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EDITORIAL

Power is an important raw material for the Induction Melting Furnace industry.  The cost of power comes to nearly 60% of the total cost of production.  It is therefore, essential that power should be available at reasonable rates to this industry particularly when Main Producers get cheap energy when coking coal is imported duty free.  The Association is pressing the Central Electricity Regulatory Commission (CERC) that the power tariffs for this bulk consuming industry in the High Tension (HT) consumers to be lower than Low Tension (LT) consumers.  We have not to install more transformers to reduce the Voltage or other costly power equipments.  In fact, due to high power factor, the energy consumption is fairly low.  We find that the State Electricity Regulatory Commissions (SERC) are not considering the above factor while fixing the tariff for this industry.  The cross-subsidy is being misused for increasing the rates for efficient consumers of power.  Something must be done in this regard.  The Electricity Act 2003 is not being implemented properly.

Mr. S.L. Rao, Adviser in the Power sector and former official of the Ministry of Power, Government of India has made observations that the power sector is working at cross-roads.  It is suffering due to paucity of Political Will to sustain and support reforms.  He has criticized the SERCs for not fixing the power tariff for consumers in a realistic manner.  

It is reported that the government as well as private agencies are now focusing their attention for producing power through non-conventional sources in view of depleting conventional sources of power generation.  In this regard India is already producing Wind energy and Solar energy but it is not sufficient for the country.  Solar energy is to be tapped as much as possible so that it can be used for heating and lighting purposes and for heavy industries thermal and hydel power can be given.  Small Hydro-Electric Plants must be considered for generation of power of capacity less than 25 MW.  The Association feels that the CERC and the Ministry of Power should devote their attention for the Power Tariffs for bulk Industrial sector as much as possible and try to inculcate the International Power Tariffs. 
REPORT - MEETING ATTENDED BY AIIFA REPRESENTATIVES

Seminar on 13th SAARC Summit: The Road Ahead – 10.12.2005

PHD Chamber of Commerce and Industry (PHD-CCI) organized a seminar on the above subject on 10th December 2005 at New Delhi.  On invitation Shri L.N. Goswami, General Manager representing AIIFA attended the seminar.  

This seminar was organized aftermath of the 13th SAARC Summit held in Dhaka on 13th November 2005.  It was pointed out that in the Dhaka Summit, the decision was taken to admit Afghanistan to the Forum and to accord observer status to China and Japan.  Presently, the members of South Asian Association for Regional Cooperation (SAARC) are India, Pakistan, Sri Lanka, Nepal, Bangladesh, Bhutan and Maldives.   In the 13th SAARC Summit, three agreements were signed, these are Avoidance of Double Taxation, Customs matters and the establishment of a SAARC Arbitration Council.  The South Asia Free Trade Agreement (SAFTA) will be on operation with effect from 1st January 2006.  Mr. Shyam Saran, Foreign Secretary, Government of India in his inaugural address dispelled the notion that Free Trade Agreement is threat due to lower import duty.  In SAFTA suitable mechanism will be adopted to compensate the least developed countries of the Forum for the loss due to tariff reduction.  Mr. Saran mentioned that there is asymmetry between India and neighbouring countries, but that should not be deterrent factor, because India knows that for the overall growth of the region a cohesive cooperative attitude should be taken.  It was pointed out that by entering in bilateral agreement with Sri Lanka, trade between India and Sri Lanka has been substantially increased for the benefit of both the countries.

MEMBERS GENERAL INFORMATION

Members are hereby informed that the following Holidays to be observed by AIIFA Head Office for the year 2006.
HOLIDAYS FOR THE YEAR 2006

	Sl. No.
	Name of the Holiday

(Gazetted Holidays)
	Date according to Gregorian Calendar
	Day of the Week



	01.
	Idu”l Zuha (Bakrid)*
	January 11, 2006
	Wednesday

	02.
	Republic Day
	January  26, 2006
	Thursday

	03.
	Muharram* 
	February 09, 2006
	Thursday

	04.
	Holi
	March  15, 2006
	Wednesday

	05.
	Ram Navami
	April 06, 2006
	Thursday

	06
	Milad-un-Nabi*/Mahavir  Jayanti
	April 11, 2006
	Tuesday

	07.
	Good Friday
	April 14, 2006
	Friday

	08.
	Buddha Purnima
	May 13, 2006
	Saturday

	09.
	Raksha Bandhan
	August 09, 2006
	Wednesday

	10.
	Independence Day
	August 15, 2006
	Tuesday

	11.
	Janmashtami
	August 16, 2006
	Wednesday

	12.
	Mahatma Gandhi’s B’Day/Dussehra 
	October 02, 2006
	Monday

	13.
	Deepawali (Diwali)
	October 21, 2006
	Saturday

	14.
	Bhai Duj
	October 24, 2006
	Tuesday

	15.
	Idu’l Fitr.
	October 25, 2006
	Wednesday

	16.
	Christmas Day
	December 25, 2006
	Monday



* Subject to appearance of the moon

GLEANINGS FROM THE PRESS

Ceiling on Margins of Power Trading companies

About 2500 MW electricity flows from power surplus Southern and Eastern States to the several power deficient states – Rajasthan, Gujarat, Punjab, Uttar Pradesh, Haryana, Delhi, Madhya Pradesh, Maharashtra, etc.  The power trading companies charge exorbitant margins in trading the surplus power while selling it to the deficient states.  Ten Power deficient states demanded the intervention of Central Electricity Regulatory Commission (CERC) to curb rising power prices.  Though there is hardly any rise in the rates being charged by power surplus states, the power price keeps going up.

To curb the growing power price, the CERC has set a ceiling on the margin of power trading companies at two paise per Kwh.  The deeds of a few power traders have resulted in all the licencees to incur the wrath of the regulator, such as power trading corporation which charged a fair margin of 5 paise will now has to take the biggest hit considering the volume it handless. 

China to limit Steel output to curb glut

China, the world’s top steel maker and consumer, will limit its annual steel output to the maximum of 450 million ton during the next five years and curb the current glut, industry sources said.  Currently, China’s steel output capacity stands at 500 million ton, far exceeding the domestic demand, China Securities Journal quoted sources with the China Iron and Steel Association as saying.  At the same time, a number of regional steel makers in China are regrouping themselves in a bid to improve their market competitiveness, the paper said.  China encourages local steel makers to get bigger and stronger through incorporation.  The regrouping began in the second half of this year when Tonghua Steel & Iron Group Co., the biggest state-owned firm in Northeast China’s Jilin province, Jilin Ferroalloy Co. and the private Jianlong Steel and Iron Co. merged into a single entity names new Tonggang Steel Group on November 28, 2005.

Steel Prices

Steel prices are weak and do not show any promise at the fag end of the year.  Even if there is a hope of a seasonal turnaround beginning January and may be towards the end of the month, the Asian misery is piling on-reducing prospects of a price recovery day by day.  China is going to have a steel making capacity of 500 million tons by 2006-07 and the production as 453 million tons.  In any case, it is understood that China will be producing nearly 50 million tons more of steel for its own demand.  They may not reduce the production but may export the surplus to Asian markets, thus decreasing the steel prices in India.

Coal Output to be hiked by 100 million tons

Seized of the unprecedented crunch in coal supply and the bleak outlook, the government has kicked off an emergency plan to step up output of this key energy source.  The public investment board, chaired by the expenditure secretary, has cleared 16 proposals of Coal India and its arms, entailing an investment of over Rs. 5,000 crore during the last few days.  According to senior government officials the new projects would add another 100 million tons to coal capacity in the country.  At present, the total coal output is around 400 mt. which includes CIL’s 290 mt and about 100 mt produced by various industries for captive use.  Private mining of coal for commercial purpose is not allowed.  The shortfall of coal is estimated at 60 million ton at present.  Situation expected to worsen with imports turning expensive.  High coal price threatens to jack up the industrial production cost.  The Prime Ministers’ Office wants new projects to be cleared on war-footing basis.  The government proposes major reforms in the offing; privatization is the key.

Mid-Year review of the Economy

According to Review while the industry grew by 9.9% during the first half of 2005-06, the growth in Electricity and Mining sector slowed down to 1.3% and 4.8% respectively.  The slow-down in growth in electricity generation may have been partly because of the low demand for energizing irrigation pumps-sets in a year of good monsoon and partly because of coal and gas, the review stated.  While expressing satisfaction over the upswing in the steel sector, where production of finished steel grew by 7.5% on the back of strong demand coming from construction and manufacturing sectors, the mid-year review suggested that more initiatives were required to increase per capita consumption of steel in the country that remains at abysmally low levels of 30 Kg.   The review stated that country’s industrial sector would grow further in strength with increase in investment, improved infrastructure and flexible factor markets.

Heavy domestic demand hits steel export

Steel export has declined in the current year primarily due to increase in domestic demand and better net realization through domestic sales, the Lok Sabha was informed on Monday.  In a written reply to a query, minister for steel Ram Vilas Paswan said major export destinations for Indian steel were China, the US, the UAE, Iran, Saudi Arabia, Republic of Korea, Thailand, Philippines, Italy, Belgium and Sri Lanka.  Under a long-term agreement, SAIL has tied up with two US companies for supply of 1 mt of coking coal from for the current fiscal.  Currently, the PSU was purchasing coal through open global tenders.  The government has approved the expansion plan of Rashtriya Ispat Nigam Limited (RINL) at an estimated cost of Rs. 8,692 crore for enhancing its liquid steel capacity from 3 mt to 6 mt by 2008-09 with debt equity ratio 1:1.  The entire capital cost of the expansion plan was proposed to be met from its internal resources and partly by borrowing from financial institutions and banks.

AIIFA finds that Hon’ble Minister’s observations are not as per ground realities.  The latest report indicates decrease in steel product prices and Main Producers’ profit margins are decreasing.  The prices of steel products are an indicator in this regard.

States want Power generation regulated

Distribution companies and utilities from power deficit states have sharpened their attack on power traders for overcharging.  At a meeting in Gurgaon, the distribution companies from Delhi, Maharashtra, Rajasthan and State Electricity Boards of Madhya Pradesh, Punjab, Chhattisgarh demanded that generation should also be regulated.  They also demanded that regulators should stipulate the return on equity in generation projects on the lines of the existing 16% and 14% specified for distribution and transmission projects, respectively.  A senior official from a DISCOM present at the meeting said “by regulating generation there will be little scope for utilities to charge more while selling to traders.  This will also leave little room for traders to keep higher margins while selling power to deficit states”.

Coal linkage for Power Plants and Sponge Iron

The Ministry of Coal has taken out a guidelines paper w.e.f. coal linkage for Power, Cement and Sponge Iron sectors.  This has streamlined the procedure.  The Ministry has introduced a single point entry whereby all applications for grant of coal linkages from captive power plants and independent power producers like cement and sponge iron sectors would have to be submitted to Additional Secretary (Coal) and Chairman of standing linkage committee. 

New Energy sources to be explored due to rising Thermal Generation Cost

Due to high cost of production of Thermal Power by using Coal/Gas, greater attention is now focused on renewable energy forms.  Another advantage is that alternate method for energy have to be developed.  The present capacity of renewable energy is only 5% of the total energy generation.  Renewable energy sources comprise chiefly wind energy, small hydro plant, biomass and co-generation and solar power.  These are mainly for power generation but solar energy can be used for heating, cooking, water pumping and other applications.  Wind power has been the fastest growing segment within the group and accounts 58% of the total renewable energy capacity.  Total capacity tapped from wind power so far is 3,600 mw against gross potential of  45,000 mw.  Small hydro plants include plants with a capacity of less than 25 mw.  Aggregate installed capacity is 1.420 mw against a potential of about 15,000 mw.

Surana Industries to set up Rs. 473 crore Integrated Steel Plant

Surana Industries is setting up an Integrated Steel Complex at an estimated cost of around Rs. 473 crore at RAICHUR in the State of Karnataka.  The entire project cost will be met through term loans and by raising equity capital through Public Issue.  In fact, the company has been in the process of modernizing their existing plant at Gummidipoondi in Tamil Nadu.

APPROXIMATE STAINLESS STEEL MARKET PRICES

	FLATS Rs./Kg.
	NICKEL % CONTENTS
	PATA 0.70 mm Rs./Kg.

	43.00
	0.70%
	57.00

	41.50
	0.60%
	56.00

	38.00
	0.30%
	50.50

	DESCRIPTION
	ROLLING
	SALEM (OPEN MKT)






     HIGH NICKEL   LOW NICKEL          0.5 mm Rs./Kg.





      (4%) Rs./Kg       (1% Rs./Kg)


COIL: 0.30 mm

124


94.00



151


COIL: 0.40 mm

122


92.00



 --


CIRCLES


154

       107.00



175


UTENSILS


TOPE: 0.50 mm

125.00
       100.00



253


THALI: 0.50 mm

100.00
         75.00



238


VATI:   0.50 mm

120.00
       100.00



253


GLASS: 0.50 mm

115.00

98.00



253

Add: Sales Tax as applicable

P A R T  -  2

CUSTOMS CIRCULAR

NO. 50/2005-Cus. DATED 01.12.2005 (F.NO. 442/12/2004-Cus.IV (Pt.II)

To

All Chief Commissioner of Customs

All Chief Commissioner of Central Excise

All Chief Commissioner of Central Excise & Customs

All Commissioner of Customs

All Commissioner of Central Excise

All Commissioner of Customs & Central Excise

Director General, Directorate of Revenue Intelligence

Director General, Directorate of Systems and Data Management

Procedure for Disposal of Unclaimed/Uncleared Cargo under Section 48 of the Customs Act, 1962, lying with the Custodians - regarding

I am directed to invite your attention to the report of the Task Force which was constituted by the Central Board of Excise and Customs as a sequel to the observations of the C & AG, vide order F.No. 442/12/2004-Cus.IV (Pt) dated 27.06.2005 to examine the various issues arising out of the audit review, and to suggest effective measures to be put in place as a permanent mechanism for expeditious disposal of the backlog of accumulated, unclaimed, uncleared and confiscated cargo, and also to ensure that no delays in disposal take place in future.  The Chief Commissioner of Customs, Delhi Zone was the Chairman of the Task Force.

2.
Looking at the considerable success in expeditious disposal of Section 48 unclaimed cargo as a result of the interim special initiatives taken by government vide Circulars dated 17.10.1997, 13.01.2000, and 28.01.2004, the Task Force viewed that the procedure laid down in the Ministry’s last Circular No. 7/2004 dated 28.01.2004 should be put in place as a permanent measure with some modifications.

3.
The matter has been examined by the Board.  In order to ensure expeditious disposal of unclaimed/uncleared cargo, under section 48 of the Customs Act, 1962, and lying with custodians, whether in the private or public sector, the following procedure should be followed:-

(i)
The procedure shall be applicable only to unclaimed/uncleared cargo landed at least one year prior to the date on which the list of goods for customs “no objections” is prepared.  In other words, this liberalized procedure would not apply to goods which have been lying uncleared for a period less than one year from the date of their import.

(ii)
The custodian will furnish the list of items to be considered for disposal to customs.  The list will contain complete particulars such as Bill of Lading/Airway Bill number, description of goods, weight, name of the consignee/consignor, etc.  A notice shall simultaneously be issued by the custodian to the consignee at his known address and also displayed on the custodian’s notice board stating that if the goods are not cleared within 15 days they be sold by the custodian under Section 48 of the Customs Act, 1962.

(iii)
Customs shall scrutinize the list with their own files/records and intimate the custodian a list of disputed or stayed consignments or consignments required to be retained for any investigation/adjudication/court proceedings, motor vehicles or negative list items as restrictions imposed under allied acts.  If no such intimation is received from the Customs within 15 days, the custodian shall go ahead with the disposal of the goods.  

(iv)
The responsibility for the disposal shall exclusively be with the Custodian who shall fix a reserve price arrived at by a panel of Government approved valuers appointed by the Custodian [irrespective of any value arrived at by the Customs Appraisers earlier], which should include an expert on the product line.

(v)
The customs will not insist on complete and detailed inventory of the contents of the consignments to be drawn in their presence.  They shall, instead choose 10% consignments for which detailed inventory shall be made in their presence for sample check.

(vi)
The disposal of the goods shall be made by public auction/e-auction/tender.  The date of the public auction/e-auction/tender should be adequately publicized in advance through national newspapers (both in English and Hindi), departmental website as well as in at least one newspaper in the local language.   The values assessed by the approved valuers appointed by the custodians shall form the “reserve price”.  The maximum number of auctions/tenders to which a lost is subjected should be four, with the goods to be necessarily sold for the highest bid in the last auction/tender regardless of the reserve price fixed.  Reserve price fixed would not be applicable in case of fourth auction/tender.  In the event of the goods not being disposed of in the first auction, subsequent auctions/ tender should be conducted in time bound manner.

(vii)
Guidelines issued by the Central Vigilance Commission as available at CVC website http://www.cvc.nic.in particularly letter No. 98/ORD/1 dated 18th December 2003 should also be kept in view.

(viii)
The bidding shall be on cum-duty price and duty shall be back-calculated from the sale price (Local taxes like Sales Tax, etc. will however have to be charged/recovered extra from the buyer).

(ix)
The custodian should fix a date for holding the auction/tender and communicate such date to the officer-in-charge of the customs station and the concerned Assistant Commissioner/Deputy Commissioner.  The Assistant Commissioner/Deputy Commissioner would nominate, if necessary, an officer not below the rank of Superintendent/Appraiser to witness the auction/tender.  Customs shall not withdraw any consignments at the last moment from the auction/tender except with the written approval of the Commissioner of Customs.

(x)
For each consignment which is sold, the custodian will file a consolidated Bill of Entry, buyer-wise, for assessment of the effective rate of duty by the Customs.  Auctioned goods will be allowed out of charge only after the duty assessed is paid by the custodian [Refer Unclaimed Goods {Bill of Entry} Regulations, 1972].

(xi)
The sale proceeds shall be shared as per the provisions of section 150 of the Customs Act, 1962.

4.
For uncleared/unclaimed goods which are lying for a period less than one year, the custodian would get the reserve price fixed by a panel of Government approved valuers appointed by the Custodian.  However, if these goods remain unsold and pass into the category of landed-more-than-one-year-prior, then the custodians can sell the same following the independent procedure without any reference to customs, and adjusting the number of auctions/tenders to which the lot was already subjected to against the prescribed number of four such auctions/tender.  It is reiterated that for the valuation of goods landed at least one year prior to the date of seeking NOC, Customs should not associate with the valuation of the goods lying uncleared with the custodians do not cast the responsibility for unrealistic fixation of the reserve price on customs.

The above instructions may be brought to the notice of all concerned immediately through appropriate Public Notice.


Sd/-

(Anupam Prakash)

Under Secretary to the Govt. of India

CUSTOMS CIRCULAR

NO. 52/2005-Cus. DATED 09.12.2005 (F.NO. 442/12/2004-Cus.IV (Pt.II)

To

All Chief Commissioner of Customs

All Chief Commissioner of Central Excise

All Chief Commissioner of Central Excise & Customs

All Commissioner of Customs

All Commissioner of Central Excise

All Commissioner of Customs & Central Excise

Director General, Directorate of Revenue Intelligence

Director General, Directorate of Systems and Data Management

Procedure for Disposal of Unclaimed/Uncleared Cargo under Section 48 of the Customs Act, 1962, lying with the Custodians - regarding
I am directed to invite your attention the Board’s Circular No. 50/2005-Cus dated 01.12.2005 on disposal of unclaimed/uncleared cargo, under section 48 of the Customs Act, 1962, Para 3 of the said Circular deals with the disposal of unclaimed/uncleared cargo ‘landed more than one year category’ while para 4 of the Circular deals with the disposal of uncleared cargo landed ‘less than one year category’.  Field formations have raised doubt over the applicability of para 4 of to disposal of cargo ‘landed less than one year category’.

2.
The matter has been examined by the Board.  In order to clearly state the intention behind the para 4 of the Circular No. 50/2005-Cus dated 01.12.2005, it has been revised as follows:-

“4. For uncleared/unclaimed goods which are lying for a period less than one year, the custodian would get the reserve price fixed by a panel of Government approved valuers appointed by the Custodian.  Customs shall not associate itself with the valuation of the such goods lying uncleared with the custodian.  However, both reserve price and bids would be approved by the customs.  Further, if these goods remain unsold and pass into the category of landed-more-than-one year-prior, then the custodians can sell the same following the independent procedure as detailed in para 3 without any reference to customs, and adjusting the number of auctions/tenders to which the lot was already subjected to against the prescribed number of four such auctions/tender”.

3.
Para 4 of the Circular No. 50/2005-Cus. dated 01.12.2005 would be replaced with the text as mentioned above.

4.
The above instructions may be brought to the notice of all concerned immediately though appropriate Public Notice.

Sd/-

(Anupam Prakash)

Under Secretary to the Govt. of India
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