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EDITORIAL

We have noted from the reports appearing in various newspapers that Steel prices may continue to rise further.  However, Government of India has issued certain notifications where the import duty has been reduced from peak of 25% to 20%.  The Special Additional Duty (SAD) of 4% has been totally abolished.  Thus, the steel prices may not increase the way they have been increased by the main producers, both of flat as well as long products.  However, the effect of these measures by the Government of India may be off-set by increase in demand of Steel and increase in production by domestic steel producers.   The market may warrant the increase in prices if demand continues to rise.  As far as long products are concerned, the price rise is not very much.  However, the import of billets may effect the market conditions.

The price of input material such as sponge iron and steel melting scrap may be effected by measures announced by the Government of India.  The coal import duty has been reduced by 25% to 15%.  With the result, the domestic coal prices may also decrease.  Coal is used in the manufacture of sponge iron.  The Government of India has also announced the export of iron ore of less than 63% iron content will be allowed.  Thus the rich iron ores which are being exported at present can be used in the manufacture of sponge iron and iron ore prices may stabilize. It is presumed that sponge iron prices may decrease in the near future.  As far as steel melting scrap is concerned, the removal of SAD would mean that its import duty will be only 5%.  It is expected that the prices of input materials in the manufacture of pencil ingots may decrease.  

There had been many meetings in regard to power tariff policy.  It will depend upon the manner in which State Governments are going to modify their State Electricity Boards.  The Central Electricity Regulatory Commission (CERC) has already informed the State Regulatory Commissions to see that losses are not very much.

AIIFA HEAD OFFICE SHIFTING FOR RENOVATION – NEW ADDRESS
Members are hereby informed that due to renovation work of AIIFA Head Office, i.e. 209 M G House, Community Centre, Wazirpur Industrial Area, Delhi – 110 052 has shifted temporarily up to middle of March 2004 at the following address:

All India Induction Furnaces Association

C/o M/s Gopal Industries

C-55/2, Wazirpur Industrial Area

Delhi – 110 052.  Tel: 011-2737 7722
This office is of Shri Gopal Gupta, President, AIIFA.  However, telephone, fax numbers and e-mail address of the office will remain in operation as one of the office staff will be available at AIIFA office, but members are advised to ring up the above number. You can contact Mr. Varshney on his cell phone No. 98183 11834.  We regret for the inconvenience caused.
IMPACT OF FINANCE MINISTER’S ANNOUNCEMENT ON CUSTOMS DUTY, ETC.

Coal:
Members may kindly note that Finance Minister has reduced the Customs duty on coal from 25% to 15% so that coal becomes cheaper for power generation and for other purposes.  It may be noted that AIIFA had been pleading with the Ministry of Finance for the last 4 years to reduce the import duty on coal.  Our plea was because this coal will make the sponge iron somewhat cheaper.  It is expected that power generation cost by thermal process may be decreased.  However our plea to increase the customs duty on coking coal to 15% has not been done, so that the energy cost of Induction Furnaces is identical to the Integrated Steel Plants.  We will continue our pleading to the Ministry of Finance in this regard.

Special Additional Duty (SAD) : Special Additional Duty (SAD) has been totally removed.  This means that 4% SAD introduced in the Interim Budget will make imported Steel cheaper.

Reduction of Customs duty on all Steel Items :  The Finance Minister has also announced reduction of peak Customs duty of 25% applicable on Steel products by 5%.   It means, import of Steel at a cheaper rate for consumers.   Perhaps this may effect the Induction Furnace industry.  However, this will be off-set if the consumption of Steel increases due to increased demand of steel.  In case the power is not a constraint, the Induction Furnace industry will benefit in the long run.

Development of Infrastructure :  The Finance Minister has also announced various schemes to facilitate development of infrastructure sector like ‘Atal Grameen Griha Yojana.   Around Rs. 50,000 crore at concessional rates to fund core sector projects along with other schemes has been announced.  The development of infrastructure will mean increase in consumption of steel particularly long products.  

Cutting Down interests by Banks : Bankers feel that faint murmurs of investments they have been hearing from the industry would gradually translate into full blown activity, thanks to the investor-friendly tax cuts. These measures may also improve the quality of existing loan portfolios of banks and financial institution as lower rates would improve the viability of power and telecom projects.

GLEANINGS FROM THE PRESS

1. Anti-dumping duty on Steel Wires :  

The US Government has imposed Anti-dumping duty from 85% to 105% of the imports made by USA from India and 5 other countries.  It will effect the Indian Steel Wires industry in India.  Anti-dumping duty has been imposed by the US on other countries are South Korea, Brazil, Mexico and Thailand.  

(Source: The Financial Express, dated 12.01.2004)

2. Finished Steel Production rises 6.1% at 26 mt.

According to the reports appearing in newspapers, it is noted that finished steel production in the country from April – December 2003 was 25.8 mt, i.e. an increase of 6.1% over the steel production in the last year.  The exports of Steel from India was 3.5 mt in April-December 2003 compared to corresponding period last year.   The year-end Indian Steel exports could easily cross the 5 mt mark for the first time, even with restricted shipments to China.  With Indian exports to China accounting for more than 5% of total Chinese imports in last 6-7 months, crossing the 3% threshold limit for initiating any retaliatory action.

(Source: The Economic Times, dated 08.01.2004)

3. Increase in Iron Ore Prices

Members may kindly note that Iron ore prices were increased by the National Mineral Development Corporation (NMDC) from Rs, 600/- per tonne to Rs. 2100/- per tonne in the month of December 2003, ruling price at present is Rs. 2200/- per tonne.  This made the Sponge iron costlier. This lead to the increase of prices in sponge iron.  The cost of sponge iron now in northern India is varying from Rs. 12,000/- to Rs. 12,500/- per tonne.  The sponge iron industry had been representing to the Government not to export iron ore to other countries.  Government of India have, therefore, imposing fresh curb on export of iron ore.  Iron ore containing less than 63% iron content will be exported.  India’s total iron ore exports stood at 49 mt last year.  Exports to China has risen manifold in last few months and is estimated to touch 30 mt in 2003-2004.

(Source: The Economic Times, dated 08.01.2004)

4. Customs duty cut may bring down steel price

A 5% cut in customs duty on steel will force the domestic steel makers to roll back the latest Rs. 1,000 – 1,500 per tonne price hike effected from December 31, 2003.  The latest round of price increases has put domestic steel prices at par if not more than the landed cost of imported steel.  With chances of an early election looking brighter by the day, the government is preparing for some ‘out-of-Budget’ policy changes like a cut in steel tariffs prior to a vote on account.  After a few rounds of meeting between the steel makers, key customer lobbies, the government is considering a 5% cut in steel tariffs from a peak level of 25%.  At present domestic players are banking on the additional in cost for inland transportation for non-port based customers to risk a higher domestic steel price than the landed cost of imports.  For long term customers with annual contracts, the prices are, however, still marginally lower than landed costs of imported steel.  Even for long products like billets, a basic saleable steel for re-rolling construction grade steel, the landed cost of import works out a par with domestic price of about Rs. 16,000 per tonne with billets prices in China market hovering around $290-300 per tonne (c&f).  However, faced with a rising raw material bill, domestic steel companies are pinning their hope that HRC will cross $400-410 per tonne levels for March ’04 deliveries and hit the roof by mid-2004 to even cross historic highs of $450 per tonne.  A stronger dollar coupled with rising steel prices will give the additional support for domestic prices even at lower levels of import duty protection.  Over the next two years, Indian steel makers will have to face the reality of WTO driven tariff levels wherein India has to bring down Customs duty levels to below 10% by 2005-06.

(Source: The Economic Times, dated 05.01.2004)

5. Need to phase out subsidies for proper tariff regime
(Extracts of Interview with Shri A.K. Basu, IAS, Chairman, CERC taken by Hindustan Times correspondent on 10.01.2004)

Open Access Regime:
He clarified in regard to open access system as given in Electricity Act, 2003 all distribution companies, traders and generating companies will have non-discriminatory open access to the inter-state electricity transmission system in the country on payment of specified transmission charges.  Open access is expected to facilitate competition in the industry and thereby, create conditions for the development of the market. Following the western model, Indian companies could pool power in an exchange.  A consumer would be free to buy it from anyone.  We are also trying to push the recommendations for competitive bidding for power projects.  A tariff-based bidding system would require minimal interference from a regulator like CERC.  (This Open Access System has been passed by Lok Sabha and Rajya Sabha in December 2003 and notification is under issue)

Power Tariffs:
When asked about the power tariff increase or decrease, he stated that tariffs can only go down. Currently, the focus is on streamlining and rationalizing the tariff regime.  The sector has seen too much price variations due to subsidies and cross-subsidies.  Gradual phase out of all such subsidies is necessary to set up a proper tariff regime in the country.  CERC has recently issued a new set of draft regulations containing terms and conditions of tariff for generation and transmission.

Highlights of the new Regulations:
  He was of the view that new terms and conditions will apply to all inter-state generating and transmission utilities.  The changeover from intrusive regulation involving detailed scrutiny of the various actual costs to light-handed regulation based on normative parameters of performance is the hallmark of the proposed regulation.

Progress of Power Trading licenses:
Work in this regard is continuing and we hope to come out with the final decision by middle of January 2004.  We have discussed the matter with various stakeholders.  We have asked various companies to continue their present trading business till April 15 after which a license will be necessary.

6. Swiss Court says Tatas Paid Bribes

A UK based businessman has been convicted in Switzerland of laundering tens of million of dollars in bribes for General Sani Abacha, the late Nigerian dictator; who plundered an estimated $5 million during his five years in charge of the country, a leading British financial daily reported.  The Tata group however, denied the allegation and threatened to sue the newspaper.  The bribes were paid by several international companies, including Errostaal of Germany and Tatas as part of Abacha’s system of systematic corruption, according to the Swiss sentencing order, a copy of which the Financial Times claims to have obtained. The judgment found subsidiaries of Tata paid about $ 40 million into the account, which the judgment found to be bribes.  The company has won contracts to export vehicles to Nigeria for the army and other government agencies.  But a Tata spokesman said its records contained no references to the two entities cited, and it had made no such payments.

(The Hindustan Times dated 26th December, 2004)

7. Steel Cos Hike Prices by Rs. 1,600/T

All the major steel producers have increased the prices of the products  by about Rs. 1600 per tonne.  They blame that they had no options but to increase it due to raising cost of Iron, Scrap, Sponge Iron and coal for 7% raise.  “Steel companies have hiked prices across product categories by Rs. 1,400 to Rs. 1,600 a tonne, depending on the size and weight of the product.  The price increase of about 7% has been blamed on increase input costs.  Costs of primary inputs like iron, scrap, sponge iron, and coal have almost doubled in the last nine months.”

(Source : The Economic Times dated 2nd January, 2004)

8. Stainless Steel set for price rise too

On the heels of this increase, Stainless steel prices too look set to rise sharply with the relentless increase in international nickel prices.  According to industry sources, domestic and export prices for stainless steel could see an increase of at least Rs. 5,000 per tonne while higher grades might rise by over Rs. 12,000 per tonne.  Nickel prices have risen to unprecedented levels of $15,000 per tonne in the last month.  Driving the sentiment up is the optimistic outlook for Chinese consumption.  While China’s stainless steel consumption is placed at around 3.2 million tonne, the country’s stainless steel production averages just 1.3 million tonne.  India exported 200-300,000 tonne of Stainless steel last fiscal.  The industry is eyeing a 15% export growth year-on-year for the next 3-4 years.  According to industry sources, the domestic demand outlook is also improving sharply with increased application in railway transportation, housing and architecture.  The army is said to be considering use of stainless steel in its upcoming housing project for army personnel.

(Source:  Steel Trade Intelligence, dated 16.01.2004)

NEW MEMBERS

We are reproducing below the name and address of a new member who have joined AIIFA recently.  We are grateful to this company for their becoming members of the Association and strengthening the voice of Induction Furnace industry:

i)
Name and Address


:
SHREE KRISHNA STEEL PRODUCTS

for Correspondence



Survey No. 189/1, Village – Kanadi









Naroli, Silvassa (D & N.H.)









Tel: 0260-2651214/2651215









Fax: 0260-23453616/617


Membership No.



:
536

Name of the Chief
 Executive(s)
:
Shri Manish R Agarwal








Shri Rakesh Agarwal


Products made



:
M.S. Ingots

CHANGE OF ADDRESS

Members are hereby informed that Shri Sanjay Kumar Sharma, who is Chairman of AIIFA, Southern Regional Branch has changed his address.  The new address is given below for further correspondence.

Mr. Sanjay Kumar Sharma

Chairman, AIIFA-SRB

S-48, 1st Floor, 20th Street, 6th Avenue

Anna Nagar, Chennai – 600 040.

Tel: 044-2647 0747 & Fax No. 044-2647 0748
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CLARIFICATION FOR ENVIRONMENT

Members attention is invited to our Newsletter issue No. 16, Vol. I, dated 16.12.2003 – Part II, under heading Ministry of Environment and Forest Circular.  

It is clarified from the circular that the clearance from Environment Impact Agency (EIA) for installation of Induction Furnace units.  Many State Governments had categorized Induction Furnace units under the Foundry Category.  According to the Circular No. J.11013/52/2002-IA II(1), Ministry of Environment and Forests dated October 6, 2003, the Induction Furnaces can be installed without approaching Pollution Control Board for EIA clearance.  This does not mean that Induction Furnaces should not use pollution control measures according to Government of India, EPA Notification, August 1990, all Induction Furnaces are required to have emission limit of SPA maximum 150 mg per cubic meter.  No other emission standard is prescribed.   Induction Furnaces have, therefore, to install Pollution Control equipments to contain the Solid Particulate Matter (SPM) to maximum 150 mg/cubic meter.  It has been found that if the quality of scrap is not good and if the sulphur content is high and scrap is dirty, the existing gasses may contain SPM more than 1000 mg/cubic meter.  For this a more sophisticated Pollution Control devises are to be installed.

CENTRAL EXCISE NOTIFICATION (N.T. SERIES)

We are reproducing below a copy of the Central Excise Notification No. 1/2004-Central Excise (N.T.) dated 8th January 2004 (F.No. 201/102/2003-CX.6) issued by Ministry of Finance, Department of Revenue, New Delhi for information of all members.

“In exercise of the powers conferred by section 37 of the Central Excise Act, 1944 (1 of 1944), the Central Government hereby makes the following rules further to amend the Central Excise Rules, 2002, namely:-

1.
(1)
These rules may be called the Central Excise (Amendment) Rules, 2004.

(2) They shall come into force on the 9th day of January, 2004.
2.
In the Central Excise Rules, 2002, after rule 16A, the following rules shall be inserted namely:-

‘16B.
Special procedure for removal of semi-finished goods for certain purposes.- The Commissioner of Central Excise may by special order and subject to conditions as may be specified by the Commissioner of Central Excise, permit a manufacturer to remove excisable goods which are in the nature of semi-finished goods, for carrying out certain manufacturing processes, to some other premises and to bring back such goods to his factory, without payment of duty, or to some other registered premises and allow these goods to be removed on payment of duty or without payment of duty for export from such other registered premises.

16C.
Special procedure for removal of excisable goods for carrying out tests. -  The Commissioner of Central Excise may, by special order and subject to such conditions as may be specified by the Commissioner of Central Excise, permit a manufacturer to remove excisable goods manufactured in his factory for carrying out tests to some other premises and to bring back such goods to his factory, without payment of duty, or to some other registered premises and allow these goods to be removed on payment of duty, or without payment of duty for export from such other registered premises:

Provided that this rule shall not apply to the goods known as “prototypes” which are sent out for trial or development test’.

Sd/-

(Neerav Kumar Mallick)

Under Secretary to the Govt. of India

IMPORT OF IRON & STEEL THROUGH MAJOR INDIAN PORTS

REPORT FOR THE PERIOD: APRIL 2003 – SEPTEMBER 2003 (PROV.)

Quantity : ‘000 tonne

Value      :  Rs. Crore
	SL

NO
	    C A T E G O R Y
	CARBON STEEL

(PRIME)*
	CARBON STEEL

(SECONDS/DEF.)
	ALLOY/STAIN-

LESS STEEL
	   TOTAL

	
	
	QTY.
	VALUE
	QTY.
	VALUE
	QTY.
	VALUE
	QTY
	VALUE

	I.
	STEEL

A. SEMIS

Billets,Slabs, etc.

Re-rollable Scrap
	34.7

13.7
	39.73

10.14
	
	
	8.0
	46.80
	42.7

13.7
	86.53

10.14

	
	B. FINISHED STEEL

NON-Flat Products

Bars & Rods

Structurals

Railway Materials
	16.6

8.0
	37.86

16.36
	
	
	15.8
	89.84
	32.4

8.0

0.0
	127.70

16.36

0.00

	
	Total (1) Non-Flat Prod.
	24.6
	54.22
	0
	0.00
	15.8
	89.84
	40.4
	144.06

	
	2. Flat Products

Plates

HR Sheets

HR Coils/Skelp/Strips

CR Coils/Sheets

GP/GC/Coated Sheet

Elec. Sheets

TMBP

Tin Plates

Tin Plates W/W

Tin Free Steel
	302.0

7.4

190.5

81.3

36.6

24.8

12.8

7.7
	579.70

12.74

274.50

198.43

111.77

102.86

35.80

21.80
	0.1

4.0

4.9

33.9

9.7

6.6

0.1

3.8

6.4

6.6
	0.48

3.95

5.56

41.09

9.69

18.06

0.27

4.80

13.10

8.31
	10.0

22.4

12.0

11.3

0.2


	64.13

52.72

48.94

69.55

1.53
	312.1

33.8

207.4

126.5

46.5

31.4

0.1

16.6

6.4

14.3
	644.31

69.41

329.00

309.7

122.99

120.92

0.27

40.60

13.10

30.11

	
	Total (2) Flat Products
	663.1
	1337.60
	76.1
	105.31
	55.9
	236.87
	795.1
	1679.78

	
	Total Finished Steel
	687.7
	1391.82
	76.1
	105.31
	71.7
	326.71
	835.5
	1823.84

	
	Total Steel = (A+B)
	736.1
	1441.69
	76.1
	105.31
	79.7
	373.51
	891.9
	1920.51

	II

III

IV
	Other Steel Items

      Pipes & Fittings

      Misc. Steel Items

      Melting Scrap

Iron

      Pig Iron 

      Sponge Iron (High grade raw ground)

      H.B. Iron

Ferro Alloys
	45.8

25.4

588.3

1.3

19.4
	133.87

96.91

545.11

1.55

65.45



	
	         GRAND TOTAL:
	1572.1
	2763.40


(Source: JPC, Kolkata)
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