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EDITORTIAL

Dear Reader. The boom in steel production and prices in the world was phenomena triggered by excess demand from China, who not only increased own domestic production but also imported considerable quantity of steel for almost 5-6 years.  It appears that all their development work is over and the demand has shrunk.  In fact they are no longer in a position to absorb more steel in their economy and may shortly start exporting steel to other countries.  As we know the Chinese economy is not driven by market forces but on consideration, which are more or least political.  At present they are exporting many consumer items below cost price to Indian market and also to other countries. In the same manner it is feared that China may resort to dumping of steel products in the world market.  Indications are that the growth of economy may be only 5% a month.  Comparing to China, Indian economy for domestic requirement was fairly on even keel. 

The Association has brought it to the notice of the Government of India about non-clearance of imported steel melting scrap at various ports in India.  This is because the Customs Department is taking long time in clearing the imported scrap.  We have brought it to the Notice of the Government of India that the primary reason for promulgation of the circular by DGFT for strict inspections and customs clearance at loading and unloading ports was due to explosions occurring in various places. However, steel scrap imported from non-war areas was to be cleared at the earliest.  The customs departments have not understood the matter of clearing the scrap ships at unloading ports.  Our members have incurred demurrages in getting the scrap cleared.  We are, therefore, concerned and have taken action for quicker clearing of scrap at unloading ports.

GLEANINGS FROM THE PRESS

22 parameters laid down for VAT

The consultative committee attached to the finance ministry has prepared 22 ‘convergence’ parameters for the smooth launch of Value Added Tax (VAT) regime across the country on April 1.  Primary among them are continuation of existing incentives by states without breaking the VAT chain and the threshold limit to remain at maximum annual turnover of Rs. 5 lakh for registration of dealers.  States have the flexibility to take their decisions within these parameters.  Penal provisions in the VAT bill would not be more stringent than in the existing Sales Tax Act.

VAT rates on various commodities would be uniform for all states/ union territories. Basic necessities have been put in the 0% or exempted schedule, gold, silver and precious stones in the 1% schedule.  The 4% rate applies to other essential items and industrial inputs and the 12.5 % rate is the residual rate of VAT applicable to commodities not covered by other schedules.

 Sources stated that items like motor spirit, air turbine fuel (ATF) and liquor would be included in a category with 20% floor rate of tax.  Exports would be zero-rated.  Credits would be given for all taxes on inputs/purchases related to such exports.  

Input tax would be provided for opening stock of goods on April 1, 2005 for goods purchased at least on or after April 1, 2004.  Any state may provide credit for goods purchased even prior to that period.

Unadjusted input tax credit would not be carried forward for a period of more than two years after close of the concerned financial year (unadjusted input tax credit beyond that period would be refunded).  States would be at liberty to shorten this period.  Input tax credit for capital goods for interstate sales would be provided in full for local tax, and input tax credit for branch transfers would be provided for local taxes paid in excess of 4%. Moreover, there is a parameter wherein harassment of dealers would be prevented and VAT system would be made more acceptable to them.  There would be a provision for self-assessment by dealers and a threshold limit for registration of dealers in terms of turnover of Rs. 5 lakh would also be incorporated.

States’ status

So far 11 states have sent their VAT bills, after passing by the state legislature, for obtaining the assent of the President of India.  These states are Andhra Pradesh, Assam, Gujarat, Karnataka, Kerala, Maharashtra, Madhya Pradesh, Meghalaya, West Bengal, Rajasthan and Chhattisgarh.  MP got Presidential assent in 2002.  Rajasthan’s VAT bill has been notified by the government, after obtaining the governor’s assent.  The VAT bills of West Bengal, Karnataka, Kerala, Andhra Pradesh. Gujarat an Meghalaya have been recommended for Presidential assent by the finance ministry.  Bills of Assam, Chhattisgarh and Maharashtra are still in the pipeline

(Source Financial Express dated 14/01/2005) 

OECD STEEL INITIATIVE

The OECD steel initiative was launched in 2001, aimed at:

(i) Promoting the elimination of inefficient excess capacity and monitoring the progress that is being made in each country in facilitating structural changes in the industry; 

(ii) Identifying ways to strengthen multilateral disciplines on governmental measures and industry practices that distort markets and ultimately contribute to global overcapacity.   

All key non-OECD member countries that produce steel are involved in this exercise including Russia, Ukraine, Brazil, China and India.  While the OECD initiative covers broad range of issues, the top priorities of the discussions include: (i) subsidies and related government supports; (ii) trade remedies including countervailing duties.

At the meeting of the high level group in December 2002, a breakthrough was achieved with the launch of preparations for an agreement on the reduction or elimination of market distorting subsidies in steel.  An OECD secretariats negotiating draft on a Steel Subsidies Agreement (SSA) is under discussion since March 2003.  The basic approach has been to prohibit all subsidies with exceptions for subsides such as closure subsidies, R & d and environmental subsidies, natural disaster assistance, etc.  special and Differential (S & D) treatment in the nature of exemption from specific disciplines is also sought to be provided to developing countries and economies in transition through approaches such as “list”, “cap” and “amalgamated” approaches.

In a meeting of the seventh high-level meeting on steel at the OECD in Paris on June 28,29, 2004 the high level group (HLG) reaffirmed its interest in reaching an agreement that eliminates or  reduces trade-distorting subsidies in steel provided at all levels of government.  HLG concluded that, while significant progress towards an agreement has been made, differences remained among the participants in key areas that require further examination and discussion.  It urged participants to use the interim period for informal  consultations aimed at narrowing differences and advancing the negotiations and requested the OECD secretariat to consult with the participants on the future of the process and o report to the HLG.  It was agreed to meet in 2005to evaluate prospects for successfully concluding the negotiations.

On January 12 and 13, 2005, the OECD , in co-operation with the International Iron and Steel Institute, is holding a conference on the global outlook for steel.  The conference is an outgrowth of the HLG work on steel.  The meeting seeks to facilitate exchange of information on current and emerging developments in steel. And to examine key issues related to raw materials, transport and sustainable development.  It appears that there has been a shift in focus from trade distortions to the current situations in material and supply/demand issues. 
Natural gas pricing for steel sector.

It is reported that Government of India is introducing differential pricing for various sectors of industry. It wants to give gas at lower prices to fertilizer and power industry and higher price to steel, glass, automobiles and electronics sectors.  The Power and fertilizers account for 80% of Natural Gas consumption while steel sector accounts for less than 3% against an allocation of 6%.  This higher price for gas to steel industry i.e. manufacturing of Sponge Iron etc. will result in cost of  production by nearly Rs. 2520/0 per tone.  A three-fold increase in Natural Gas would lead to Rs. 4000/- per tonne additional cost for steel production.  It will price out the steel for export.

The Association therefore is writing to Government of India not to increase price of gas for steel manufacturers because induction furnace production will be effected due to high price of sponge iron.

5% import levy a sinking prospect for shipbreaking

The year 2004 has been ominous for ship breakers in India.  Alang is on a steady decline and as per figures published by UK- based Clarksons for 2004, India is down to third position, below Bangladesh and China.

Ships available for demolition have shrunk and junk ship prices hoer around $390-400 per light displacement tonnage (LDT, which is the actual weight of a ship): import duty of 5% for ships vis-à-vis 0% on metal scrap has made ship breaking unviable.    Many breakers have downed shutters in Alang – Sosiya, once the world’s largest ship demolition yard.  Breakers anticipate that total demolition in 2004-05 is not expected to go beyond 1 million LDT, 50% down from last year.

The ministries of Steel, shipping and environment have now come together and initiated discussions with breakers and Gujarat Maritime Board, which owns the demolition plots in Alang.  Industry officials said the ministries plan to recommend abolition of the existing duty, to bring it on par with scrap imports.

Alang, which made India prominent as the world’s top ship recycling nation for many years is apparently facing problems.  Out of over 175 ship breaking plots, hardly 40 plots are operating now.  Direct employment has come down to about 8,000 from 35,000.  Out of  300 re-rolling mills in Gujarat, only 100 remain operative.

Similarly,  out of 120 oxygen-manufacturing units, only 20 are operative now.  Thus indirect employment has come down to about 20,000 against one lakh earlier, say industry officials.  Industry officials claim import would go down much below 1 million tonnes in the coming years if the duty is not reduced to nil/

At 5% duty, Indian breakers are not able to face competition as their counterparts from Bangladesh and China function under lower duty regimes.

(Economic Times dated 22nd January, 2005)

Differential iron ore pricing

The Government of India has asked NMDC to charge international spot prices FOR Iron ore retrospectively from April 01, 04. from private customers. The government has further asked NMDC to put in a place a “differential pricing” policy, under which  iron ore prices for PSU customers would be substantially lower than the prices for private sector units.  The reason for this is  given by Government is that the units are diverting steel out put to export at the cost of the domestic market with an eye on “supra-normal” profits.

AIIFA COMMENTS: - 
AIIFA consider it unhelpful policy of Government of India. If for ore they want differential pricing, what about import duty of nil % on coking coal to integrated steel plants. All main producers have make huge profits during the last two years. The import duty for coking coal should be 10% so that ‘energy cost’ to Main Producers is near equal to electric process of making steel

(Minerals & metals Weekly, Vol. III No. 3 dated January 17, 2005)

Global Steel Production to grow 5% in ’05: OECD

Global steel production should grow 5% percent in 2005 and 3.5% in 2006, the organization for Economic Cooperation and Development said recently. Initial estimates showed that 1.05 billion tons of steel were forged in 2004, 8.7% more than in 2003, OECD economist Franco Manatto said during a high-level meeting on steel organized by the OECD and the International Iron and Steel Institute.  China churned out 26% of steel produced in the world last with 270 million tons, marking a 22.5% jump from 2003.  The European OECD member countries accounted for 20% of global steel production, the United States and Canada 13%, and the Asian members of the OECD 16%.  After the production surge in 2004, china is expected to forge 14% more steel this year followed by 11% more in 2006,  according to the OECD.  While domestic output surged last year, Chinese steel imports slumped 24% to 30 million tons.  The OECD’s  Manatto said that the fall in Chinese imports was likely to continue this and next year and that exports might have doubled in 2004 and were likely to keep growing.

(Minerals & Metals Review weekly dated January 17, 2005)

Steel Long future volumes increase by 70% at MCX

The long and the flat of steel are yet to find their true place in commodity futures.  Dogged by the low volume/low liquidity phenomenon, the world’s first steel futures, hailed as one of the best risk management systems for volatile steel markets, might find succor at Mandi Gobindgarh.

One of the ‘largest steel-trading centres of Asia,” the steel hub near Ludhiana, is just waking up to the possibility of commodity futures for 5,000 – 7,000 tonne of ingots it produces daily.

According to an official of MCX (Multi Commodity Exchange), futures trading volumes in the ‘steel long’ category have gone up by almost 70% since the exchange made Mandi Gobindgarh its delivery center.  “The entire northern steel trade is channeled through Gobindgarh and traders from Ludhiana, Kanpur, Ghaziabad, Faridabad have become active two months ago when the steel long prices were made ex-Mandi Gobindgarh rather than ex-Mumbai,” adds the official.

While the exchange authorities are expecting a sharp rise in steel futures trading volumes in the next six months, at present the total contract amount (including the January, February and March contracts) is barely 10% of the physically traded volumes with only eight of the around 3,000 traders at Gobindgarh associated with the MCX.

(Minerals & Metals Review weekly dated January 17, 2005)
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CENTRAL EXCISE CIRCULAR

Circular No 806/3/2005-CX dated: 12th January, 2005 (F.No. 208/7/2003-CX.6-)

To,

All Chief Commissioners of Central Excise & Customs

All  Commissioners of Central Excise & Customs, 

All  Commissioners of  Central Excise

All Commissioners of Central Excise (Appeals),

The Comptroller and Auditor General of India

Amendment to circular No. 762/78/2003-CX dated 11.11.2003 – regarding

I am directed to refer to Board’s Circular No. 762/78/2003-CX dated 11.11.2003 containing a clarification regarding the cases which have been remanded by the appellate authority for de novo adjudication.  The clarification given earlier is reproduced below:

i) for cases where the appellate authority remand the case with the direction mentioning specifically the level of officer who has to adjudicate the case, then those cases should be adjudicated by the level of officer specified in the said appellate order and the revised level of monetary limit of adjudication is not applicable for those cases; and 

ii) for cases where the appellate authority remand the case for de novo adjudication without specifically mentioning the level of officer who has to adjudicate the case, then those cases should be adjudicated by the proper officer as per the revised monetary limit prescribed vide Circular No. 752/78/2003-CX dated 01.10.2003.

2. The issue has been re-examined in consultation with Ministry of Law  and the above-mentioned Circular is modified to the extent that para 2 (ii) therein shall be treated as deleted from the Circular.  It is clarified that the cases remanded back for de novo adjudication should be decided by an authority, which passed the said remanded order.  The revised instructions will not affect the remanded cases already re-adjudicated.

3. The field formations may suitably be informed.

4. Receipt of this Circular may please be acknowledged.

5. Hindi version will follow.













Sd/-

(Neerav Kumar Mallick)

Under Secretary (CX.6)

CENTRAL EXCISE CIRCULAR

Circular No. 805/2/2005-CX dated 11th January, 2005(F.NO.209/7/2003-CX 6)

To,

All Chief Commissioners of Central Excise 

All  Chief Commissioners of Customs & Central Excise 

All  Commissioners of  Central Excise

All Commissioners of Central Excise (Appeals),

The Comptroller and Auditor General of India

Export of resultant goods manufactured by using goods obtained

without payment of duty under notification No. 43/2001-CE(NT)

dated 26th June, 2001 – regarding

I am directed to say that notification No. 43/2001-CE(NT) dated 26th June, 2001 was amended vide notification No. 10/2004-CE(NT) dated 3rd June, 2004.  The said amendment added an Explanation to notification No. 43/2001-CE(NT) clarifying that goods manufactured or processed using materials procured under notification No. 43/2001-CE(NT) can only be exported in terms of sub-rule (1) of rule 19 of central Excise Rules, 2002.

2. Board had also issued Circular No. 792/25/2004-CX dated 3rd June, 2004 stating that the amendment carried out vide notification No. 10/2004-CE(NT) dated 3rd June, 2004 is clarificatory in nature and goods manufactured or processed using materials procured under notification No. 43/2001-CE(NT) can only be exported under Bond i.e. in terms of sub-rule (1) of rule 19 of Central Excise Rules, 2002 read with notification No. 42/2001-CE(NT) dated 26th June, 2001.

3. Consequent to above, references have been received from trade and industry as to whether the provisions of amending notification No. 10/2004-CE (NT) dated 3rd June, 2004 would be applicable retrospectively.  The matter has been examined by Board.  It is hereby, clarified that the notification No. 10/2004-CE (NT) dated 3rd June, 2004 would be  applicable prospectively from the date of issue of the notification i.e. 3rd June, 2004 and not to exports effected already.  Circular No. 792/25/2004-CX dated 3rd June, 2004 stands modified to the above extent.  Pending claims if any, may be decided accordingly.

4. Trade and field formations may please be informed suitably.

5. Receipt of the Circular may be acknowledged.

6. Hindi version will follow.













Sd/-

(Neerav Kumar Mallick)

Under Secretary to the Govt. of India

CUSTOMS NOTIFICATION

NOTIFICATION NO. 118/2004-CUSTOMS DATED 31ST DECEMBER, 2004

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 so to do, hereby makes the following further amendments in the notification of the Government of India in the Ministry of Finance(Department of Revenue), No. 5/2004-Customs, dated the 8th January, 2004, namely :-

In the said notification, in the Table, against S.No. 343, for the entry in column (2), the entry ‘72” shall be  substituted.

2. This notification shall come into force on the 1st day of January, 2005.









Sd/-








(V. Sivasubramanian)








Deputy Secretary to the Government of India

F.No. 356/36/2004-TRU

Foot note :- The principal notification No. 5/2004-Customs, dated the 8th January, 


 2004 was published in the Gazette of India vide number G.S.R. 18 (E), 


dated the January 2004 and was last amended vide notification No. 


68/2004-Custom,s, dated the 9th July, 2004 (G.S.R. 410(E), dated the 9th 

July, 2004

-COPY OF-

CORRIGENDUM

Dated 31st December, 2004






CORRIGENDUM

In the notification of the Government of India in the Ministry of Finance (Department of Revenue), No. 116/2004-Customs, dated the 24th December, 2004, published in the Gazette of India, Extraordinary, Part II, Section 3, sub-section (i) vide G.S.R. 836 (E), dated the 24th December, 2004;-

(i) wherever it occurs, for the words and numbers “No. 83/2000-Customs, dated 6th June, 2000” read, “No. 10/2001-customs, dated the 31st January, 2001(G.S.R. 47 (E), dated the 24th December, 2004.

(ii) the footnote stands deleted












Sd/-










(V. Sivasubramanian)








Deputy Secretary to the Government of India
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