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EDITORIAL

Members may be aware that the prices of Steel products had increased considerably.   The consumer industries such as Automobiles, Railways, consumer items and Engineering firms represented to the Government that Integrated Steel Plants are increasing the prices of flat as well as long products.  As a result, they are put to the great hard-ship and are compelled to increase prices of their products.  The Government had to act to reduce the prices of steel products due to Lok Sabha elections.  Ministry of Steel, therefore, got certain duties reduced both of Customs and Excise.  Secretary Steel also convened a meeting of Integrated Steel Plants and told them to reduce their prices of flat products (Hot-rolled coils by Rs. 2,700/tonne).  The Integrated Steel Plants complied to this request in beginning of March 2004.  The Government of India also abolished DEPB rates in order to check exports.  It is noted that this step of the Government has no doubt controlled the prices but the reports are again appearing in the newspapers that international prices of steel products are much higher than the Indian products.  Steel producers also represented to the Government that the prices of coking coal have been increased by all countries from where Indian companies were importing the coking coal for making pig iron.  They have also stated that prices of iron ore are also high.  So far the Government has not acted on their representations but it is that Government may yield any time because of the shortage of Steel in India as well as abroad.  According to the reports appearing in some newspapers that the duty cuts have given only a short-term relief.  Shortage of Steel is particularly acute in the Western region where lot of engineering and automobile industries are located.  Some of these engineering plants are facing closure.

It may be noted by the members that the Government of India has considered the views of “Indian Steel Alliance” which comprises of 5 or 6 main producers but have not considered the effect on Electric Steel manufacturers.  They have reduced Customs duty on pig iron, coking coal to zero per cent and non-coking to 5% and other steel items to 15%, but the Secondary Steel sectors particularly, Electric Steel manufacturers have not been given any concession.  The price of steel melting scrap in the international market has touched $400 a tonne.  The price of sponge iron has been increased by producers.  Sponge iron producers are also using unfair means.  It is expected that the power tariffs may also increase.  Thus manufacture of steel by Electric process has become very costly.  Your Association is representing to the Government about the shabby treatment meted out to Electric Steel manufacturers and Secondary Steel producers.


AIIFA OFFICE RENOVATION - CONTRIBUTION

The President and National Council on behalf of the Association gratefully acknowledges receipt of Rs. 1,00,000/- towards the liberal contribution made by AIIFA-Western Region Branch for Head Office Renovation work.

GLEANINGS FROM THE PRESS

Steel Industry under shackles

Last week the Indonesian government slashed import duties on steel to zero to counter shortage.  P T Krakatau Steel director Kemal Masduki has expressed fear that Indian Steel may swamp the Indonesian market.  Masduki is probably unaware that the Indian government is also trying its best to curb exports and ensure supply in the domestic market.  But even after the withdrawal of DEPB benefits, export remains lucrative.  Mr. Y.S. Rao, Commercial Director of RINL says “International prices are much higher than domestic prices and we will continue to export”.  Same views were echoed by Ispat Industries Executive Director Mr. Vinod garg.  “It simply takes out 12 per cent off the price”.   The embargo on price of hot rolled coil pegged at Rs. 25000/tonne along with the export dis-incentives has the industry in a state of unease.  The export market presents a picture of an opportunity slipping away.   For companies like Essar Steel, Ispat and RINL this is a golden opportunity to wipe out all accumulated losses as this price spiral might not last long.  The prices in China are behaving strangely.  While galvanized iron is selling for $800 a tonne in the US, in China the price is $700.  This difference is unnatural and we were expecting China prices to catch up with US but that has not happened.  It might work the other way and US prices might drop.  The price embargo hurts Ispat and Essar the most as these companies are only in flat products, where as Tisco and SAIL have a better product mix of flat and long.  "The common man mostly uses long products.  Why is there an embargo on flats?  The Centre may also have to shackle the long prices soon”.   Again Mr. Rao points out that almost 50 per cent of the long products that is used by the common man, steel rods and bars used in construction, is supplied by the smaller companies on whom there is no price bar.  The cost element also haunts the steel makers.  In the past year, iron ore prices have gone up by more than 300%.

(Source: The Hindustan Times, Delhi Edition, dated 09.03.2004)

AIIFA’s OBSERVATIONS 

We appreciate your comments in regard to the observation made by PT Krakatau Steel director Keman Masduki of Indonesia.  Perhaps you are not fully informed about the controls and liberal pricing/ costing of Steel products in India.   Mr. N.S. Rao, Director, Commercial of RINL has not considered the Government Notifications, issued in 1991 removing steel products of Chapter 72 from prices and distribution control regime since 1991.  We may like to inform you that there is no price control on bars and rods of the common man since 1991.  Prior to 1991, Joint Plant Committee (JPC) use to fix prices of the products made by big producers but thereafter price control has been totally removed.  Therefore to say that “construction steel supplied by smaller companies on whom there is no price bar” is not correct.  

The Steel produced by Secondary Steel producers such as Induction Furnaces totaling to over 5.0 million tonne in the year 2003-04 is of long product category and used by construction industry.  

The Integrated Steel Plants (main producers) are producing long products in the form of billets, beams, angles, channels for construction and engineering industries.  They produce slabs for flat products such as hot-rolled sheets, etc.  I hope you will kindly check-up this with the Ministry of Steel if you have any doubt.  This may be treated “letter to the editor” and print it in your daily if you considered it a fit news for this purpose.
SAIL Free to Mine Coal abroad Joins CIL for Domestic Hunt

The SAIL is free to form joint ventures at home and abroad to tie up coal supplies directly from mines, Union Steel Secretary Ms. Binoo Sen said.  SAIL can look for a joint venture with Coal India or seek mining blocks abroad for metallurgical coal.  It can take any route to suit its interest.  Ms Sen said SAIL especially its Bhilai Steel Plant is facing serious shortage of metallurgical coal and the problem has to be addressed on a long term basis.  The boom in Chins’s steel industry is sucking in global supplies of metallurgical coal, leaving companies like SAIL stranded.  Officials of the steel and coal ministries have already discussed the possibility of forming a joint venture of SAIL and CIL in which SAIL has agreed to invest.  Considering high ash content in Indian coal, the JV may set up washeries also.  The Steel ministry has requested to coal ministry to maximize indigenous coal production so that the impending crisis can be tackled.  SAIL is also looking for other sources in Canada, USA and South Africa.

(Source: Extracts from the Economic Times, Delhi Edition, dated 10.03.2004)
Tisco Plans Sponge Iron Unit to increase capacity

Tata Iron & Steel Co. Ltd., (Tisco) is in the process of setting up a sponge iron plant as part of its Vision 2010 plan of increasing capacity from the current 4 million tonne per annum (mtpa) to 15 mtpa.  This also comes as an asset for the company, given the present rising input costs.  Due approval from the board was obtained in January this year and the plant is scheduled to be completed in the next 24 months time.  The company’s core competency so far lies in captive linkage to key raw materials and this is one more step in the same direction.  The sponge iron plant project will have a capacity of producing roughly about 3.0 lakh tonne of the raw material and an investment of Rs. 200 crore will be put in.  The company is also toying with the idea of positioning itself as a slab manufacturer in the country with the finished products rolled closer to the markets.  According to sources within the industry, Tisco is also considering a joint venture with other steel producers for these initiatives.    The company is said to be adopting a joint venture model for the development of this port and total investment would run upto Rs. 15 billion over a period of four-five years.  

(Source: The Economic Times, Delhi Edition, dated 10.03.2004)
Customs, Excise Package cools Steel heat

According to reports appearing in Economic Times, Delhi Edition, dated 10.03.2004, it is noted that there some effect of the reduction  in Excise and Customs duties in regard to prices of Steel products.  Duty drawback and DEPB will certainly help reducing the prices of steel products and more supply in the domestic market.  It is strage that the non-alloy steel duty has been reduced from 20% to 15% but the duty on alloy steel including Stainless Steels is continues to be 20%.  This is an aberration in the opinion of AIIFA.  There is no change in duty on seconds and defectives.    The excise duty on all items of Chapter 72 will be 8% hereafter.  The report also mentioned reduction of duty on scrap which is not correct.  The import duty on steel melting scrap is 5% and has not been reduced to zero per cent as was expected by the industry because the duty on coking coal less than 12% ash content, the customs duty is zero per cent.  Other inputs in making steel are refractory block and lime stone which comes into steel making, there is no reduction for duty in this regard.

Steel industry does not promise Freeze on prices

The war rages on.  Sections of the steel fraternity are up in arms and feel that despite the various sops the government has been handing out in the form of import and excise duty cuts, freezing of Duty Entitlement Pass Book (DEPB) scheme and duty drawback schemes, the steel industry is getting “step-motherly treatment” as some put it, and is allowing certain user industries sway its view of the steel industry.  Commenting on the issue, Ashok Ghiya, President, Steel Chamber of India told that the industry, despite government efforts, was uncertain about the exact nature of the sops, whether they would prove to be beneficial or not.  The problem of shortage of raw materials is still a big concern for the industry.  Market sources said that certain steel companies would be meeting the government shortly for a fresh round of talks.  A senior industry official said that no steel company could confidently state that there would be freezing of prices for a quarter up to a certain level as Indian hot rolled (HR) coil prices have been tracking global prices which have, over the past few months, been sky high.   An analyst said that the user industry, despite crying foul about the entire scenario of rising costs, has managed to notch up good profitability margins over the last six months.  However, despite constant demand of steel in both the domestic and global arena, steel companies have only increased their profitability margins by a few points given input costs have spiraled over 200% in some cases.  

(Source:   The Financial Express, dated 05.03.2004)

Government rules out DEPB benefits to steel firms

Hectic lobbying by steel producers notwithstanding, the Centre has shot down the proposal to restore Duty Exemption Pass Book (DEPB) benefits to the industry.  Sources divulged that after a series of meetings in last two days following the intervention by the PMO, the Steel ministry has refused budge on restoring the duty drawback benefits for steel producers.  Both Commerce and Steel Ministries see no reason to restore the drawback benefits that were withdrawn last Friday at a meeting chaired by Prime Minister A B Vajpayee to discourage exports and ensure adequate availability in the domestic market.  Commerce Minister Arun Jaitley and Steel Minister B K Tripathy have apparently advised the primary steel producers like Tisco, Jindals, Ispat, Essar and SAIL to refrain from effecting any increase in the domestic steel prices.  The duo have apparently told the steel producers in no uncertain terms that DEPB benefits cannot be restored especially in view of the fact that Election Commission has already announced the schedule for Lok Sabha elections and code of conduct is in force.

(Source: The Hindustan Times, dated 05.03.3004)

Steel cos slash HRC price to Rs. 27k/t on govt whip

Major steel producers today announced a reduction of up to Rs. 4000 a tonne in hot rolled coil (HRC) price.  The price of HRC (ex-stockyard) would now be Rs. 27,000 a tonne.  The reduction comprises the passing on the benefit of recent cut on excise duty by 8%, which translates into about Rs. 2,500 a tonne, and further price reduction of upto Rs. 1,500, according to the price levels each producer had previously maintained.  The decision of the Indian Steel Alliance (ISA) comprising SAIL, Tata Steel, Essar and Ispat follows their meeting with steel minister BK Tripathy here today.  According to official sources, the producers were told that the ex-stockyard price that carries the excise duty, freight and excise on freight, should not exceed Rs. 27,000 a tonne (the ex-factory equivalent would be around Rs. 25,000).  The government has clarified that an earlier understanding following the excise duty cut was to bring down the excise duty-inclusive price to Rs. 27,000 a tonne, and not to cut ex-factory price (exclusive of duty) to that level, as some manufacturers had tended to believe.  However, the steel minister made it clear in today’s meeting that he would like the companies to bring down the excise duty-inclusive price of HRC to Rs. 27,000 a tonne and thereby help the government to fulfil its objective of providing relief to the consumers of steel.

(Source:  The Economic Times, dated 04.03.2004)

Japanese Steel cos Project High Profit on Demand From China

Japan’s two biggest steel manufacturers have reportedly left unchanged their forecasts for increases in operating profit this year as China’s demand grew for steel used in construction, cars and home appliances.  Nippon Steel Corp., Japan’s biggest steel maker, said that operating profit will rise by about half to 210 billion yen (2 billion US dollar) in the year ending March 31, while rival JFE Holdings expects operating profit to jump two-thirds 245 billion yen.  Still, the steel makers said that the rising cost of raw materials may curb the profit gains in the year since they will face difficulties in passing on higher prices to Toyota Motor Corp. and other customers in the automobile industry, the biggest buyers of the metal. JFE said that materials prices would add about 100 billion yen to its costs.  While, JFE left unchanged its net income forecast of  95 billion yen this year, Nippon Steel cut its net income estimate by more than half to 30 billion yen, as it took an extra-ordinary charge of 105 billion yen for special pension payments and writing down the value of fixed assets.  

(Source: The Economic Times, dated 04.03.2004)

SALE/PURCHASE OF MACHINERY/EQUIPMENTS

A member of the Association is looking for a second hand Induction Furnace of 50-100 Kg. Capacity.  Interested persons/parties may kindly contact Mr. Rajan Garg on Phone No. 98980 55255.
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CUSTOMS CIRCULAR

NO. 15/2004-Cus DATED 16.02.2004 (F.NO. 450/53/2000-Cus IV

To

All Chief Commissioners of Customs

All Chief Commissioners of Customs (Preventive)

All Chief Commissioners of Customs & Central Excise

All Commissioners of Customs/Central Excise

Director General DGRI/DGCEI/Systems

DG., Directorate of Revenue Intelligence

DG., Directorate of Central Excise Intelligence

Filing of Import Manifest before arrival of the vessel or aircraft – reg.

I am directed to invite your attention to Board’s Circular No. 110/2003-Cus, dated 22.12.2003 wherein a detailed procedure was prescribed for filing advance Import General Manifest (IGM) under section 30 of the Customs Act, 1962.  In this connection attention is also invited to Notification No. 17/2004-Customs (NT) dated 16.02.2004 vide which date of commencement of Notification No. 111/2003-Customs (NT) dated 19.12.2003 has been deferred to 01.05.2004 from 18.02.2004.  Accordingly, the other provisions of said Circular shall come into effect from the 1st May, 2004 instead of 18th February, 2004.

Kindly bring the above instructions to the knowledge of all concerned for strict compliance.  Director General (Systems & Data Management) to kindly effect necessary software changes to operationalize the filing of  advance IGM’s and prepare a detailed procedure for the benefit of stake holders.  The Systems Managers/Administrators at all ICES locations shall ensure that adequate knowledge is imparted to all stake holders prior to 16.04.2004.

Sd/-

(D.S. Garbyal)

Under Secretary to the Govt. of India

CUSTOMS CIRCULAR

NO. 22/2004-CUS. DATED 03.03.2004 (F.NO. 450/115/2003-CUS.IV)

To

All Chief Commissioners of Customs

All Chief Commissioners of Customs (Preventive)

All Chief Commissioners of Customs & Central Excise

DG, Directorate of Revenue Intelligence

DG, Directorate of Central Excise Intelligence

All Commissioners of Customs & Central Excise

Delay in release of Consignments due to classification disputes, siezure and provisional release thereof - Reg.

I am directed to say that the trade has represented to the Board that the items involved in classification disputes should not be withheld but should be released by resorting to provisional assessment.

The matter has been examined by the Board.  It may be mentioned that in case of classification disputes, by & large, option is given for provisional clearance/assessment, if the inquiries  are going to take time.  However, the Board desires that a disputed or offending consignment should also not be held up unless its import/clearance is totally prohibited or banned under any law  for  the time being  in force (E.g PFA, CITES, Weights & Measures Act, etc.) or where prosecution is contemplated.  At most, samples should be drawn & consignment should be allowed to be cleared on provisional basis as a matter of right.  This will prevent congestion at ports & warehouse.  Adequate B.G/security may be taken to safeguard revenue (including possible fine & penalty). In case where it is decided to detain the consignment action should be taken to shift the same to a customs Warehouse under section 49 of the Customs Act, 1962 (Board’s Circular No. 84/95-Cus., dated 25.7.95 may be referred to).  Kindly bring the above instruction to the knowledge of all concerned.

Sd/-

(D.S. Garbyal)

Under Secretary to the Govt. of India

COPY OF MINISTRY OF FINANCE NOTICE

F.NO. 354/27/2004-TRU DATED 28.02.2004

To

All Chief Commissioners of Customs & Central Excise

All Commissioners of Customs & Central Excise

Change in Customs/Excise duties in respect of Iron & Steel and Coal

The following changes have been made in the rates of customs and central excise duties on iron and steel and coal.

i. Excise duty on all iron and steel falling under chapter 72 has been reduced from 16% to 8%.

ii. Customs duty on pig iron has  been reduced from 10% to 5%.

iii. Customs duty on non-coking coal has been reduced from 15% to 5%;

iv. Customs duty on coking coal of ash content below 12% has been reduced from 5% to Nil.
Notification Nos. 44/2004-Customs and 16/2004-Central Excise, both dated 28th February, 2004 have been issued to give effect to the above changes.  These changes are effective from 28.02.2004.  Copies of the notification have been forwarded through EDECS  and have also been made available on the departments web-site.

Sd/-

(Gautam Ray)

CUSTOMS NOTIFICATION

NO. 29/2004-CUSTOMS (N.T) DATED 28.02.2004 (F.NO. 609/40/2003-DBK

“In exercise of the powers conferred by rule 3, read with rule 4 of the Customs and Central Excise, Duties Drawback Rules, 1995 (hereinafter referred to as the said rules), the Central Government, being satisfied that it is necessary in the public interest so to do, hereby makes the following amendments in the notification of the Government of India in the erstwhile Ministry of Finance and Company Affairs (Department of Revenue), number 26/2003-Customs (N.T.) dated the 1st April, 2003, namely:-

In the Table annexed to the said notification:-

“In Chapter 72, the Serial/Sub-serial Nos. 72.01, 72.02, 72.03, 72.04, 72.05, 72.06, 72.07, 72.08, 72.09, 72.10, 72.11, 72.12, 72.13 and the entries relating thereto, shall be omitted.

This notification shall come into effect from 27th March, 2004.

Sd/-

(S.S. Renjhen)

 Joint Secretary
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