P A R T - 01

E D I T O R I A L

From the various reports appearing in the newspapers, it is learnt that Tisco is expanding its capacity by 3.0 mt and SAIL is also increasing capacity by about 3.5 mt and other Secondary Steel majors are intending to increase the capacity by about 1.0 to 1.5 mt each.   Even the plants, which are based upon Sponge iron units having Induction Furnace or Electric Arc Furnace melting system, have also indicated their desire to increase their capacity.  It is felt that by 2012, a total additional capacity of about 15.0 mt can be added.    While Govt. of India have announced certain reduction in Customs duties of steel items, etc. the effect of the same is yet to be evaluated.  By decreasing duties of certain steel products, which are at present used in automobile, electronic sectors and power generation plant manufacturers, Government initially will gain and production of finished products will increase.  

Our observations in regard to quantity of steel products are not averse. One has to do his best to consider the expansion in normative fashion.  Sometimes the demand for long products is more and sometimes-flat product is more.  One has to take a balanced view of these products and increase-installed capacities accordingly.  A caution has to be taken.  The market for flat products for automobile, railways and other consumer items indicates that flat product demand may be more comparing to long products.   In case, infrastructure development takes place simultaneously, the long product demand may increase proportionately.    

Intense discussions are taking place between entrepreneurs and electricity boards intend to put up power generation plants and also between State Electricity Boards and Consultant organizations.  The idea of open access system is gaining ground. Uttar Pradesh intend to increase its capacity by using gas exported by ESSAR GUJRAT, the capacity may increase considerably but they have to see that power tariffs are rationalized.

MEETING ATTENDED BY AIIFA REPRESENTATIVES

Meeting with Secretary, Govt. of Rajasthan

PHD Chamber of Commerce and Industry organized the Rajasthan Committee meeting with Secretary, Government of Rajasthan on 13th January 2004 at New Delhi.  Mr. Kamal Aggarwal, Honorary Secretary General attended the meeting and presented the views of the Association about the benefit for the industry in Rajasthan.  He specially implored with Government of Rajasthan to rationalize the power tariffs to the Induction Furnaces industry whose basic raw material is power to the extent of 60%.  He gave the model of the other States, which should be followed by the Government of Rajasthan.

Meeting with Mr. Surjeet Banerjee, Principal Secretary and Commissioner, development of industry in Uttar Pradesh

PHD Chamber of Commerce & Industry organized a meeting with Mr. Surjeet Banerjee, Principal Secretary, Government of U.P. on 13th January 2004.  This meeting was attended by Mr. J.K. Arora, Vice-President and Mr. R.P. Varshney, Executive Director on 13.01.2004 at New Delhi.  Mr. Arora presented a Memorandum to the Principal Secretary in regard to the Power tariffs.  However, this memorandum was filed by him on behalf of Steel manufacturers Association of Ghaziabad.  The main points emphasized by him was that power tariffs should be rationalized so that the industries from UP do not shift to Uttaranchal in view of better terms and conditions offered by Uttaranchal Government and Government of India removing excise duty for ten years. Mr. Banerjee assured that Power problems will be considered for rationalization and other benefits can be given as per Electricity Act 2003. 

4th Asian Steel Conference – 16-17 January 2004 - Mumbai

Although many members were willing to attend the seminar but the delegate fee was too high (Rs. 7,500).  Despite a request to Mr. Dandekar, CEO of the Conference, no relaxation was made for Induction Melting Furnaces in this regard.    Mr. Varshney was invited to be a member of the Panel Session and no delegate fee was charged.  Mr. Jitendra Singh, President Emeritus, AIIFA presented a paper in the meeting.   

In both cases, the representatives highlighted the role played by Induction Furnaces in augmentation of the production of Mild Steel for construction purposes.  At present Electric Arc Furnaces is not producing construction grade steel.  Integrated Steel Plants produce billets mostly of sizes which give products of over 4” circle dia after rolling. When questioned about the number of Induction Furnaces in India, Mr. Varshney informed that there could be nearly 3,800 Furnaces of various capacities in the country.  When asked about the trend in making Steel through Induction Furnace route, the audience were informed that Mini Integrated Steel Plants route is emerging where Induction Furnaces of bigger capacity, i.e. 15-tonne and above per charge are being used.  It is done mostly by using 60-70% Sponge iron.  Such plants have Sponge Iron/HBI plants – Induction Furnaces of higher capacity to melt sponge iron and make the Steel.  Some have installed Ladle Refining Furnaces and transfer the molten metal to LRF to get better quality steel.  This steel is used in continuous casting plants to make products.  The quality of steel is very good because it does not contain tramp elements.  He also informed the audience that the Association along with National Institute of Secondary Steel Technology (Ministry of Steel) and duly financed by the Steel Ministry have developed Micro-Alloy constructional Steels made through Induction Furnaces by adding Micro-Alloying elements such as Niobium, Vanadium and Titanium.  The result of the development work has been successful.  The audience wanted to know the cost of such products.  Mr. Varshney informed them that at present only 5 tonne have been cast and rolled which have tensile properties and ductility equal to TMT bars.  Over 10 tonne will be cast and rolled shortly.

GLEANINGS FROM THE PRESS

Govt. warns steel cos against supply cuts

This warning is directed towards Integrated Steel Plants and Secondary Steel majors.  For the first time, the Govt. has thrown the rule book at steel companies and issued them a formal warning against disruption of Foundry grade pig iron supplies to engineering exporters, a deemed priority sector.  The Union ministry of steel has also informed the steel producers that quick revision of prices and pseudo shortages caused by traders have created havoc for exporters, clearly pin-pointing to instances of grey market operations.  Armed with the January 1992 amendments to de-control of iron and steel price and distribution policy of 1991, steel ministry’s development commissioner of Iron and Steel intervened recently for maintaining non-disruption of supplies and warning against playing into the hands of traders insofar as frequent price hikes are concerned.  Earlier, Union Steel Ministry had verbally asked the steel majors to restrain from frequent price increases, which affect plans of consumers.  Steel companies like SAIL, IISCO, Neelanchal Ispat and some of the smaller private sector secondary pig iron have been issued formal communication to this effect.  Under pressure from Engineering Export Promotion Council (EEPC), the Steel Ministry’s communication has pointed out: “the price of pig iron has shot up 60% and India is losing out to China and other countries in the export market.  In the US too our exports are suffering as we are unable to offer competitive prices to US buyers due to such conditions back home”.

(Source:  The Economic Times, dated 19.01.2004)

Stainless Steel increase in demand

Stainless steels of various types and categories have been become versatile in India.  We have exported Stainless Steel wires, rods and tubes.  A very great quantity of Stainless Steel utensils is being exported to the other countries.  The domestic Stainless Steel industry expects to reap a bonanza of over 250 crore following the defence forces acceptance to build dwelling units with more stainless steels.  The life of the dwelling unit thus be increased.  Some of the prominent items which can be replaced by Stainless steel include, wire, fences, wall claddings, doors, door frames, gratings, door windows, water lines, garden furniture, lift interiors, office furniture, gates, canopy, air conditioning ducts, fasteners, hinges, sinks and plate racks.  The stainless steel industry is thrilled with it and expects the new avenue to generate huge additional revenues.

(Source:  The Financial Express, dated 19.01.2003)

China Exports of metallurgical machinery 

In the 4th Asian Steel Conference held on 16-17 January 2004 at Mumbai, the Chinese representatives of China Iron and Steel Association, Mr. Jiang Xicheng told the audience that even though due to the growing steel consumption in China most Indian steel makers are looking towards China as a big market, Chinese metallurgical products and equipments manufacturers are seeking business in India.   Many participants in the Conference shared the same view and are optimistic that the combination of Chinese technical expertise with Indian raw materials can lead to improved trade between the two countries.   When asked about whether demand for steel in China will be sustained after the Olympics to be held in Beijing, he told that with China’s GDP showing a growth of about 8% each year and felt that demand for steel will continue and the import of steel sheets/coils would increase sharply.  He also said that there is lot of scope in terms of building and housing construction and the home appliance industry in the country.

(Source:  The Financial Express, dated 19.01.2004)
Steel Cos. go to Villages

With domestic steel demand on the rise and the government’s announcement to give more emphasis to rural infrastructure, steel makers feel that the rural sector will become a good business opportunity.  Companies like TISCO, SAIL and JISCO have already made forays into this area, while Essar Steel and Ispat Industries are now looking at the rural segments as a good business opportunity.  The JPC has also said that it is exploring promotion of utilizing more steel in areas like storage bins and water tanks, irrigation pipes warehousing and steel bodies for trucks.  An industry observer state that the domestic steel consumption is increasing by leaps and bounds, there is lot of potential for steel makers as this sector is largely unexplored and can prove to be an important market for them.  TISCO is also exploring possibilities to offer steel intensive solutions in the construction segment.  It has formed an internal Constructions Solutions Group to explore avenues of increasing steel consumption and has identified the rural market as a segment having immense potential for steel based applications.

(Source: The Financial Express, dated 21.01.2004)

SAIL Cuts Exports to meet Domestic Steel Demand

The Steel users’ campaign against spiraling prices of flat and long steel products has forced public sector giant SAIL to cut down exports substantially after posting a 114% exports jump in the first half of the financial year.  Buoyancy in the global markets had enabled SAIL to export roughly one lakh tonne of steel every month in the first half.  SAIL exports its products to 22 countries, including China, Germany, Italy and Japan.  The company’s exports during H1 stood at 0.6 mt against 0.28 mt in the corresponding period of the previous year.  SAIL chairman, Mr. V S Jain told Economic Times in an interview, “Artificial pricing would lead to unwarranted repercussions in the market”.  Prices of all raw materials for steel making have risen in the last few months.  Coal price has reached $270 a tonne against $70 a year ago.  Prices of inputs like scrap, nickel and iron ore have also increased.  Although SAIL has captive coal and ore mines it has the disadvantage of higher cost of manpower.  It is advisable to be in tune with the market-driven prices.

(Source:  The Economic Times, dated 23.01.2004)

Steel Cos. Forced to look beyond China

To meet the severe shortage of crucial raw materials like coke, coal and iron ore, the Indian Steel and Ferro-chrome makers seem to be looking at markets beyond China.  According to an industry official, with China keeping a strict watch on coke, Indian Steel manufacturers are forced to look at other markets such as CIS countries like Russia, Romania and Poland and Europe, which might ease the pressure on the steel sector.  ‘Indian Ferro Alloy Producers’ Association secretary general TS Sunderesan said that the shortage of coke and other raw materials has been worrying the industry for the past few months and is now contemplating looking for newer markets for these raw materials, now that China is restricting its exports of coke.  We are looking at markets in Romania, Russia and we hope that we will be able to overcome this problem of shortage of raw materials, he added.

(Source: The Financial Express, dated 26.01.2004)

Cheaper Energy rates to cut input costs

With trading of power set to take off in a big way in the coming months, industrial consumers will look out for cheaper energy rates to cut down their input costs.  The differential between domestic and industrial tariffs is between Re 1.50 and Rs. 2 per unit on an average.   “This is how the market will mature, finally enabling even household consumers to choose their power suppliers”, says an energy analyst.   The Kerala Electricity Regulatory Commission (KERC) has for the first time ever exercised the provision of open access under clause 42 (2) of the new Electricity Act.   According to Section 42(2) the State commission shall introduce open access in phases, subject to conditions – including cross subsidies and other operational constrains – as may be specified within one year.   Power Trading Corporation (PTC) which is now trading almost one billion units across various States has offered to sell power Grid Corporation’s busbar.  Given a wheeling charge of 25 paise, which includes the surcharge payable to SEB for sourcing supplies from another generator and transmission charges.  According to the Act, a surcharge can be imposed when a consumer moves away from the SEB’s distribution zone to compensate for the loss in revenue.  

(Source: The Economic Times, dated 27.01.2004)

Steel consumption not peak before 2010 in China

Despite the rapid increase in China’s steel production and consumption in the past two years, experts say that the communist giant’s steel consumption will not peak until 2010 when it will need 310 million tonne, the state media reported.  “To judge whether or not a country reached the peak steel of consumption, one should consider the certain country’s industrialization level”, Deputy secretary general of the China Iron and Steel Association (CISA), Li Shijun said.   China is still in the development stage of industrialization and since 2002 it has entered a new round of rapid economic development, which will bring the consumption of steel to a higher level by 2005, China will need 250 million tonne of steel and figure is expected to reach 310 mt by 2010.  Judgement on its steel consumption trend in coming years is of importance for the long-term policy making in the vital sector.  Since 2001, China'’ steel consumption has increased by 30 mt annual to reach 250 million tonne in 2003, keeping the No. 1 position in the world.  The International Steel and Iron Association said, China would consume 31 per cent of the world’s total.  Li said in other countries which have finished the industrialization process, the steel consumption reached the peak usually when the urbanization rates reaches 65 per cent or above.  China’s urganization rate was at 37.7 per cent in 2001.

(Source: The Economic Times, dated 27.01.2004)
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CENTRAL EXCISE CIRCULAR

We are reproducing below a copy of the Central Excise Circular No. 771/4/2004-CX dated 16/01.2004 (F.No. 224/32/2003-CX.6) issued by Government of India, Ministry of Finance, Department of Revenue, CBEC, New Delhi for information of all members:

To

All Chief Commissioners of Central Excise

All Commissioners of Central Excise

All Commissioners of Central Excise (Appeals)

The Comptroller and Auditor General of India

Exercising option to avail of the exemption to specified goods cleared from factory located in Uttaranchal and Himachal Pradesh vide Notification No. 49/2003-CE 

dated 10.06.2003 as amended and Notification No. 50/2003-CE 

dated 10.06.2003 as amended - regarding

I am directed to say that clarification has been sought regarding the time limit for exercising the option in writing for availing of the exemption under notification No. 49/2003-CE dated 10.06.2003 and notification No. 50/2003-CE dated 10.06.2003 as amended vide Notification No. 76/2003-CE dated 05.11.2003.

Notification No. 49/2003-CE dated 10.06.2003, as amended exempts specified goods manufactured and cleared from a unit located in the State of Uttaranchal or State of Himachal Pradesh.  Notification No. 50/2003-CE dated 10.06.2003, as amended, exempts goods, other than specified in the said notification, and manufactured and cleared from a unit located in the Industrial Growth Center or Industrial Infrastructure Development Center or Export Promotion Industrial Park or Industrial Estate or Industrial Area or Commercial Estate or Scheme Area.  The exemption under these said notifications is available to the following kinds of units, namely:

(a) New Industrial Units, which have commenced their commercial production on or after the 7th day of January 2003.

(b) Industrial units existing before the 7th day of January 2003 but which have undertaken substantial expansion by way of increase in installed capacity by not less than 25%, on or after the 7th day of January 2003.

The above-mentioned notifications have been amended vide notification No. 76/2003-CE dated 05.11.2003 prescribing certain conditions for availment of the exemption.  One such condition is that the manufacturer who intends to avail of the exemption under these notifications should exercise his option in writing to avail the benefit of these notifications.  Some doubts have been raised about the time limit for the said option in different situations. Proviso (i) inserted in both the aforesaid Notification Nos. 49/2003-CE and 50/2003-CE vide amending Notification No. 76/2003-CE, inter-alia, stipulates that the manufacturer who intends to avail of the exemption shall exercise his option in writing before effecting the first clearance and such option shall be effective from the date of exercise of the option.  Another proviso (iii) introduced by the amending Notification No. 76/2003-CE lays down that the manufacturer may, for the current financial year, submit his option in writing on or before the 30th day of November 2003.  The different scopes of the said two provisions are clarified below:

(a) As the amending Notification No. 76/2003-CE was issued on the 5th November, 2003, a period up to 30th day of November 2003 is permitted for those eligible units which were already working under Notification Nos. 49/2003-CE and 50/2003-CE both dated 10.06.2003 as on 05.11.2003 to exercise their written option on or before the said date.  If these units failed to submit their option in writing on or before 30.11.2003, they were not eligible to the benefit of the said exemptions.

(b) The eligible Industrial Units which had not been working under Notification Nos. 49/2003-CE and 50/2003-CE and who want to effect their first clearance under exemption vide the said Notifications in the current financial year any time after the issue of Notification No. 76/2003-CE dated 05.11.2003, may exercise their option any time in the current financial year in writing before effecting such first clearance.  Thus, the time limit upt0 30.11.2003 is not applicable to this category of industrial units.

Trade and field formations may be informed suitably.  Receipt of the circular may be acknowledged.

Sd/-

(Neerav Kumar Mallick)

Under Secretary to the Govt. of India

CUSTOMS NOTIFICATION

NO. 06/2004-CUSTOMS DATED 08.01.2004 (F.NO. 349/1/2004-TRU)

“In exercise of the powers conferred by sub-section (1) of section 25 of the Customs Act, 1962 (52 of 1962), read with sub-section (4) of Section 3A of the Customs Tariff Act, 1975 (51 of 1975), the Central Government, being satisfied that it is necessary in the public interest so to do, hereby exempts all the goods covered in the First Schedule to the said Customs Tariff Act, from the whole of the Special Addition Duty leviable under sub-section (1) of section 3A of the said Customs Tariff Act.  This notification shall come into force on the 9th day of January, 2004”.




     Sd/-

(G.S. Karki)

Under Secretary to the Govt. of India

CUSTOMS NOTIFICATION
NO. 20/2004-CUSTOMS DATED 16.01.2004 (F.NO. 332/1/2004-TRU)

“In exercise of the powers conferred by sub-section (1) of section 25 of the Customs Act, 1962 (52 of 1962), the Central Government being satisfied that it is necessary in the public interest to do so, hereby makes the following further amendments in the notification of the Government of India in the Ministry of Finance (Department of Revenue), No. 21/2002-Customs, dated the 1st March, 2002, namely:-

In the said Notification,-

After S.No. 441 and the entries relating thereto, the following shall be inserted, namely:-

	(1)
	(2)
	(3)
	(4)
	(5)
	(6)

	442
	72,73,

84, 85 or 90
	The following goods required for the manufacturer of items of machinery, including prime movers, instruments, apparatus and appliances, control gear and transmission equipment, auxiliary equipment (including those required for research and development purposes, testing and quality control), namely:-

(i) Iron & Steel and articles thereof, falling under  Chapter 72 or 73;
	10%
	--
	5 and

95”;


95.
If before the clearance of the items of machinery, including prime movers, instruments, apparatus and appliances, control gear and transmission equipment, auxiliary equipment (including those required for research and development purposes, testing and quality control) (hereinafter referred to as the “capital goods”), where the capital goods are supplied for -

(i) initial setting up of a unit, the manufacturer furnishes an undertaking to the Deputy Commissioner of Central Excise or the Assistant Commissioner of Central Excise, as the case may be, having jurisdiction over his factory, that the value of investment to be made in fixed assets in plant and machinery (excluding land and buildings) in the said unit, within period of two years from the date of the first clearance under this exemption, shall not be less than rupees five crore and in the event of failure to comply with this condition, he shall pay an amount equal to the difference between the duty leviable on the imported goods but for the exemption under this notification and that already paid at the time of importation.

(ii) substantial expansion of an existing unit, the manufacturer proves to the satisfaction of the Deputy Commissioner of Central Excise or the Assistant Commissioner of Central Excise, as the case may be, having jurisdiction over his factory, that the value of investment in fixed assets in plant and machinery (excluding land and buildings) in the said unit, is more than rupees five crore at the time of first clearance under this exemption.

Explanation.- For the purposes of this exemption, “unit” shall have the same meaning as assigned under the Project Import Regulations, 1986.

Sd/-

(G.S. Karki)

Under Secretary to the Govt. of India
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