as withdrawn.    Trade and field formations may please be informed suitably.

Sd/-

(Vijay Mohan Jain)

Under Secretary to the Govt. of India

CENTRAL EXCISE NOTIFICATION

NO. 52/2003-CENTRAL EXCISE (N.T.) DATED 06TH JUNE, 2003

In exercise of the powers conferred by Section 37 of the Central Excise Act, 1944 (1 of 1944), the Central Government hereby makes the following rules further to amend the CENVAT Credit Rules, 2002, namely:-

1. (1) These rules may be called the CENVAT Credit (Fourteenth Amendment) Rules, 2003.

(2) They shall come into force on the date of their publication in the Official Gazette.

2. In the CENVAT Credit Rules, 2002, in rule 9A, in sub-rule (4), for the figures and words “26th day of May, 2003”, the figures and words “15th day of June, 2003” shall be substituted.

    Sd/-

(S. Sivasubramanian)

Deputy Secretary to the Govt. of India

CUSTOMS CIRCULAR

NO. 47/2003-Cus. Dated 6th June, 2003

To

All Chief Commissioners of Customs

All Chief Commissioners of Customs & Central Excise

All Commissioners of Customs

The DGRI

Section 166 of the Finance Act, 2003 – Incorporation of provisions relating to Prosecution in the Finance Act, 1989 in respect of Inland Air Travel Tax – Reg.

I am directed to invite your attention to section 166 of the Finance Act, 2003, wherein sections 46B and 46C have been inserted in the Finance Act, 1989 relating to Inland Air Travel Tax.  The sections inserted are as under:

46B.
If any carrier falls to pay to the credit of the Central Government, the inland air travel tax collected by him as required under the provisions of section 42, he shall be punishable with rigorous imprisonment for a tem which shall not be less than three months but which may extend to seven years and with fine.

46C (1)
Where any offence under section 46B has been committed by a company, every person who, at the time the offence was committed, was directly in charge of, and was responsible to, the company for the conduct of the business of the company, as well as the company, shall be deemed to be guilty of the offence and shall be liable to be proceeded against and punished accordingly.


Provided that nothing contained in this sub-section shall render any such person liable to any punishment provided in the said section, if he proves that the offence was committed without his knowledge or that he had exercised all due diligence to prevent the commission of such offence.

(2) Notwithstanding anything contained in sub-section (1), where an offence under section 46B has been committed by a company and it is proved that the offence has been committed with the consent and connivance of, or is attributable to any negligence on the part of, any director, manager, secretary or other officer of the company, such director, manager, secretary or other officer shall also be deemed to be guilty of that offence and shall be liable to be proceeded against and punished accordingly.

Explanation, - For the purposes of this section, -

(a) ‘company’ means any body corporate and includes a firm or other association of individuals; and

(b) ‘director’, in relation to a firm, means a partner in the firm.

It may be noted that the new sections incorporated in the Finance Act, 1989 contain provisions relating to imprisonment and fine for failure to pay inland air travel tax to credit of the Central Government.  The new provisions enable the Central Government to take action against the defaulting airlines, which fail to deposit the Inland Air Travel Tax to the account of Central government in spite of having collect the same from the passengers.  It may be noted that these provisions can be invoked only for offences committed after 14.05.2003.  Wide publicity may be given by issue of a Public Notice in this regard.  

Sd/-

(C.P. Goyal)
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