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EDITORIAL

It is noted that steel prices in general had touched the lowest price around June 06th, 2004.   The pencil ingots prices as at Delhi on 8th June,04 was Rs. 18,700/- per tonne and then it was quoted on 11th June, 04 as Rs. 19,500/-. It is stationery      at Rs. 19,500/- since then. Rolled products such as 12mm bars were quoted at Rs. 23,800/- on 8th June but increased to Rs. 25,200/- on 16th June. Steel ministry convened Steel Council Meeting on 12th June,04 which was presided over by Hon’ble Minister for Steel Shri Ram Vilas Paswan. Consumers of steel mainly Automotive Components manufactures, small-scale industries, building construction contractors and some others expressed indignation over frequent increases in prices of steel. They wanted some stabilization of prices of long as well as flat products so that they can honour their contractual obligations. The producers of steel such as SAIL and TISCO pleaded that it is not possible to guarantee no increase in prices of steel products because the raw material prices are increasing particularly of coking coal.

Hon’ble Minister of Steel, after hearing consumers of Steel, announced the appointment of a Regulatory Authority for controlling steel prices. This announcement was welcomed by steel consumers. But the comments of Steel Producers are against the Regulatory regime for steel. We are reproducing these comments and the editorials in some newspapers criticizing the Minister’s views. We are also of the view that the appointment of a Regulatory authority would mean reverting to old days of control regime.  The announcement  by the Minister that distribution/supply of steel to small-scale industries will be through co-operative societies or small-scale industries association. This will again bring about irregularities and corruption as was till 1992 before liberalization.

In the Power sector, some States are announcing populist measures of giving free power to farm sector. It is an example of blatant expediency. Other states may also give such largesse to power consumers. However, the new power minister PM Sayeed told such states that all the expenditure on such populistic measure have to be met by the state from its own budget and should not ask Central Govt. to subsidize the budget of state    for power. The power sector has been a drain on fiscal health of the state. The power sector is not attracting private sector investment. Some partners of new UPA in the new government at centre wanted review of Electricity Act, 2003. If it is done it will mean going back on certain commitment. This Act is perhaps the least framework that gives a holistic approach and choice to the states to adopt a suitable model to reform SEBs.

Another big challenge is to close the widening gap between the targeted additional capacity and actual achievement. This has been sadly lacking. There is need for an effective mechanism to monitor power projects in the central sector. It will reduce the over runs on projects. So far private investment had been a trickle. For this purpose, both policy for incentives and regulatory uncertainty need to be addressed. The tariff policy needs to be rationalized. We are of the view that in our sector is fairly large consumer of power want it to be pulled out from ideological clutches of the dogmatic approach of the states and make power reforms a top priority.

MEETING ATTENDED BY AIIFA REPRESENTATIVES

Pre-Budget Meeting on 04.06.2004 – Organized by PHDCCI.

The PHD Chamber of Commerce and Industry held an emergent Pre-Budget meeting on 04th June, 2004 at New Delhi.  Shri R.P. Varshney, Executive Director attended this meeting on behalf of AIIFA and put up points before the officials of Ministry of Finance.  The Government of India consulted Ministries of Steel and Finance in February 2004 in regard to lowering of Central Excise and Customs duties so that the prices of Steel to the consumers are reduced.  In this connection they took up the matter as follows:

1.
Reduction of Customs duties on Coking Coal

It was felt that Steel produced can be cheaper if the existing Customs duty on coking coal is reduced from 5% to zero per cent and this was done by the government in March 2004.  AIIFA, therefore pleaded that the argument given by the Main Producers for reduction of duty on coking coal is also applicable in case of steel melting scrap.  The prices of steel melting scrap in the international market had gone high and it is in short supply indigenously.  Thus, the customs duty on steel melting scrap should also be zero percent.   Shri Sanjay Bhatia, Chairman, Indirect Taxes Committee, PHD-CCI agreed and will recommend this point to the government.

2.
Customs duty on Low Carbon Ferro Alloys

While Shri Sanjay Bhatia was not very convinced about the reduction of Customs duty on Low Carbon Ferro Alloys yet when it was pleaded that the ordinary man is using Stainless Steels and if the customs duty is reduced, the nickel free stainless steels will become cheaper and more affordable to common man.  It was, therefore, included in the PHD-CCI memorandum to the Ministry of Finance.

3.
CENVAT Credit on Steel Melting Scrap locally procured. 

This point was taken up with the Chairman, Indirect Taxes Committee, PHD-CCI in sending it to the Ministry of Finance.  Shri Sanjay Bhatia is of the view that even during the presentation of Union Budget in the year 2002-2003, we pleaded about giving some adjustments of excise duty on indigenously procured steel melting scrap for which duty paying documents are not available, the Ministry of Finance were not convinced.  He therefore, suggested that we may take it up through Ministry of Steel.   AIIFA representatives also requested to PHD-CCI to see that the customs duty on sponge iron which was reduced in the month of February 2004 from 25% to 15% is further reduced to 5% as it is a substitute to steel melting scrap which should attract zero per cent duty.

4.
Excise Duty on Steel

In the month of February 2004, Government of India reduced the Excise duty from 16% to 8% on all steel products.  We pleaded that it should not be reversed by the government in order to build-up the revenue.  The general feeling in the meeting was that at the moment they may not make any changes in regard to Excise duty on steel.  In any case, Shri Sanjay Bhatia will certainly plead to the government for status quo.  

5.
Excise duty on ex-stockyard prices to Main Producers

It was pleaded that efforts are being made by Integrated Steel Plants through Steel Ministry to reverse back the decision taken in the Union Budget 2002-2003 for charging excise duty on ex-stockyard prices instead of ex-factory gate price.  During the course of discussion with the Ministry of Steel, it was noted that Integrated Steel Plants have tried to convince Minister of Steel in this regard.   Even in the Ministry of Steel meeting, AIIFA representatives had told the Ministry of Steel that they should not try to reverse back this aspects which was after a long fight, the secondary steel sector got changed.  PHD-CCI will certainly back upon us this point.

6.
Value Added Tax (VAT)

PHD-CCI is taking up this point with Ministry of Finance and most likely the VAT may implemented by the government on 01.04.2005

7.
Additional Excise & Customs duties

According to the newspaper reports and observations made by the Ministry of Finance officials, there may be an additional Excise & Customs duties of 2% on all items hereafter.

Approach of new UPA government for development

The central Govt. under NDA had launched several good schemes and the new government under UPA should try to use the same for growth of the economy. However, the previous government, some policies did not benefit larger sections of society i.e., rural poor. But the reforms initiated in 90s led to high gross domestic product (GDP), growth numbers, healthy foreign exchange reserves (FOREX) low inflation rate, good stock market, high growth infrastructure and raising foreign direct investment (FDI). It is in the physical infrastructure sector that more investment came in during the time of previous government. The new government must maintain the same. How this government can do better will also depend on its approach to reforms in areas where there is distinct pick up. Say in telecom, IT, enabled services, transport, electricity and the development of regulatory institutions. It will be a fully to disturb or alter the course of infrastructure reforms initiated by the previous government.

GLEANINGS FROM THE PRESS

Steel Minister wants Steel Regulator by September 2004

It is reported by the Hindustan Times, dated 19.06.2004 that Hon’ble Minister for Steel declared on 18.06.04 that a draft proposal for setting up a regulator for steel industry would be ready by September 2004.   He was of the view that unfortunately some people were speaking against setting up of a regulator, a move that was initiated from the National Steel Consumer Council meeting held on 12th June, 2004 at New Delhi.  He has asserted that the regulator for steel is in favour of the nation, consumers and industry, then there is no harm for setting up a regulatory body.  

AIIFA VIEWS

We have already given in the above paras some of the editorials and views of the industry against setting up a regulatory body for steel.  Perhaps, Hon’ble Minister has not examined the points in depth.

Domestic Steel Prices of long products

Domestic Steel prices of long products have shown a declining trend during the last fortnight.  This has been already reported in our IF Newsletter in the first issue of June 2004.  According to Dr. A S Firoz, Chief Economist, ERU-JPC has observed in his article appearing in the Financial Express, dated 07.06.2004 that the long product prices have dropped for the following reasons.  One, the metallics prices are down globally and their impact is visible on the Indian market.  The recent days have witnessed huge drops in the prices of billets and long products on the world market.  Therefore, unless prices are reduced in the domestic markets by the producers, imports will do the job.  Two, there is a slackening of demand due to lack of government purchases as the government departments may be just settling down after the elections and waiting for the new budget.  Three, the seasonality.  Usually, the steel activities in the first quarter of the financial year remain a low key.  This is because the steel mills tend to sell as much as possible in March and major buyers including the government departments rush to complete their purchases before the end of the financial year and then wait a couple of months planning for the year.  We, however, feel that the demand for steel will pick up once the Budget is presented by the Finance Minister in the first week of July, 2004 and the investments for the infrastructure will clearly marked out.  We still hold the view that the price of Pencil ingots may be as low as Rs. 17,000 per tonne and not less.  The price of steel melting scrap, which has shown a downward trend in the international market, may be arrested.  International market is also expected to rise for long products.

Prices of Steel products plunge

Re-rollers, who produce over 55% of long steel products in India have hammered down prices of long products by at-least Rs. 3,000 per tonne.  Organized long steel producers however, have so far not revised their prices.  While prices of pencil ingots have come down from Rs. 24,000 to Rs. 19,000 per tonne, prices of angles and channels have dropped to Rs. 28,000 per tonne as against Rs. 31,000 per tonne. The drop in prices of steel melting scrap is seen as the major reason for the drop in prices of long products.  Scrap is a major raw material used by re-roller to produce long steel products.  Re-rollers have also pointed out to the slight drop in demand for long products as a result of the advent of the monsoon when construction activities are curtailed.  Prices of bars used for construction have also witnessed a drastic fall from Rs. 28,600 to Rs. 24,000 per tonne.  These disturbances in prices will continue for a month or two and prices will again rise ad demand in China, Europe and US market increase.

(Source: The Economic Times, dated 04.06.2004)

Steel companies seek continuation of Protection against imports

The domestic steel industry is seeking a continuation of duty protection in case of prime, seconds/defectives, iron and steel items, lowering of import duty in case raw materials are not available locally, and a revision in railway freight tariff for steel, iron ore/limestone and coal.  The industry is also looking at exclusion if integrated steel plants from the purview of excise duty on freight and distribution. These recommendations are part of a detailed note prepared by the steel industry ahead of the Railway and Union Budgets.  Industry representatives were expected to meet the new finance minister, P Chidambaram, in the second week of June and make a detailed representation under the aegis of Indian Steel Alliance.  The foremost issue, which is haunting the industry, is the protection from imports.  The industry is of the view that major steel producing countries have an effective mechanism to safeguard their domestic industry.  The protection level for Indian industry is lower than that prevalent in developed markets.  The import duty in India is around 25 per cent.

(Source: The Financial Express dated 31.05.2004)

Steel yourself : No Place for a Regulator

The Steel Minister Ram Vilas Paswan’s proposal to have an independent regulator to fix steel prices is a throwback to the days of the licence-permit raj.  It must be promptly junked.  The regulator, he says, is to guard the interests of the user industry, which is facing problems because unduly high steel prices.  Thankfully, the proposal needs to be cleared by the Cabinet where the prime minister will, hopefully, assert his authority.  Yes, it is true that high steel prices have increased input costs for the user industry, but this kind of cyclical boom in prices is inevitable with commodities.  Why did the user industry not show sympathy for steel producers when they were in the red just a year ago and when prices fell so dramatically?  Steel users must realize that any intervention in price cuts both ways.  Today steel prices are high, but they are bound to come down at some stage.  Will the independent regulator then favour producers and fix a price that is higher than that warranted by the market forces?  And, will the user industry call for the abolition of the regulator that it so badly wants now?  Creating such a body for the steel industry is likely to raise a similar demand from other quarters too.  After all, what is so special about steel?  Aluminium users can also rightfully claim that prices are high and they needed protection.  So can the construction sector, now that cement prices are looking up.  The problem is the steel ministry exists merely to accommodate a minister; it has little work to do beyond managing SAIL.  So ministers devise grand plans to expand their fief.  That is exactly what Mr. Paswan is doing.  A good way of ending all this is to abolish the steel ministry.  As for prices, the only role the government needs to retain for itself is to ensure that the local steel industry does not enjoy under protection.  Import duties can be reduced; this would increase the competitive pressure on local producers.  The government could also take a second look at the duty structure for raw materials that go into steel making Lower input costs would automatically help reduce end-product prices.

(Source: The Editorial, Economic Times, dated 16.06.2004)

P A R T  -  2

CENTRAL EXCISE CIRCULAR

We are reproducing below a copy of the Central Excise Notification No. 791/24/2004-CX dated 01.06.2004 (F.NO. 208/8/20O4-CX.) for information of all members.

To

All Chief Commissioners of Central Excise Customs

All Commissioners of Central Excise and Customs

All Commissioners of Central Excise (Appeals)

The Comptroller and Auditor General of India

Electronic filling of Central Excise Returns – regarding

I am directed to state that in continuation of its efforts for-trade-facilitation, Central Board of Excise and customs proposes to provide the facility of filing the monthly/quarterly excise returns namely,ER-1,ER-2,ER3 under Central Excise Rules and dealers return prescribed under sub-rule [6] of rule 7 of the CENVAT Credit Rules, 2002 electronically to all manufacturers of excisable goods, EOUs and registered dealers. This facility of e filing of excise returns will be available with effect from 30-06-2004. The monthly returns pertaining to the month of June 2004 and quarterly return pertaining to April-June, 2004 can be filed electronically by availing this facility. The facility to file excise returns electronically is optional.

2.
All assessees and registered dealers who have been allotted 15-digit Excise Control Code [ECC] are entitled to avail the facility of e filing. Assessees and registered dealers who intend to avail the facility of e-filing of excise returns and TR-6 Challans are required to submit an application in the prescribed form [enclosed as Annexures and also available in CBEC’s Web-site http://exerciseservicetax.nic.in to avail the facility of filing their excise electronically to their jurisdictional Assistant/Deputy Commissioner of Central excise indicating their e-mail address and postal address of communication to which the user log-in ID, password and the location code are to be initiated.

3.
The jurisdictional Central Excise Division will verify the ECC of the assessee and the present Location Code of the jurisdictional Range with the data available on the system for allotment of Central Excise Registration number [SACER] site and then request the System Manager in the Commissionerate to register the request of the assessee for e-filing of returns.

4.
The concerned Systems Manager in the Commissinorate Headquarter will create the initial password for the assessee from the Central Server and then communicate the same along with the present Location Code of the assessee under registered post with acknowledgement due. The 15-digit ECC will serve as assessee’s user-id. The date of the aforesaid communication will be intimated by the System Manager to the Divisional DC/AC. For better security, it is strongly recommended to the user to change his initial password given by the department after first login and maintain confidentiality of the changed password.

5.
The assessee can thereafter access the e-filing web site: http://exciseandservicetax.nic.in through Internet. The Home Page appears on the screen. The button “File your excise returns”, on the left side of the screen needs to be clicked to proceed further. The screen “Central Excise Returns” appears thereafter. On entering the login id and initial password communicated to him at the space provided, the main menu screen appears. Thereafter the assessee will have to select the relevant Central Excise Return [i.e.ER-1, ER-2 AND ER-3 DEALERS RETURN] intended to be filed electronically by clicking the appropriate button followed by the “Entry” button.

6.
The system will then display a web form for entering the e-return details. After entering the required particulars in the web form and saving the same, the assessee can file the e-return by clicking the “File your Return” option. Before filing/ transmitting the returns, the return can be previewed by clicking “PREVIEW” button. By clicking the “PRINT” button in the main menu screen, the assessee can generate a hard copy of the return filed along with the system-generated acknowledgement.

7.
Provisions are in built for checking/ validating the data entered into the forms. Where corrections is needed, alert appear on screen so as to provide an opportunity to the user to make necessary corrections of wrong entries made unintentionally before transmission of the return.

8.
To facilitate the assessees, a software for entering the return particulars in offline mode and then to create a text file has also been provided. By using the button “read the data from text file” in the entry form for e filing [after connecting to the web-site], the details in the file created can be populated in the form. Similarly Data structure for writing programmes to cull out the required return data from the assessees computers in the text file format has also been provided. More details of these facilitates are available in the e-filing manual in the e-filing web site.

9.
For complete details, The assessee may refer to the “Manual” on the web site.

10.
Assessees who are filing their excise returns electronically are required to file the details of TR-6 Challans using the web form for TR-6 challan available in the e-filing Main Menu screen. They are also required to submit the bank endrosed TR-6 Challan copies to the Range officers. Where an assessee who has opted for e-filing of excise returns, faces any technical difficulty and is unable to fill the return electronically; he may be requested to send an e-mail to the address specified by the Commissioner giving details of the nature of difficulty.

11.
The facility to excise returns electronically is provided as a trade facilitation measures. However, it is the legal responsibilities of the assessee who are required to file excise returns, to file their returns within the due date as prescribed in the law. Assessees who have opted to file their returns electronically but are unable to file their returns electronically due to any reason should file their returns manually within the due date.

12.
The software provides facility to the departmental officers for viewing the return filed by the assessees and also for taking hard copy of the return filed by the assessee. This facility is available to different categories of officers to access the information pertaining to their jurisdiction. The system also assists the Officer by generating an ‘error report’ based on the in built checks provided in the software. Some of the checks carried out by the system are like correctness of the provisional  assessment number entered etc. The departmental officers can view this report and initiate necessary action. Wherever needed, he can take hard copy of the same. This facility is provided only to ensure the accuracy and correctness of the returns filed. The system also generates report indicating the details of the assessee who have filed / not filed the returns by due dates.

13.
The Central Excise Divisional System-in-charge should download all the electronically filed returns from the e-filing site and arrange to send the same to the concerned Range officers within three working days from the due date. Returns filed subsequently after the due date should be sent to the Range officers at least once in a week.

14.
The facility to file the excise returns electronically is, for the present, only optional. It is likely to take sometimes for all assessees to e-file their returns. Therefore, for the present, the returns would be received both manually and electronically. This necessities continuation of capturing the data of returns filed manually on SERMON 5I package at the different level. NIC has been asked to provide the facility to download their e-filed returns and integrate with the data captured in SERMON 5I package for generation of reports. The officer at the Divisional level should ensure integration of data of returns filed manually and electronically so as to generate the required reports such as budget-head-wise statements covering all the assessees.

15.
Downloading of e-return data preserved in Central Server by the divisional officers and Commissionerates requires availability of high-speed connectivity. At present most of the divisions and Commissionerates to all the Commissioners facility. System Directorate has already addressed communication to all the Commissioners to go in for a minimum of 64 KBps ISDN connectivity to facilitate downloading of data from the central server. All Commissioners should take immediate necessary steps and to ensure that the ISDN connectivity is in place on or before 30-06-2004. This work should be taken up on priority basis.

16.
A detailed User Manual, Help line and frequently Asked Questions are placed on the web site. To make this effort successful, it is extremely important for the departmental officers not only to give wide publicity to the facility well in advance but also to extend all possible assistance to the trade and industry and explain the advantages of availing this facility. Commissioners and Divisional officers should organize extensive training programme with the assistance of  System Directorate to the departmental officers about the utility of this facility. Efforts should also be made to coordinate with industry and trade associations to create awareness on the advantages if using this facility by assesses.

17.
Commissioners should designate an officers in every Commissionerate for the purpose of attending queries on the matters relating to e-filing of Excise Returns and circulate widely the name, designation, telephone number and e-mail address of such designated officers.

18.
The facility of e-filing of excise returns is an optional facility and does not bar in any way the manual filing of the return by the central excise aseessees and the registered dealers.  Field formation may suitably be informed.  Suitable Trade Notice may be issued for information of the trade.

Sd/-

[Neerav Kumar Mallick]

Under Secretary to the Govt. of India

ANNEXURE TO TRADE NOTICE NO. ….. DATED…..

To

        The Deputy/Assistant Commissioner

        [Address of the jurisdictional office]
SUB:
APPLICATION TO AVAIL THE FACILITY OF FILING EXCISE RETURNS ELECTRONICALLY.  

1. Name of Assessee.

2. Excise Control Code [15 digit Excise Registration No.]

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


3. Category of Excise return presently filed: ER1/ER2/ER3/Dealer Return.

4. E-mail Address:

5. Postal Address:

[Please give a confidential e-mail address and the postal address to which the User Login ID, Password and the present Location Code of the jurisdictional range can be sent]. The 15-digit ECC will serve as User ID.

6. I/We request that I/We may be permitted to file my Excise Return electronically. I/We declare that I/We satisfy the conditions of Trade Notice No….Dated….. and shall observe the instructions given therein.

I/We undertake to indicate my/our 15-digit ECC in every Challan used by me/us for remitting Excise duty in Banks.

If any difficulty is faced in filing the return electronically and getting an acknowledgement from the computer before the due date, I/We file manual returns as done hitherto.

Date:

Place:             

Name and signature of the authorized person
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