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EDITORIAL

A number of reports are appearing in Newspapers criticizing the National Steel Policy as it is being drafted by the Ministry of Steel.  It seems that a group of Economists and others from the Integrated Steel Plants are trying to create mischief.  The National Steel Policy is being criticized by them stating that it is a Government of India document and not of Industry.  Such criticism is misplaced.  In the opinion of AIIFA, the National Steel Policy as drafted by the Core Group of Task Force hailing from Government, Integrated Steel Plants and Secondary Steel sectors is a very well drafted policy document taking care of all sectors.  We denounce such criticism.  There is also an Editorial appearing in Economic Times dated 20.10.2003 (extracts given in this newsletter), which has gone to the extent of telling that there is no necessity of Ministry of Steel to exist.  AIIFA suspects the hand of “Indian Steel Alliance” in leaking out certain matters, which are circulated in the meetings taken by the Steel Ministry. We are sorry that a leading newspaper like “Economic Times” should indulge in such misplaced propaganda.  It is know that integrated steel plants particularly Tisco want to dictate steel policies.  It has no interest of consumers of steel and want in indulge in making profits.

GLEANINGS FROM THE PRESS

Power Tariff Policy 

We are reproducing below an article published in the Hindustan Times, Delhi Edition, dated 14th October 2003 on the Power Tariff Policy.  Members may kindly note the points made by the correspondent in this regard.

“With the N.K. Singh helmed task force on power completing the first round of presentations in Mumbai last week, the future of the draft National Tariff Policy for the power sector in line with the newly enacted Electricity Act is still being debated.  For the uninitiated, the Power Ministry, in line with the requirements of the Act had issued a draft National Tariff Policy that for various reasons had got embroiled in controversies.  The main objection against the draft policy (and the objectors included a vociferous CERC and other State Regulatory Commissions) was that it transcended its scope and encroached upon the jurisdiction of the regulators.  The key is to bring uniformity in the tariff setting process.  Since the job of tariff setting has passed on from State Governments to the regulatory commissions, each regulatory commission has tried to follow its own principles for tariff setting, with the result that there has been a complete lack of uniformity on this very important subject.  One of the most important goals of any tariff setting mechanism is to send economic signals to the market for attracting investments into the sector.  The power sector today is badly in need of capacity augmentation and T&D reforms and both these things require significant investments.  The magnitude of investments at Rs. 9,00,000 crore over the next eight nine years is mind-boggling by any standards, The role of the tariff policy is not only to ensure that a significant portion of these investments is met by internal generations of the sector but also to ensure that the sector is attractive enough to garner external investments.

In a nutshell, the recommendations entail generalized statements, which do not go beyond laying the guiding principles for tariff setting.  Effectively, the recommendations have added little to what has already been laid down under the Act and the various consultative papers issued by various commissions in the past on principles to be followed for tariff setting.  The Forum of Indian Regulators (FOIR), which has members of all Electricity Regulatory Commissions, has taken this stand.  A gradual consensus is emerging in the sector among all the key stakeholders including the regulatory commissions that tariff setting needs to move away from the current cost plus regime to a regime which places a premium on efficiency and at the same time penalizes inefficiency.  This transition would be of utmost importance to the sector and unless handled carefully may give rise to complete chaos and may do more harm than good.  It is also unclear from the recommendations whether the current cost plus methodology would be based on normative parameters of cost or whether everything would continue to be pass through in tariff at actual (in fact the policy paper at two places still talks about pass through of FOREX variation and tax)”.

Powering on

States need to convert numbers into cash

The Financial Express, Delhi Edition, dated 14.10.2003 in its editorial has given information about the Power Tariff for various types of industrial, domestic and commercial consumption of power.  It has stated that the Regulatory Commissions which by now have been constituted in almost all the States of India are trying to correct a wrong picture put out by various State Electricity Boards showing the share of agriculture to be rapidly increasing over the past 50 years.   In the editorial, the editor does not agree with this view.  According to it what actually is consumed by the farm sector is much less.  It reflects all the ills of the power sector in the form of theft of power, which is being crudely passed into agricultural consumption, as supply to this section is, by and large, un-metered.  This is also not reflected in transmission and distribution loss figures, which should ideally show technical as well as commercial losses.  Ever since the Regulatory Commissions started cracking the whip on State Electricity Boards, this tendency to dump unaccounted energy on to agriculture has reduced, which is reflected in the sectoral downtrend in consumption.  There are many deficiencies in the consumption figures as given out by SEBs.  The industry is now shifting to more captive generation rather than depending on SEBs.  After all, corrections and then projections of a reasonably accurate 40 per cent T&D loss figures does no good for the image of this sector.  Thus, while accurate information is crucial for making investment plans it is equally, if not more important for the HT Consumers.

AIIFA Views

While we appreciate the views given in the editorial, there are some gray areas, which have not been covered by the editor.  Many State Governments supply power free or charge a nominal price.  This should stop.  The agriculturists are not only misusing power (running small factories without paying power tariffs) or using inefficient pumps and machinery and using more power than needed.  They should be disciplined.
JOINT WORKING GROUP BY INDIA AND CHINA

A show has been organized by CII at Beijing, China.  According to the report appearing the Indian Steel alliance – a representative body of Integrated steel plants and big producers of Iron and Steel in India have made an understanding with the China Iron and steel Association that a joint working group be formed between the two countries.  Dr. J.J. Irani, chairman, Indian Steel alliance said the working group the first industrial level-working group would discuss Indo-China co-operation on Iron Ore and steel and address the issues, which jeopardize the interest of industry of the both countries.  

This sort of understanding has been made without taking into confidence.  The Ministry of Steel, Government of India is no doubt a welcome step for steel industry.  But it is felt that such a step of “Indian Steel Alliance” will not promote the “Secondary Steel sector products”.  It is therefore; felt that government of India should not encourage Indian steel Alliance (Iron & Steel body) to function independently without taking into confidence of the industry.

STEEL FOR COMPETITION

We have gone through the editorial printed by Economic Times, Delhi Edition on 20th October.  People connected with the steel industry and other organizations, which have to deal with Ministry of steel, will find this editorial somewhat embarrassing.    Ministry of Steel is at present carrying out coordinating work of the various sectors in the Steel family.  It has already given up the earlier role of managing Public Sector Undertakings like SAIL, Tisco and Salem Steel Plant, etc.  Office of Development Commissioner, Iron & Steel is now closed. All the same there are many matters, which concern the Steel Ministry, which can be looked after by an apex body like the Ministry of Steel.  Therefore, to make a wild suggestion that “the least Government can do is to ask the ministry of sit ideal and do nothing.”  

This Association respects the Economic Times for its broad views but it fails to understanding why such provocative remarks exclusively for Steel Ministry are made. 33% of the Crude steel is being produced by Secondary Steel Sector and overall  56% of the steel products are produced by  Re-rolling Mills, Forging units, Cold Rolling Mill, etc.  All this in Secondary Steel manufacturing sector.

Economic Times is advocating that steel prices by main producers should be kept high.  Perhaps the Economic times is not aware of the problems faced by steel consumers in the country and whether our economy can afford the high prices increased by basic steel producers.  No doubt prices are governed at present by international conditions where the prices have no doubt increased but in our view it is a temporary phenomena.  In fact due to demand for steel in china currently prices are been jacked-up.  But this bubble may burst at any time and the prices will crash.  All calculations by the international economist show a rising picture of demand for steel in China may prove wrong if the Dragon turns its tail to beat international producers.

These sectors depend for many matters on the Government directions. The secondary steel sector is at present pressing the government to form a broad based JPC, so that instead of only looking after Integrated Steel Plants and Main Producers, the Secondary Steel Sectors can be looked after by an Apex Body i.e. Ministry of Steel.  The Secondary Steel producers have noted with regret that integrated steel plants and other main producers who have formed “Indian Steel Alliance” do not want the secondary sector to exist in India because they do not want any competition.  We, therefore, depreciate such propaganda by Economic Times supporting Indian Steel Alliance”.

DEPB Scheme upto March 2005

DEPB Scheme will continue upto March 31, 2005, said L. Mansingh, Director General of Foreign Trade (DGFT).  The difficulties faced by exporters in connection with the verification of DEPB at customs has been taken up with the department of revenue and suitable guidelines will be issued shortly, he said at the interactive meeting with members of Synthetic and Rayon Textiles Export Promotion Council (SRTEPC) here.  The fact that the textile sector is increasingly facing problems on account of anti-dumping and countervailing measures in many importing countries indicates that the textile industry has consolidated its position in the international market.  Referring to the post-quota regime in 2005, he said that Indian Textile industry is capable of excelling in exports and must take advantage of the growing opportunities.   SRTEPC Chairman, Rakesh Mehra expressed concern at the appreciation of rupee, adversely affecting competitiveness of exports.  He also emphasized the need for more WTO-compatible schemes for effectively neutralizing the various taxes in order to increase exports.
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 the Association and strengthening the voice of Induction Furnace industry:

(i)
Name & Address


:
SHARU STEELS LIMITED

for Correspondence

:
B-48, Phase-VII, Focal Point,  Ludhiana

Tel : 2672879

Fax : 2673879


Membership No.


:
524

Name of the Chief


:
Mr. Kewal Krishan Garg
Executive 




Director

Products made


:
All types of Alloy Steels

(ii)
Name & Address


:
PAUL STEELS PVT. LTD.

for Correspondence


Adjoining Village, Govindgarh, 

Focal Point, Ludhiana

Tel : 2674879


Membership No.


:
525


Name of the Chief


:
Mr. Rajesh Gupta
Executive 




Director

Products made


:
Alloy Steels

(iii)
Name & Address


:
NIRMAL INDUCTOMELTS (P) LTD.
for Correspondence


7/247, Vidhyadhar Nagar







JAIPUR – 302 023







Tel: 2336751/2336752


Membership No.


:
526


Name of the Chief


:
Mr. B.B. Mallick
Executive (s)



Smt. Nirmal Mallick


Products made


:
New unit
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MPERC ORDER

Members are hereby informed that recently Madhya Pradesh Electricity Regulatory Commission passed an order on a similar issue brought to its notice directing MP Electricity Board to expedite action on request for reduction in load.  A copy of the order passed by MPERC is reproduced below for information.

O R D E R

(Passed on this day 5th August, 2003)

Shri R. Ramanuam, Consultant, appears for the Petitioner)

Shri Suresh Negi, E.E. (O) appears for the Respondent Board.


The petition has been submitted on 12.06.2003 in the matter of reduction in Contract Demand from 2500 KVA to 1200 KVA.  The petitioner submits that they are availing contract demand of 2500 KVA from MPSEB and the period of agreement is over w.e.f. 17.04.1994. The petitioner had requested the Board for reduction of contract demand from 2500 KVA to 1200 KVA in view of installation of an economical co-generation captive power plant and taking several conservation measures but the Board refused to reduce the demand.  Petitioner further submits that since the agreement period is over they are entitled to reduction in contract demand to zero by giving 3 months notice.  The petitioner also submits that 13(d) of the HT agreement is not applicable in case where period of agreement is over.


The respondent Board submits in its reply that the petitioner’s present contract is 2500 KVA and the highest maximum demand during the last year is 1040 KVA.  Respondent Board also informs the Commission that petitioner is making payment of monthly energy bills and other charges regularly.  The respondent Board in its reply has stated that is at the discretion of the Hon’ble Commission to make decision in the instant case along with safeguarding the interest of the Board.


Considering the facts of the case, the Commission feels that the grounds stated by the petitioner are satisfactory and cannot be said as non-compelling reasons for reduction in contract demand.  On the question asked by the Commission, what the compelling grounds, officer present on behalf of the Board, could not reply.  Therefore, the Commission in exercise of policies under section 9(e) and 15(4) (a) of M.P. Vidyut Sudhar Adhiniyam, 2000, directs the Board to reduce the contract demand from 2500 KVA to 1200 KVA from the date of order of the Commission.  Compliance report may be submitted to the Commission within a month.  Board will be at liberty to sell the additional power to other consumers.

Ordered accordingly,

        Sd/-





Sd/-




Sd/-

(D. Roybardhan)



(R. Natarajan)


(P.K. Mehrotra)

Member (Engg.)



Member (Econ.)


Chairman

CENTRAL EXCISE NOTIFICATIONS & CIRCULARS

CENTRAL EXCISE CIRCULAR

NO. 751/67/2003-CX DATED 30.09.2003 (F.NO. 267/47/2003-CX.8)

To

All Chief Commissioners of Central Excise & Customs

All Commissioners of Central Excise & Customs

All Commissioners of Central Excise (Appeals)

The Director General of Inspection for Customs & Central Excise

The Comptroller and Auditor General of India

Utilization of Credit of AED (GSI) towards payment of CENVAT duty – reg.

I am directed to refer to notification No. 13/2003-CE (N.T.) dated 01.03.2003 vide which CENVAT Credit Rules, 2002 were amended inter-alia to provide for utilization of credit of Additional Duty of Excise leviable under Additional Excise Duty (Goods of Special Importance) Act, 1957 {AED (GSI)} for payment of CENVAT duty.  Subsequently, Board had issued a circular No. 700/16/2003-CX dated 06.03.2003 stating that the reason for the amendment of CENVAT Credit Rules, 2002 existed even prior to 01.03.2003 by way of deletion of article 272 of Constitution of India.  It was clarified that the credit of Additional Excise duty (GSI) accrued prior to 01.03.2003 can be used for the payment of CENVAT duty.

Consequent to this, Board’s attention has been drawn to availment of credit in the months of April to June 2003 of AED (GSI) by certain manufacturers for the goods received prior to 01.03.2003.  The credit has been availed of by certain manufacturers for such inputs received prior to 01.03.2003 where the duty of AED (GSI) was paid on inputs but no credit of such duty was taken at the materials time as AED (GSI) was not leviable on finished goods manufactured out of these inputs.  Certain examples of such finished goods are Tyres, Aerated Water, Biscuits, Shoes, Readymade garments, etc.

The matter has been examined by the Board and has been referred to Law Ministry for their opinion whether credit of AED (GSI) accrued to 01.03.2003 can be availed of and used for the payment of CENVAT duty as well as AED (GSI) on or after 01.03.2003.  Accordingly, it is advised that necessary action to protect the revenue may be taken notwithstanding anything contained in the Board’s Circular No. 700/16/2003-CX dated 06.03.2003 on this issue.  In this connection, TRU has already issued instruction vide letter F.No. 354/95/2003-TRU dated 10.09.2003, which may also be referred to.

The details of availment of credit of AED (GSI), after 01.03.2003, of duty paid on inputs which had been received prior to 01.03.2003 by the manufacturers whose final products do not attract levy of AED(GSI) during the period prior to 01.03.2003 may be furnished commodity wise in each Commissionerate to the undersigned on or before 10th October 2003.  Field formations may please be informed suitably.

Sd/-

(Vijay Mohan Jain)

Under Secretary to the Govt. of India

CENTRAL EXCISE CIRCULAR

NO. 746/62/2003-CX DATED 22.09.2003 (F.NO. 390/85/2003-JC)

To

The Chief Commissioners of Central Excise & Customs (all)

The Commissioners of Central Excise & Customs (all)

DGICCE; DGRI; DGCEI

CDR; Jt. CDR, Mumbai, SDR Chennai, SDR Kolkata, SDR Bangalore

Effective handling of Central Excise & Customs Appeals,

Recommendations of the Expert Group – Instructions reg.

Attention is invited to Board’s Circular No. 710/26/2003-CX dated 23rd April 2002 issued from F. No. 390/198(M-2)/2002-JC, wherein field formations were sensitized on the need to remove deficiencies and inadequacies in the manner of filing departmental Appeals.  As you are aware, an Expert Group under the Chairmanship of Shri R.K. Tiwari, Chief Commissioners, Customs and Central Excise (Pune Zone) was constituted to bring out an in-depth study of departmental procedure in appeal matter and to find out lacunae in dealing with appeal cases at all levels.  The Expert Group while submitting its report has made some valuable suggestions based on which the following guidelines are being issued for strict compliance by the field formations: -

(i) In order to have a systemic check, the Chief Commissioner should scrutinize 10% of the orders of the Commissioner (Appeals).  The Chief Commissioners should undertake periodical inspection in this regard, and devise his own method of such scrutiny.

(ii) The adjudicating authority should take adequate care in pass judicious, well reasoned orders, correct in law, irrespective of whether in favour of or against revenue. 

(iii) For out-of-turn early hearing of the cases with high revenue stakes the Commissionerates should make Miscellaneous Applications indicating clearly the grounds for such prayer.  Such Miscellaneous Applications are to be filed in terms of Rule 28C read with Rule 28A of the CEGAT (Procedure) Rules, 1982.

(iv) Similarly in order to get the interim Stay Orders vacated, the Commissionerates must take proactive measures by filing Miscellaneous Petition before Supreme Court/High Court/CESTAT for early hearing, specifying the grounds clearly.  The Commissioners must follow-up these matters at appropriate levels after filing of the Miscellaneous- Petitions.

(v) There should be prompt follow-up of appeal matters, particularly in respect of Civil Appeals/SLPs before the Supreme Court, through effective liaisoning between the Directorate of Legal Affairs and the Commissionerates on one hand and between the Directorate and the CAS of the Ministry of Law on the other hand.  Commissioners should ensure that a mechanism is in place for constant interaction with Directorate Legal Affairs w.r.t. appeals of their jurisdiction.  Similarly the Directorate should ensure facilitation of departmental appeal matters with CAS and Ministry of Law.

(vi) The Directorate should also play an important role in getting the old cases listed for hearing in Supreme Court, in coordination with the concerned Commissionerates.  In order to get interim stay orders vacated from the Supreme Court, the DLA should tie-up with the Commissionerates for filing of Misc. Application for early hearing.  Necessary co-ordination in this respect may be ensured.

(vii) The Commissionerates should tie-up with the Directorate of Legal Affairs so that during the long vacation of Supreme Court and Delhi High Court, conversant officers of the Commissionerates are sent to the Directorate for reconciling the pending matters.

(viii) As regards cases before the Supreme Court and the Delhi High Court, the Commissioners must ensure that conversant officer from the Legal Section is deputed during the long vacation period, in co-ordination with the DLA, for reconciling the pending cases before Supreme Court and Delhi high Court.  The DLA can thereafter pursue the Miscellaneous Petition filed for out of turn early hearing of the pending matters.

(ix) The Directorate should obtain information in respect of the Supreme Court orders/ decisions in favour of the Revenue, and pursue with the Commissionerates for the implementation of the Supreme Court Orders and recovery of Revenue.

(x) A mechanism should be put in place by all Commissioners to track the fate of the Reference Applications filed in the cases, prior to July 2003.

(xi) A Special Watch Register may also be maintained which should contain inter-alia the details of para-wise comments and Cross-objections, if any, filed by the Commissionerate.

(xii) The standard control register with standard columns relating to adjudication, appeal at different levels, etc. as already prescribed, should be regularly maintained and abstracts drawn on a monthly basis, which should invariably be inspected by the in-charge D.C/A.C and other senior officers on monthly basis.  

(xiii) A list of orders favourable to the Revenue relating to a particular Commissionerate must be prepared by the Addl. /Jt. Commissioners in charge of Legal and Tribunal Section of the Headquarters, and circulated to all the Divisions for getting the revenue recovered.

Receipt of the above circular may be acknowledged.           


Sd/-

(B.K. Gupta)

Joint Secretary (R)
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