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EDITORIAL

The XXth AGM of the Association was held on 16th November 2005 at Hotel Le-Meridien, New Delhi.  The event was inaugurated by His Excellency Shri R.L. Bhatia, the Governor of Kerala and the Guest of Honour was Mr. J.P. Singh, Joint Secretary, Ministry of Steel.  Over 150 persons participated in the AGM & Interactive Seminar.  The President’s speech is being reproduced below for information of all members.  

Mr. J.P. Singh assured the Induction Furnace industry that their interest will be looked after in the National Steel Policy when it is discussed in details.  He also assured that Ministry of Steel will recommend to the Ministry of Finance about reduction of Customs duty on Low Carbon Ferro Chrome and Low Carbon Ferro Manganese which is used by the industry.  In regard to power, he stated that this point is worth discussing with Ministry of Power.  The Association will have to take it up on their own with Ministry of Power and Central Electricity Regulatory Commission.  However, Ministry of Steel will send a recommendatory note to Ministry of Power in this regard.  

His Excellency Shri R.L. Bhatia stated that the Induction Furnace industry has really passed through many ups and downs and has survived in the long run.  He hoped that in future, the industry will contribute towards the Indian economy by producing good quality steel in greater quantity.  

In the Panel Discussion session, Mr. Sushim Banerjee of SAIL stated that the Secondary Steel producers have to supplement the production from Integrated Steel Plants.  In regard to prices which at present have shown declining trend, an optimism note was given by Mr. Banerjee and other distinguished panel members that it may improve 2006.  Greater investment in infrastructure in India in the Budget 2006-2007 will mean more demand of steel, etc.

PRESIDENTIAL ADDRESS ON THE OCCASION OF XX ANNUNAL GENERAL MEETING & INTERACTIVE SEMINAR ON 16TH NOVEMBER 2005 AT NEW DELHI

His Excellency the Governor of Kerala Shri R.L.Bhatiaji, Shri. J.P.Singh Ji, Joint Secretary, Ministry of Steel, Shri Jitendra Singh Ji, Sh. J.K.Arora Ji, Sh. Kamal Aggarwal Ji, Sh. R.P.Varshney Ji, and other dignitaries on the dais, Distinguished Industrialists, Delegates, Ladies and Gentleman,

Gold for the mistrees-silver for the maid.

Copper for the craftsman, cunning at his trade.

“Good” said the Baron, sitting in the Hall.

“But, Iron-Cold, is the master of them all.

This is how, Rudyard Kipling the famous poet said it all, about steel, in just four lines. And we must be proud that we are in the business of steel making.

I also feel honoured at addressing the AGM of AIIFA for the 3rd year in succession and at the confidence reposed in me by the members. I thank them for their continued support and helping me to take decisions for the benefit of the industry.

At this occasion, it will be worthwhile to take a look at the current scenario of the steel industry.

CURRENT STEEL SCENARIO

The steel industry is highly cyclical in nature and with the integration of Indian economy with the world after liberalization started, the fortunes of steel industry in India have been intricately linked with steel industry worldwide. As in rest of the world, we seem to be entering the recessionary phase once again after the buoyancy of the last 2-3 years mainly due to international factors such as reduced demand in China.  This slowdown is having a big effect on Induction Furnaces too, here in India. Some Induction Furnace units have reduced their production and also some new units which were installed recently have suspended their production.

This has made it imperative to look at the ways to increase domestic consumption of steel in India which is very low at present. Here I would like to put some statistics to press my point. The per capita consumption of steel in India in 2004 was about 30 kg against 200 kg in China, 700 kg in Japan, 900 kg in Taiwan and Korea. It shows that India lags far behind not only developed countries but even developing countries in steel consumption. It also shows that there is a big scope and potential for increase in the consumption of steel in India particularly the Rural areas where steel consumption is negligible.  It is now believed that after China, it will be India now that will drive future demand growth because of fast growing economy backed by a strong GDP growth, infrastructure development, low level of per capita consumption at present and large population. The national steel policy of India has envisaged a growth rate of 7.3. percent over the next 15 years.  

STATUS OF INDUCTION FURNACES 

In the context of Steel Industry in India and formulation of policies by Govt. of India, Induction Furnace units are categorized as Secondary Steel Producers along with Electric Arc Furnaces vis-à-vis Primary Steel Producers comprising of large integrated steel plants producing steel through Blast Furnace route. While Primary producers use Iron Ore as raw material and Coal & Gas as source of Power, we the secondary steel producers are mainly using electricity as source of power and steel scrap and sponge iron as raw materials. The Induction Furnace units in India are mainly producing Mild Steel or Carbon Steel, but many Induction Furnace units in India are also producing Stainless Steel and Alloy Steel with or without AOD/VOD converters. Rolling Mills also find place in the Secondary Producers category. 

According to estimates, the production in the year 2004-05 by Induction Furnaces was nearly 5.0 million tons whereas the installed capacity will be going up to estimated 11 million tons with some new units coming and additional capacity creation being undertaken by some existing units. Because of recessionary conditions prevailing now, the production by Induction Furnaces this year may be less than 5 million tons. The production of stainless steel by Induction Furnaces is estimated between 4-5 lakh tons in the year 2004-2005 against the total production of around 17  lakh ton by all producers in India.

In the national steel policy recently announced by the Govt. of India, it is expected that FDI   in the steel industry along with domestic investment will take place in large integrated steel plants. So, all the focus and attention of the new steel policy is on the Primary Steel Sector while completely ignoring the Secondary Steel Sector. The Policy mentions about the availability of iron  ore, coke etc. for manufacture of steel through integrated steel plants. There is no mention for making steel by using power in the steel policy. It has totally overlooked the requirement of power and raw materials for the steel making by secondary producers, which, to my mind, is not a wise and correct thing to do, considering the vital role played by this sector in the national economy. In Europe and USA the steel produced by Electric Furnaces in nearly 40% of total steel production.  The Secondary Steel Sector comprises more than 3000 manufacturing units widely dispersed and exists in all states of the country. This sector is generating huge employment and has a very big contribution in meeting the local demand of the rural and semi- urban areas which is not taken care of by Primary Producers thus filling a big gap in demand and supply. There are several special products the demand of which is mainly met by this sector. Its contribution in the production of Long products is more than 50 percent and its share in the production of construction steel between 60-70 percent. The quality of Steel produced by this sector by this sector is no less than that of Primary products. Besides fulfilling local demand, its contribution on the exports front is also significant. I urge the Government to remove the anomalies in the National Steel Policy. Here, I would like to invite attention of the policy makers and authorities towards some of the pressing problems faced by Secondary Steel Sector and more particularly Induction Furnace units.

POWER TARIFFS AND SUPPLY 

Power is like a raw material for us as it constitute a very big portion of total cost of production. Slight increase or reduction in the power cost very severely affects the cost of products, the competitiveness of the sector and the prices. We are not demanding subsidized rates of power for us, but we want cross subsidy to end which is given to some other sectors at our cost. We should be allowed Open Access- freedom to purchase power directly from Power Plants-NTPC etc. at their supply rates as charged from Electricity Boards or Distribution Companies. We are ready to pay wheeling charges but the cross subsidies must end in the liberalized economy. The effect of cross subsidies and inefficiencies of the State Boards is that we are getting power at rates between Rs. 3.70 to Rs. 5/- while the State Boards get it from NTPC or other power plants at rates between 1.40 to 2/- rupees. The lower cost of power will result in lower costs of production and lower prices of finished products which will ultimately benefit the consumers. Further, there are wide disparities in power tariffs between different states which must be removed. Integrated steel plants import coking at concessional custom duty rates which means cheaper energy to them but no concessions on energy is available to Electric Steel making furnaces on energy or power. 

EXCISE DUTIES ON STEEL

The duty structure on steel must also be rationalized. In the last budget, the Excise duty on steel products was increased from 12% to 16%. It was a retrograde step by the Government. Steel industry needs support from the Govt. in terms of lower excise duties to sustain growth and to increase consumption of steel for infrastructure development and in the construction sector. The prices of steel has a direct bearing on the cost of infrastructure projects and it has a multiplier effect on the inflation. Thus, there is a strong case for reducing the rate of Excise Duty on steel from 16% to 8%. There are also disparities in existence with regard to rate of Excise duty on Steel in different regions. Some regions are enjoying lower rate or nil rate of duty. This has very severely affected units in operating in the adjoining regions who are finding it extremely difficult to survive because of duty disparity. Incentives may be given for certain regions or areas for some specific reasons but at the same time some mechanism should also be devised to ensure that the units operating in adjoining areas are not adversely affected so that they are not forced to shut sown.

CUSTOM DUTIES     

The lowering of custom duties on raw materials in the last budget was a right step, but the lowering of custom duty on finished and semi-finished products has increased imports and dumping of these products. This is causing harm to the domestic industry. In the first six months of this financial year about 1.5 million tons of steel has been imported. This is jeopardizing the viability of this sector. It is necessary that adequate protection to the domestic industry is provided and custom duties on finished and semi-finished products should be increased. Some raw materials such as low carbon Ferro chrome and Ferro manganese necessary for making stainless steel are still attracting high rates of custom duties. Duties on these Ferro alloys must be reduced to 5% from 10%.  Association suggests that the ‘end-use certificate’ from actual users as prescribed now by Ministry of Finance may be discontinued as it does not serve any purpose. It will avoid industry unnecessary harassment. 

STEEL SCRAP

Another problem facing the industry is shortage of steel scrap because of coming up of a lot of new units and increase in installed capacity by many of the existing ones. As not enough scrap is available locally, the industry is heavily dependent on imports. The prices of steel scrap has witnessed very wide fluctuations during the last year creating a sense of uncertainty in the industry. Some of the restrictions put by the Government on import of steel melting scrap during the last year have made the matter worse for the Secondary Steel Producers. We appreciate that the security and safety of the nation and its people cannot be compromised, but at the same time it should also be ensured that the flow of imports of the steel scrap is not hampered. Some of these restrictions need to be re-looked into so that an assured supply of this main raw material is maintained at competitive prices. Greater certainty of input costs will help in maintain stability in the prices of finished products for the consumers as well. 

REPRESENTATION ON JPC

The Association has been raising these issues at various Forums with full-force and also interacting with concerned departments, agencies and authorities from time to time.  In my address last year, I had pleaded that JPC should be broad based.  It must have representatives of secondary steel sector also as members.  We have pleaded our case several times before the Ministry of Steel.  At present, the members of JPC are 4 representatives of SAIL, one representative from TISCO, RINL and Railways as an importer consumer.  There is no representatives from secondary steel producers.  This gross discrimination must end after decontrol and liberalization in steel sector.   I hope our voice will be heard by the Government and we, the Secondary Steel Producers, shall be given due recognition and support.

FUTURE PERFORMANCE

The performance of the Secondary Steel Sector and particularly the Induction Furnaces in coming years shall depend on how we face the challenges ahead.  Cyclicality of the steel industry is inevitable and in this aspect we are riding the same boat as the Primary producers.  We have to find ways to overcome this by changing product mix, finding new markets, cutting of cost of productions and backward and forward integration.

Wish you all, the very best of everything and thank you very much for the patient hearing.

GLEANINGS FROM THE PRESS

Jindal to set up Green field Steel Plant in Jharkhand

Jindal South West Steel (JSW) has proposed to set up a Rs. 35,000 crore ($8 billion) integrated steel plant at Jharkhand. With 10 million tons of capacity located near 
Hesalong in Saraikela Kharsawan in Jharkhand.  As per the MoU the government has promised 500 million tones of iron ore for 30 years to JSW for captive use. In addition, the government has assured an additional 20-year mining lease for 300 million tons of iron ore to the company.  The project is expected to be completed in seven years from the date of getting all the clearness. With this expansion, JSW’s total steel capacity would cumulate to 17 MTPA from the current capacity of 2.5 MTPA at its plant at Bellary in Karnataka which is being enhanced to four MTPA by March 2006.

Increase in Steel Imports 

Steel imports into India have grown by 60%to 1.5 million tons in the first half of the current fiscal year (April-September 2005) compared to the corresponding period of the previous year.  The average import prices of steel are in range of $360per ton freight on board (FoB). These prices do not include customs duties.  Exports from India has, however, dropped by 6% to 1.9 million ton in the half of the financial year. Total production for the period has increased by 7.5% to 19.68 million ton.  The nations which have exported huge quantities of steel to India include Russia, Ukraine, Egypt, Germany and Romania. Of the 1.5 million ton of steel imported into the country, 1 million ton were hot rolled coils while the remaining were other varieties.  

Tata to setup joint venture steel project in Jharkhand with BlueScope of Australia

Tata Steel and Australia’s largest steelmaker Blue Scope Steel have agreed to enter into a partnership to form a new joint venture (JV) Company in India to manufacture steel products. The JV will have a new facility in the state of Jharkhand with an annual metallic coating capacity of 2,50,000 ton and point line capacity of 1,50,000 ton. The capital cost of the project will be approximately Rs 900 crore and would be operational by mid 2008, the release said.  Blue Scope Steel is an international flat steel solutions company with manufacturing and marketing footprint spanning Australia, New Zealand, Asia and North America.

To Attract FDI Steel to get fiscal in Incentives 

The steel sector, which has attracted the country’s largest foreign direct investments of $21 billion from global giants like Posco and Mittal Steel, is expected to get fiscal incentives comparable with infrastructure projects.  The National Steel Policy (NSP), which sets a 110-million ton target for domestic steel production by 2019-20, has noted the ‘anomaly’ that deprives the steel sector of fiscal incentives available to infrastructure projects.  The policy promises to examine the issue in detail, and formulate corrective measures.  At present, infrastructure status for other sectors means a tax holiday for 7-15 years in addition to generous custom benefits. Budget 2005-06 has hiked the excise duty on steel from 12% to 16%. Basic custom duty ranges between 5% and 20% after the custom duty on seconds and defectives was reduced from 40% to 20% from January this year, and budgetary changes saw a reduction in duty on refractories and their inputs to 10% and on alloy steel and Ferro alloys from 15% to 10%. The coming Budget may, therefore, afford room for further reductions.

Plan to implement open-access in power supply   

The Ministry of Power is working with the Forum of Regulators to implement open-access scheme in power sector. The regulators have already worked out methods by which surcharge in open access are to be calculated. Broadly, 19 states have made it possible for consumers to choose who they buy their power from. These states have followed either the avoided cost method, or embedded cost or average cost method for calculating surcharge. A task force has been set up, comprising five to six regulators, a member from the Central Electricity Authority and a government representative. The taskforce will submit its report within the month. Their   task is to harmonize the different methods of calculating various charges involved in ensuring open access.  Another taskforce has been set up to work out ways through which captive power plant owners find it worthwhile to sell their surplus power to the grid.

Orissa signs MoUs for 6 steel project worth over Rs. 22,000 Crore. 

Orissa government has signed MoU with 6 additional steel companies for establishing projects which will bring in investment to tune of Rs. 22,975 Crore to the state. Jindal Steel and Power Ltd has signed a revised MoU for setting up a 6 million tonne steel plant. Bhusan steel and Strips Ltd has signed an arrangement for setting up a 3 million tonne steel plant with an investment of Rs. 5,828 crore.  Jindal Steel and Power Ltd have earlier signed an MoU for setting up a 2 million ton plant at cost of Rs. 3,850 crores. The other companies who signed MoUs are Rungta Mines Ltd, Stats Steel India (p) Ltd, Jai Balaji Jyothi Steels Ltd, Brand Alloys Ltd and Eastern Steels and Power Ltd. Rungta Mines Ltd proposed a 2 million ton steel project at cost of Rs. 2275 crores.  Other four projects would be smaller in size.

At last National Steel Policy gets Government Approval 

National Steel Policy approved by The Cabinet Committee Economic Affairs (CCEA) is aimed to produce 100 million ton of steel by the year 2019-20 from the 2004-05 level of 38 million ton p.a. implying a compounded annual growth of 0.3%. The policy is focused to make the domestic steel industry globally competitive. The NSP seeks to adopt a multi-pronged strategy to move towards its long-term goal. On the demand side, the strategy would be to create an incremental demand through promotional efforts, creation of awareness and strengthening the delivery chain, particularly in the rural areas.  On the supply side, the strategy would be to facilitate creation of additional capacity, remove procedural and policy bottlenecks in the availability to inputs such as iron ore and coal, make higher investments in research and development and human resource development and also encourage the creation of infrastructure such as roads, railways and ports. 

NEW MEMBERS

We are reproducing below the names and addresses of new members who have joined AIIFA recently.  The Association is grateful to these companies for their becoming members of the Association.

(i)
Name and Address

:
DANG STEELS PVT. LTD.

for Correspondence


B-XXIX-536/6-B/2, Singla Road







Opp: Dhandari Railway Station







LUDHIANA – 141 010 (PUNJAB)







Tel: 0161-2510043/2510408/2538524







Fax: 0161-2691500







Email: nkjainatam@rediffmail.com
Membership No.


:
585

Name of Chief Executive
:
Shri Naresh Jain, Director (9814024100)







Shri Amarjeet Singh, “”      (9814026100)

Products made


:
M.S. Ingots 

(ii)
Name and Address

:
KUBER CASTINGS (PVT.) LTD.

for Correspondence


Behind Modern Steel Limited







G.T. Road, Sirhind Side, 







MANDI GOBINDGARH – 147 301







Tel: 01765-252437/396986







Fax: 01765-254876







Email: kuber.casting@sify.com
Membership No.


:
586

Name of Chief Executive
:
Shri Vishal Sahi







Shri Rakesh Singhi

Products made


:
M.S. Ingots 

(iii)
Name and Address

:
A.P. MULTIMETALS PVT. LTD.

for Correspondence


Village: Ambey Majra, Sirhind Side







MANDI GOBINDGARH – 147 301 (Punjab)







Tel: 01765-257763/257764/257765

Membership No.


:
587

Name of Chief Executive
:
Shri Sachin Garg, Director







Shri Ashok Garg, Director

Products made


:
M.S. Ingots 

(iv)
Name and Address

:
KAYPEE METALS & ALLOYS (P) LTD

for Correspondence


Parry & Co., Junction, Main Road, 

Kollam-691 001 (Kerala)

Tel : 0474-2742157/2750646

Fax : 2741548

Email: kprl@sancharnet.in
Membership No.


:
588

Name of Chief Executive

:
Mr. K.P. Ramachandran Nair, Director

Products made


:
M.S. Ingots ,TMT and Tor Steel

(v)
Name and Address

:
GILVERT ISPAT

        
for Correspondence


H. No. 99, Sector – 6,

Panchkula, HARYANA – 134 109

Tel: 0172-2652714/2562111

Fax: 0172-2652562

Email: gilvertispat@hotmail.com
Membership No.


:
589

Name of Chief Executive

:
Mr. Abhin Moudgil

Products made


:
Ingots, TMT and Tor Steel
WANTED
 

SENIOR FOUNDRY EXECUTIVE Capable of implementing New Foundry Project to Manufacture:
 

(a)    Cast Rolls for Re-Rolling Industry
(b)    Alloy and Carbon Steel Ingots for Rolling and Forging
(c)    Steel Castings
 

· Salary and Perks will commensurate with experience
· Suitable Candidates may kindly apply to:
       

Mr. B.R. Singh
        

Vice-President (Projects)
       

M/s Bhuwalka Group of Companies
        

No. 71, III Cross, Residency Road
        

Bangalore - 560 025
 

      

Tel: 2559 9797 & Fax: 5112 3010
       

E-Mail: brsingh@bhuwalkagroup.com
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-COPY OF-

CIRCULAR NO.41/2005-CUSTOMS Dated 28th October, 2005 (F.No. 609/17/2005)

To,

All Chief Commissioners of Customs

All Chief Commissioners of Customs & Central Excise,

All Commissioners of Customs/Customs (Prev)/

Customs & Central Excise/Central Excise, DG, CEIB, New Delhi

DG, Central Excise Intelligence/DGRI/DG (Export Promotion)/

DGI/DG, NACEN/DG (Systems& Data Management)

Chief Departmental Representative, Customs, Excise & Service Tax

Appellate Tribunal, West Block-2, RK Puram, New Delhi

Eligibility of brand rate of duty drawback where inputs used in the manufacture of export products are imported availing of DEPB-Clarification-Regarding

The undersigned is directed to invite your attention on the above mentioned subject and to state that an issue has been raised as to whether additional customs duty paid through debit under DEPB can be allowed as brand rate of duty drawback.

The matter has been examined by the Board. Hitherto, the additional customs duty paid in cash only was adjusted as CENVAT credit or duty drawback while the same paid through debit under DEPB was not allowed as duty drawback. In the Foreign Trade Policy 2004-2009, which came into force w.e.f. 1.09.2004, it has been provided under paragraph 4.3.5 that the additional customs duty/excise duty paid in cash or through debit under DEPB shall be adjusted as CENVAT credit or Duty Drawback as per the rules framed by the Department of Revenue. Taking note of this change, it has been decided that the additional customs duty paid through debit under DEPB shall also be allowed as brand rate of duty drawback.

Accordingly, the instructions contained in Circular No.3/99-Cus dated 3.2.1999 stand modified.  A suitable Public Notice and Standing Order may be issued for the guidance of the trade and staff. Difficulties faced, if any, in implementation of the Circular may be brought to the notice of the Board at an early date.










         Sd/-









        (Dr. M. Subramanyam)









        Deputy Secretary DBK
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