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E D I T O R I A L

From the Newspaper reports and matters appearing in the monthly magazines, it is noted that prices of flat products, i.e. hot rolled coils have been increased by Integrated Steel Plants (ISP) by about 50 – 60% in the last 3 – 4 months.  However, they have not increased the price of long products in the same ratios except  marginal increase.  It is noted that during the last fortnight the prices of Pencil ingot and 12 mm – 18 mm bars and rods have also increased by about  10 per cent.  No doubt, it is good for the Induction Furnace industry who are at present manufacturing mostly construction grade steel but the tragedy is that the input material costs and power tariffs have also increased.  Thus leaving no room for profit by the Induction Furnace industry.  It is really anomalous situation that cost of production has remained the same despite increase in finished product prices.  This can be controlled if the Government helps the industry by increasing the Customs duty on imported coking coal by ISPs from 5 to 15 per cent, reducing Customs duty on imported steel melting scrap to zero per cent, at the same time the runaway prices of Direct Reduced Iron (DRI) customs duty is reduced from 25 to 5 per cent.  It will help in stabilizing the prices of the two main input materials, i.e. steel melting scrap and sponge iron and also rationalize the power tariffs by creating a level playing ground between ISPs and Electric Steel making industry.  

China’s steel consumption has jumped by 85 per cent during 1999-2002 period as per the Newspaper reports.  Steel production in the world has also shown nearly 11.4 per cent growth during January 2003.  India has become the leading country in terms of production of Sponge iron (DRI) leaving Venezuela closely behind.  We understand that Venezuela has surplus DRI which can be exported by them.  We are again repeating our request before the Ministries of Steel and Finance in order to stabilize the prices of sponge iron, the import duty on sponge iron be reduced from 25 per cent to 5 per cent.   The Association hopes that under the circumstances, if the input material costs are controlled, the industry will be benefited. 

In the Budget 2003-2004 presented by the Hon’ble Finance Minister on 28th February, 2003 nothing much has been done for the Steel industry as a whole.  However, members may be glad to note that our request that Excise duty be charged from the ISPs ex-stock yard prices instead of ex-factory gate price has been accepted.  Ministry of Finance has also accepted our demand to take excise duty on monthly basis instead of fortnightly basis.  The companies have also been allowed to pay excise duty in the first 5 days of the next month without any penalty.  There had also been a reduction in charging penalties from the defaulting companies.  The changes made in the Budget 2003-2004 are given in this newsletter in para III.
II.
APPEAL TO MEMBERS FROM THE PRESIDENT

The AIIFA National Council meeting was held on 4th March, 2003 at New Delhi.  Mr. Gopal Gupta, President chaired the meeting.  11 NC Members attended the meeting to discuss the Agenda.  The salient points discussed in the meeting are given below:

(a)
Fund Collection for the renovation work of newly acquired flat.  At the request of the President for voluntary contribution, M/s R.L. Aggarwal, Gopal Gupta, Ashok Garg, Ashwani Kumar and J.K. Arora gave cash of Rs. 5000/- each.  It was decided that all members of the National Council be requested to contribute Rs. 5000/- each to Head Office in this regard.  The President also suggested that in the Newsletter, a request be made to all members of the Association to extend voluntarily financial help to the Association immediately.

(b)
Membership fee collection has been woefully inadequate.  The President requested members to make more members of the Association.  Mr. J.K. Arora, Vice-President stated that he has already made 5 members from his area.  Mr. Gopal Gupta, President stated that he has already sent forms of 4 companies.  Others were also requested to follow suit.  In addition to this he suggested that all National Council members should try to influence those members who have not yet paid membership fee for the current year as well as previous years.

(c)
President apprised members that M/s Steel RX Corporation have been requested to prepare the web-site of AIIFA.  Mr. R.P. Varshney, informed members that all material has been given to M/s Steel RX Corporation for launching of AIIFA web-site.   President informed the members that Company Profile of individual members would be put on the web-site  charging a sum of Rs. 1000/- each.  Those who want to put their company’s profile in the web-site may send their Company’s Profile along with a sum of Rs. 1000/- by DD in favour of “All India Induction Furnaces Association” payable at Delhi.  Some National Council members immediately volunteered to send their advertisement matter and pay Rs. 1000/- each.   It was decided that an appeal printed in the Newsletter requesting all members to kindly considered giving their Company’s Profile in the AIIFA web-site.  They may send the matter as well as remittance at the earliest to Head Office.  Members are kindly requested to co-operate and help the Association in launching the web-site so that company gets publicity in the international level.
III.
CHANGES MADE IN THE UNION BUDGET 2003-2004 FOR STEEL INDUSTRY

1. Central Excise Duties

Central Excise Duties as applicable to the Steel Industries.  The Hon’ble Minister of Finance has exempted the following from Excise duties.

1.1 Utensils and Kitchen articles of metals – this means that Stainless Steel utensils are not excisable goods now.

1.2 Slag arising in the manufacture of Iron and Steel is exempted from the Excise duty.  

1.3 Small Scale Industry exemption scheme – Value of exempted goods will be included for calculation eligibility limit of Rs. 3 crore under the SSI Exemption w.e.f. 01.04.2003.

1.4 SSI Exemption has been withdrawn on Stainless Steel Pattas and Pattis w.e.f. 01.04.2003.

1.5
Integrated Steel Plants : Facilities given to Integrated Steel Plants to pay Excise duty on Factory gate price even when their goods are sold from their depot is being withdrawn.  The Integrated Steel Plants will pay Excise duty on the normal transaction value of depot.

N O T E

This is the demand raised by AIIFA from the year this rule was changed by the Ministry of Finance in the year 2000.  We appreciate the Ministry of Finance accepting our demand

1.6
Monthly Payment of Excise Duty: From 01.04.2003, the fortnightly Excise duty payment scheme will be replaced by monthly payment scheme.  Duty in a month will have to be paid by 5th of the next month.  However, for the month of March 2003, the duty has to be paid by 31st March both for SSI and Non-SSI units.  

N O T E

This is the demand made by AIIFA which has been accepted by the Ministry of Finance.

2.
Customs Duties

Peak rates of Customs duty has been reduced from 30% to 25% - it means that the duty of Manganese, Ferro Manganese is reduced by 5%.

These are the only changes made by Ministry of Finance in this year’s Budget, as far as Central Excise and Customs duties are concerned.  However, they have not considered our demand (a) for CENVAT Credit on Steel Melting Scrap, (b) Excise duty reduction of 16% to 12% on Steel produced by Induction Furnaces as no CENVAT Credit can be taken on this, (c) no reduction in Customs duty on Low Carbon Ferro Chrome (LCFC), Low Carbon Ferro Manganese (LCFM) and Manganese metals has been made, (d) Concessional Customs duty on Stainless Steel units has not been made.  However, there is some relief to Small Scale Industries and (e) this Association has been pressing the Finance Ministry that the concession of Customs duty on coking coal imported by Integrated Steel Plants be increased so that the energy cost of Electric Steel making and Integrated Steel Plants are more or less same.  This has not been considered by the Ministry of Finance.
IV.
MEETING ATTENDED BY OFFICE BEARERS OF AIIFA

1.
Post Budget Meeting at PHD-CCI
PHD Chamber of Commerce and Industry, New Delhi arranged a meeting on 5th March, 2003 which is attended by Mr R.P. Bhatia, Sr. Vice-President and Mr. R.P. Varshney, Executive Director.  In this meeting where Mr. M.K. Zutshi, Chairman, CBEC and Mr. Gautam Ray,  Joint Secretary (TRU), Ministry of Finance answered to the problems raised by the members.  The Association wanted that Customs duty on Low Carbon Ferro Chrome (LCFC) be reduced from 25 to 5 per cent.  The CBEC officials were reluctant to give this concession because like similar items, two different duties cannot be given.  However, he was told by Mr. Varshney that there is difference in both the alloys – one is low carbon and the other is having high carbon.  The process of manufacture for alloys differ.  Therefore, they are not like alloys. They then agreed to examine the issue again.  

2.
Meeting with Chairman, CERC
AIIFA members met Chairman, Central Electricity Regulatory Commission (CERC) on 13th March 2003.  A representation was made on power problems faced by the industry.  The Chairman was already aware of all the points.  He said that all the points mentioned (the detailed note given to Chairman, CERC earlier and will be printed in the next issue of the Newsletter due to non-availability of  space in this issue) do not concern the CERC because it is the State Electricity Regulatory Commission (SERC) who are to be approached.  It was explained to him that our members are taking up separately some of the points concerning the SERCs.  All the same, he was requested to guide,  as to how we can go about.  He appreciated the points given in the representation.  He suggested that we may put our representation before a ‘body’ by name “FEDARATION OF INDIAN REGULATORS” (FOIR) whose office is with CERC but the Secretary has been loaned by CERC to  FOIR.  He called the Secretary of FOIR, Shri Venugopalan and gave him a copy of our representation.  Mr. Venugopalan had discussion with Mr. Varshney and suggested the manner in which we should modify our representation so that it can be taken up to the next meeting of FOIR which is likely to be held in the month of May 2003 at New Delhi.  He informed Mr. Varshney that outcome of our points will depend upon the manner we plead our case in the meeting.  The meeting will be attended by Regulators of the SERCs.  The altered representation as suggested by Mr. Venugopalan will be sent to him in a few days time so that he can include it as an Agenda for the FOIR meeting.
VI.
LAUNCHING OF AIIFA WEBSITE 

Members are hereby informed that we are launching a web-site of the Association shortly.  The web-site launching was in fact fixed for 12th March 2003 by the Hon’ble Steel Minister at Udyog Bhawan, New Delhi but due to some confusion it could not be done.  Fresh date and time has been asked from the Hon’ble Minister of Steel.  The web-site will give lot of publicity to the Association.

VI.
GLEANINGS FROM THE PRESS

III.1
Rising Steel Prices hit Furnace Units

Pressure on Profitability Forces Many to Shut Shop in Jan.

A Steady increase in the price of key raw material – melting scrap – in the International market has forced a large number of Induction Furnace units in the country to suddenly freeze capacities.  Scrap price has risen from $120 per tonne four months ago to the current level of $190 and is shooting up due to robust purchase by China.  The Induction Furnace industry, comprising over 500 units of variant sizes, has an estimated size of about Rs. 6000 crore.  While the installed capacity of this industry is eight million tonnes (MT) per annum, the capacity utilization during the fiscal year 2002-03 has been at around 4.2 MT as per provisional figures.  In the last one month, many units have virtually shut down as the pressure on profitability was so high, industry sources said.  During the last three months, China has bought six million tonnes of scrap from the world markets.  

Although the prices of main products – ingots/billets too have seen an increase in the last few weeks, the hike has not been proportionate to the rising cost of production.  Price of ingot has reached the highest level in the year at Rs. 14,000 per tonne in Delhi markets while the prices in Mumbai and Kolkata are still a few hundred rupees less.  Resistance from rolling mills, the main consumer of Induction Furnace units, has been very tough, especially during the past few weeks and buyers have started turning away, according to Mr. R.P. Varshney, Executive Director of All India Induction Furnaces Association.  The problem of rising production cost and the resultant pressure on margins is particularly acute in States like Andhra Pradesh, Madhya Pradesh, Haryana and Maharashtra, where the cost of power is comparatively high.  While 60% of the cost of production is on account of raw material – scrap or sponge iron – power is another crucial input for this industry.  Cost of power is Rs. 4,500 to 5,000 per tonne at present in States where per unit cost of power is Rs. 4-5 per kwh, Mr. Varshney said.

Many major Induction Furnace units in Maharashtra are shifting to Silvassa to escape the burden of power cost (Rs. 4.5 per unit) and to avail of the sales tax exemption in Gujarat.  Also, there is shift from Tamil Nadu to Kerala.  Currently, scrap is being used as input for 60% of the production of ingot/billets.  While 30% of this is imported, the rest is availed of locally.  The local prices have been moving in tandem with the international prices.  The alternative input sponge iron too has been turning more expensive in recent months.  Sponge iron is often used as a constituent in the scrap-sponge iron mix.  Most of the imports of scrap by local Induction Furnace units is currently being done from UAE, Luxembourg and the US.  In addition to stand-alone Induction Furnace plants, five larger units that have lately come up with sponge iron production and rolling facilities also are part of this industry.  Each of these “mini-integrated” units, like Jindal Power & Steel, Prakash Industries and Orissa Sponge Iron Ltd. Has an average installed capacity to produce around 1,00,000 tonnes of ingot per annum.

(Source: Economic Times, Delhi Edition, dated 27.02.2003)

III.2
Steel sector could rust sops for white goods

The Finance Minister may have made white goods and kitchen utensils cheaper by reducing excise rates, but if the stainless steel industry has its way, prices of these products could actually go up.  This is because the price of stainless steel, which makes up two-thirds of the body content in air conditioners, refrigerators and is the entire metal in some kitchen utensils, is very likely to go up shortly.  And the reason is more due to movements at the London Metal Exchange (LME), where nickel has gone up by over $1,000 per tonne over the past month to $9,100.    Nickel is the main input for stainless steel making and is wholly imported by the industry here.  The Budget measures have proposed a hike in the import duty of nickel to 10% from the existing 5%.  An industry official admitted that the price rise on the LME and the duty hike could prompt a revision in stainless steel rates.   Currently the Indian stainless steel industry makes 750,000 tonnes, of which 450,000 tonnes is for the utensils sector and the rest is for the white goods sector.  Of the total domestic production of stainless steel, almost 15% is in the ferritic grade which doesn’t consume nickel.  Another 5-10% is in the 300-series grade and the duty increase would result in an increase of only Rs. 1.50 to Rs. 1.75 per Kg.  Moreover, Jindal Stainless imports large quantities of scrap from which nickel is recovered.  Scrap has a duty only only 5%.

(Source: The Economic Times, Delhi Edition, dated 03.03.2003) 

III.3
SAIL, Tisco, RINL not to jack up prices this month

In a rare move, primary steel makers – Steel Authority of India Limited, Tata Steel and Rashtriya Ispat Nigam Limited have decided not to go for any early – March price hike in long products.  The change in rule for calculating excise duties proposed in the Budget is one key reason behind the steel majors’ decision to some what ease accelerating steel prices witnessed in last 11 months of current fiscal.  SAIL, Tata Steel and RINL together produces around 9 million tonne of long products.  The move to hold on to long steel prices comes at a time when international long steel prices saw a sudden jump of $15 per tonne over the last one month.  In comparison, rising flat steel prices have stabilized though contracts for April-June 2003 are being negotiated with a $20-30 per tonne increase, by Japanese steek makers for exports to China.  The Budget for 2003-2004 has proposed that excise on steel products will henceforth be charged ex-depot or ex-stockyard prices and earlier practice of excise calculation on ex-factory prices will be discontinued.  While this move will not have any major impact on Modvatable steel items, especially products which are used as intermediates, finished steel sold to end-user like construction grade re-bars, wire and rods, will be more expensive for customers, by an average Rs. 200-300 per tonne, depending on location of the depots.

(Source: The Economic Times, Delhi Edition, dated 05.03.2003)

III.4
Stewart & Lloyds to acquire Tata Korf Engg. Supply Furnace Division

Stewart & Lloyds of India has executed an agreement with Tata Korf Engineering Services Limited to acquire the furnace division of supply activities of Tata Korf as on February 18, 2003.  The move is part of Tata Steel’s initiative to move away from all non-core activities and the transfer the furnace division to Stewart & Lloyds is consequent to the company’s decision to consolidate the activities of Tata Steel’s subsidiary companies.  Tata Korf and Stewart & Lloyds are both subsidiaries of Tata Steel.  Tata Korf is a joint venture between Tata Steel Ltd. And SMS Demag, Germany, with Tata Steel’s holding at 60.5 per cent in the blast furnace technology company.  Demag, which holds 39.5 per cent stake, has envisaged an interest to exit the joint venture.  Tata Steel has been in talks with two-three companies to form a possible sell-off or a new joint venture agreement for Tata Korf.  Demag is the technology provider for the company with Tata Korf having 75 per cent market share in the mini-blast furnace category.  Tata Steel and its associate companies hold a 55 per cent stake in Stewart & Lloyd, a trading, design, fabrication, supply and erection of pipe work company.   The company has expertise in fluid handling, pipe work, engineering and experience in core sector industries.

VII.
NEW MEMBERS

We are reproducing below the name & address of new member who have joined AIIFA recently.  We are grateful to the companies for their becoming member of the Association and strengthening the voice of Induction Furnace industry:

Name & Address


:
M/s Bhupesh Steel (P) Limited

for Correspondence 


Khewra Road, Bahal Garh







SONIPAT (HARYANA).







Tel: 01302-381136/381016

Membership No.


:
503
Name of the Chief


:
Mr. Atul Agnihotri

Executive




Managing Director







Mobile: 9811 11 4652
Products made


:
Stainless Steel Ingots/Alloy Steel Ingots
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I.
CENTRAL EXCISE CIRCULAR

We are reproducing below a copy of the Central Excise Circular No. 695/11/2003-CX dated 24.02.2003  vide F.No. 268/38/2002-CX.8, issued by Department of Revenue, Central Board of Excise & Customs, Ministry of Finance & Company Affairs, New Delhi for information of all members.

Central Excise and Customs – Disposal of refund/rebate claims where Special Leave Petition/Civil Application along with Stay Application is pending at Supreme Court

I am directed to refer to clauses (1) and (2) of Board’s Circular No. 572/9/2001-CX dated 22.02.2001 which interalia provides that in cases where the Department has filed Special Leave Petition/Civil Application along with stay application against the adverse order of High Court/CEGAT as the case may be, no unilateral action should be taken by the Commissioners to release goods/order refund and decision in such cases where stay order is not forthcoming, should be taken only in consultation with the Board.  In this connection, a number of references from field formations have been received.

Board has examined the matter.  It is observed that the above guidelines requiring consultation with Board in such cases dilute the legal position that the order of High Court/ Tribunal should be implemented unless a stay has been obtained from the higher judicial forum on the implementation of the order.  Further, consultation with Board in such cases may cause into delay in finalization of the refund claims.  Accordingly, Board has decided to permit jurisdictional Commissioners to take decision in such cases on merits at their level to grant refund or release goods without seeking permission/clearance from the Board.  However, in the matter concerning Supreme Court, the jurisdictional Commissioners should continue to pursue with the Board for early disposal of stay application.

Board’s Circular bearing No. 572/9/2001-CX dated 22.02.2001 stands modified to the above extent.  Field formations may please be informed suitably.

Sd/-

(Vijay Mohan Jain)

Under Secretary to the Govt. of India

II.
CUSTOMS CIRCULAR

NO: 13/2003-Cus. DATED 3RD MARCH, 2003

To

All Chief Commissioners of Customs

All Chief Commissioners of Customs & Central Excise

All Commissioners of Customs

All Commissioners of Customs & Central Excise

Examination norms for Export goods at Port of

Export for exports by EOUs and Units in SEZs – Reg.

I am directed to refer to the Board’s Circular No. 6/2002-Cus. Dated 23/01/2002 on the above mentioned subject.  In this connection, representations have been received by the Board as to what would be the examination norms for exports by EOUs and units in SEZs.  It has been pointed out that such exports are undertaken under the Free Shipping Bills, but certain export incentives are available to them.

The matter has been examined and it is clarified that exports by EOUs and units in SEZs shall be governed by examination norms, as applicable for EPCG/DEEC schemes, prescribed in para 2.1 (D) of the Circular No. 6/2002-Cus. Dated 23.01.2002.  However, if the export consignment of EOUs or SEZs unit has been sealed by Customs/Central Excise Officer, the norms at para 2.1 (A) of the said Circular will apply.  The norms prescribed in para 2.1(B) of the said Circular for exports under ‘free shipping bill’ is applicable to only those exports which are not under any export promotion scheme.

These instructions may be brought to the notice of all concerned by way of issuance of suitable Public Notices/Standing Orders. Difficulties, if any, in the implementation of these instructions may be brought to the notice of the Board.  Kindly acknowledge receipt of this Circular.

Sd/-

(D.S. Garbyal)

Under Secretary to the Govt. of India

III.
APPROXIMATE STAINESS STEEL MARKET PRICES AT MUMBAI 

AS ON 25TH FEBRUARY 2003

FLATS Rs./Kg.

NICKEL % CONTENTS

PATA 0.70 mm Rs./kg


36.50



0.70%



49.25



35.50



0.60%



48.25



33.00



0.30%



45.25


DESCRIPTION

       ROLLING


SALEM (OPEN MARKET)





HIGH NICKEL

LOW NICKEL
0.5 mm Rs./Kg






(4%) Rs./Kg


(1%) Rs./Kg

COIL: 0.30 mm

106



89.50


122

COIL: 0.40 mm

104



87.50


  --

CIRCLES


128


        106.00


140

UTENSILS

TOPE: 0.50 mm

114.00


94.00


253.00

THALI: 0.50 mm

089.00


66.00


238.00

VATI: 0.50 mm

109.00


88.00


253.00

GLASS: 0.50 mm

104.00


90.00


253.00

(Add: S. Tax as applicable)

NICKEL (LME) IN US$
CASH

3 MONTHS

15 MONTHS   SETTLEMENTS



PER M/T ON DATE
8575/80
8550/60

8060/8110

8580

(Source: AISSIA, Mumbai)

IV.
IMPORT OF IRON & STEEL 

We are reproducing statistics in respect of Import of Iron & Steel through major Indian Ports for the period April 2002 to September 2002.

Quantity : ‘000 tonne

Value      :
Rs. Crore
    

Sl.

No.
          C A T E G O R Y
CARBON STEEL*

(INCL.SECONDS/

DEFECTIVE)
ALLOY/

STAINLESS

STEEL
TOTAL



QTY
VALUE
QTY
VALUE
QTY
VALUE

I.
STEEL

A. SEMIS
    Billets, Slabs, etc.

    Re-rollable Scrap
68.0

32.2
59.75

23.59
6.3

0.0
25.46

0.00
74.3

32.2
85.21

23.59


B. FINISHED STEEL

     1. Non-Flat Products

     Bars & Rods

     Structurals

     Railway Materials
52.9

22.4

0.00
93.22

34.00

0.00
37.3

0.0

0.0
101.56

0.00

0.00
90.2

22.4

0.0
194.78

34.00

0.00


TOTAL (1) Non-Flat Prod.
75.3
127.22
37.3
101.56
112.6
228.78


    2. Flat Products

    Plates

    HR Sheets

    HR Coils/Skelp/Strips

    CR Coils/Sheets

    GP/GC/COATED Sheets 

    Elec. Sheets

    TMBP

    Tin Plates

    Tin Plates W/W

    Tin Free Steel
101.4

11.6

219.5

176.6

40.1

27.7

1.6

26.3

14.2

26.2
164.43

19.83

263.39

275.22

110.78

107.16

2.08

51.54

30.34

42.19
11.2

0.5

7.5

32.7

0.0

0.0

0.0

0.0

0.0

0.0
44.71

3.86

27.34

88.63

0.00

0.00

0.00

0.00

0.00

0.00
112.6

12.1

227.0

209.3

40.1

27.7

1.6

26.3

14.2

26.2
209.14

23.69

290.73

363.85

110.78

107.16

2.08

51.54

30.34

42.19


TOTAL (2) Flat Products
645.2
1066.96
51.9
164.54
697.1
1231.50


TOTAL Finished Steel = (1+2)
720.5
1194.18
89.2
266.10
809.7
1460.28


TOTAL STEEL = (S=B)
820.7
1277.52
95.5
291.56
916.2
1569.08

II
Other Steel Items

(a) Pipes & Fittings

(b) Misc. Steel Items

(c) Melting Scrap    
74.4

84.1

735.3
87.57

147.88

491.99

III
Iron

(a) Pig Iron

(b) Sponge Iron (High Grade raw ground)

(c) H.B. Iron
0.4

0.5

0.0
0.59

1.14

0.00

IV
Ferro Alloys
18.2
59.84




GRAND TOTAL
1829.1
2358.09

*Imports of materials to Specification IRS-M41/CORTEN – ‘A’ are included under carbon steel.

(Source: JPC, Kolkata)
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