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EDITORIAL

It is understood that Organization for Economic Cooperation and Development (OECD) meeting is to be held shortly.  The WTO negotiations are meant to discipline the global steel business though steel accounts for only 2% of global trade but looking at the Anti-dumping duty and Countervailing Duty, it comes to 50% in the world.  The steel industry is also cyclic in nature.  Today, the scenario is one of rising prices fuelled by rising cost of raw-materials, etc.  The China factor is important in controlling the prices of raw-materials and the finished goods.  

In any case, we must set our house in order and adopt policies which are beneficial to steel industry in the country such as (a) conservation of good quality iron ore,  (b) acquiring coking coal mines in foreign countries by our Steel producers and (c) obtain electrical energy from imported gas or imported coal at reasonable tariff so that power intensive industry like Induction Furnace could survive and produce steel at reasonable cost.  Unfortunately, steel policy is yet to be  announced by Government of India.  We do not know how the raw material supply position, etc. is being taken care off for Secondary Steel sector.  There should be proper integration of production from Secondary Steel segment with the Primary Steel production.  

In the recent weeks Induction Furnace industry is facing erratic price of Pencil ingots.  They are being quoted (app.) Rs. 20,500 per ton at Ghaziabad & Delhi.  A week ago the ruling price was Rs. 21,500 per ton.  This is governed by demand and supply.

MEETING ATTENDED BY AIIFA REPRESENTATIVES

1.
Interactive Session held under the Chairmanship of Hon’ble Minister for Chemicals, Fertilizers and Steel on 31.08.2005

Hon’ble Minister Shri Ram Villas Pasvan took a meeting of steel Industry Association at 6.00 PM on 31st Aug 2005.  In this connection All India Induction Furnaces Association sent a Memorandum to the Steel Ministry whose extracts are given below and those were highlighted in the meeting by AIIFA representation.

Power tariffs

The power tariffs for high tension consumers should be based on the actual cost as extra expenditure in stepping down power is not needed. 

National Steel Policy

AIIFA stressed that the National Steel Policy should be finalized at the earliest and it should give weightage to secondary steel sector.

Central Excise Duty on Steel

Other Associations also took up this point that it should be reduced to 8 % from 16%. The steel used for construction does not get any Modvat therefore the excise duty for such steels be zero.

Investment for Plant and Machinery for Small Scale Industry

The limit be raised from 3 Cores to 5 Cores to SSI units due to increase in cost of equipment etc.

Technology transfer of Micro-Alloy steel 

AIIFA also took up the point of getting Micro Alloy Steel developed and marketed by the private firm as early as possible and Ministry of the Steel should clear the terms and conditions put up by National Institute of secondary Steel Technology in this regard at the earliest.

This meeting was attended by Shri J K Arora Honorary Secretary General and Shri R. P Varshney Executive Director of AIIFA. Shri J K Arora was spokesperson for AIIFA. He highlighted the points from memorandum as given above. 

All points were noted by Steel Ministry officials for suitable action. 

2.
Workshop on the Progress in Stainless Steel Usage in Architecture, Building and Construction – 09.09.2005 at New Delhi
Indian Stainless Steel Development Association (ISSDA) organized a workshop on the Progress in Stainless Steel usage in Architecture, Building and Construction on 9th September 2005 at New Delhi on the occasion of their AGM.  This was attended by Shri R.P. Varshney, Executive Director on behalf of AIIFA.  The speakers mostly spoke about the various usage of Stainless Steel in building and architecture all over the world.  Now, the Stainless Steel is becoming cheaper to use comparing to carbon steel if life cycle is also considered.  The production of stainless steel in India was considered to be nearly 1.4 million ton.  The contribution by the Induction Furnace industry is nearly 4.5 lakh tons.

3.
PHDCCI Meeting - Chairman CBEC and CBDT on Large Taxpayer units in India

PHD Chamber of Commerce and Industry has organized a meeting with Chairman, CBEC & CBDT on 9th September 2005 at PHD House, New Delhi in regard to Large Taxpayer Units in the country.  Both the Chairman of CBEC & CBDT explained the new concept in the Ministry of Finance about the large taxpayer units to carry out self-assessment and pay the taxes directly to the government.  The threshold for minimum tax is Rs. 1.0 crore per annum.  In that case, the taxpayer units can pay tax returns directly to the government without the assessment of department.  The tax includes Excise duty, Income Tax and Corporate taxes.  For the time being, the customs duty is not included.  There was discussions in regard to many points which were not considered in the presentation made by Ministry of Finance officials.   The officials stated that they will consider all the points and send a preliminary draft to all the Associations for their information and suggestions.  According to the Ministry of Finance, there are nearly 8000 large taxpayer units whose taxes are over Rs. 1.0 crore.  This meeting was attended by Shri R.P. Bhatia, Sr. Vice-President and Shri R.P. Varshney, Executive Director on behalf of the Association.

MEMBERS GENERAL INFORMATION

Railway freight charges on Steel Products

In the meeting taken by Hon’ble Steel Minister on 31st August 2005, Tata Steel and SAIL complained about Railways jacking up freight rates for most of steel products under garb of re-classification of rates.  Railways reduced freights classification from over 4000 categories to 80.  Under this classification, freight of several raw materials and finished products used by Steel industry went up.  Minister for Steel, therefore, wrote to Prime Minister, complaining about the shortsightedness of the railways.  The Steel minister has told Prime Minister that its plans for producing nearly 100 million tons of steel by 2020 may be affected by increase in Railway freight.

Increase in Steel Prices

In view of the improvement in the Steel product prices internationally affecting the national prices also.  During the last fortnight, it is noted that the market prices of both flat and long products has shown marginal increases.  The major steel companies are to announce a price hike of the steel products round-about of Rs. 1,000 per ton.  Thus, the global steel biggies like Mittal Steel, Arcelor and Thyssen Krupp announced production cuts in recent months to curb rising inventory levels but the Indian Steel producers desisted from any production cuts.  Instead, they opted to raise the level of discount to customers.  The optimism seems to have been vindicated with steel companies eyeing more sophisticated varieties of steel.  For example, HR Coils, Essar Steel is all set to foray into the high value cold rolled steel segment with the inauguration of its CR mill at Hazira.

Steel products not in SAFTA Indicative List

Members may recall that in our last issue of Induction Furnace Newsletter, we have mentioned about South Asian Free Trade Area (SAFTA) and trade agreement.  Ministry of Steel, however, rejected Steel producers demand to include certain steel products in the sensitive list of items to be traded under SAFTA.  According to Ministry sources, the decision was taken after a discussion with the Commerce Ministry.  The two ministries found no merit in the demand as they felt the industry would only gain from zero duty trade of steel products within SAARC countries under SAFTA.  Commerce Ministry sources said though no positive or negative list had been finalized yet, India had put about 900 items in the indicative list of the sensitive products for negotiations.
Ferro Alloy Producers Association resent high Power Tariffs

For the production of Ferro0alloys, power is used in furnaces.  60% of cost of production is  accounted by Power only. Therefore, this industry is also like Electric Arc and Induction Furnaces where also power cost is nearly 60% of cost production. These industries are power intensive and bulk consumers of power where power factor is around 98%. As a matter of fact, the cost of supply of power to these industries is much less comparing to Low Tension (LT) industries.  Extra equipment is not needed for stepping down the voltage.

Indian Ferro Alloy Producers Association (IFAPA) has urged the government to extend tax sops and other fiscal benefit to industry to help it to become cost competitive.  They have also urged the government to provide incentives for setting captive power plants. The request of IFAPA is justified. Despite India having abundant Chrome and Manganese ores, we cannot export Ferro Chrome or Ferro Manganese. The Association has also urged the Government of India to extend duty free status even for met coke as is the case with Blast Furnaces.    

Iron Ore – An Overview

Controversy surrounding the galloping rate of iron ore exports from Indian has prompted the government to appoint a high-level committee under the Chairmanship of Planning Commission member Anwarul Hoda to review the National Mineral Policy and suggest amendments to the Mines and Minerals Development and Regulation Act 1957.  Although, India has huge reserves of iron ore, what is disturbing is that while production is growing at 21%, exports are accelerating at around 25%.  The bulk of India’s iron ore, it may be mentioned, is going to China.  The Hoda Committee will examine the implications of the policy of the mineral rich states to make value addition within the state a condition for grant of mineral concession.
INDIA’S IRON ORE EXPORTS

(in lakh tonne)

	Country
	2003-04
	2004-05



	China
	420.59
	593.99

	Japan
	131.59
	111.31

	Europe
	24.70
	28.90

	South Korea
	21.45
	21.78

	Taiwan
	8.80
	6.08

	Others
	19.25
	119.38

	Total Exports
	625.79
	781.45

	Production
	1,206
	1,450


Steel Prices – Globally

It is learnt from the global market that the gains for the long products have been much smaller comparing to flat products.  There are small fluctuations in the prices of pig iron, steel melting scrap, etc.  The demand for long products have decreased marginally.  In the international market, the global freight cost have increased but the competition due to Chinese trade has increased.  The increase in oil prices, have increased cost of  transportation for raw materials.  Although, the Chinese economy may have benefited a lot in terms of employment and income generation immediately from its rapidly  growing steel industry, the economy could have chosen to import steel instead of producing the same at this scale.  The Chinese Steel mills can boast of low capital investment cost of their plants and look at their coking coal as one of the best advantages, their cost of production of steel at the end of the day in most of the plants is very high.

GLEANINGS FROM THE PRESS

China’s steel production may go down

China’s steel production may grow at a slower pace from 2006 if the government follows through on a decision to close plants that fail to meet the nation’s new industry guidelines, Macquarie Bank Ltd, said in a report.  China’s new policy aims to close small producers with a combined capacity of 55 million metric tons, Macquarie analysts, led by Jim Lennon, said in a report, citing an internal document from the China Iron and Steel Association.

The government has been trying to curb expansion in the industry after steel output doubled in four years, driving up prices of iron ore and coal to records and fueling inflation. The country announced on July 20 a policy that will shut small, polluting mills and force industry mergers.  The expected shutdowns suggest “the phenomenal growth rates we have recently seen in China’s steel output would begin to slow significantly next year”. 

National Steel Policy

The National Steel Policy was to be announced early this year but for same reasons, it has not been announced so far. According to reports the National Steel Policy has not yet been approved by the cabinet. The secondary steel making sector is awaiting the matter included in the policy. According to a draft which was put by Steel Ministry on website, it did not include many points which could have been taken for the benefit of secondary steel sector such as raw materials requirements of the electric steel makers and the requirement of energy for this sector in future years. 

Karnataka to become Major Steel Producers

Slowly but steadily, Karnataka is making rapid strides towards emerging as a major production hub of sponge, Pig iron and steel.  As many as 92 small, medium and big units involving a total investment of Rs. 12,666 crore have been sanctioned during the last three years, according to district-wise information from the industry department.  These units are expected to create additional production capacity of 37,23,026 million tons per annum.

Economic growth in India & China may increase

The United Nations Conference on Trade and Development (UNCTAD) on Friday said that the Indian economy would continue to grow at a healthy rate of 6.5% in 2005.China growth rate is 9.5% in 2005. Sustained growth rates of India and China would have a positive impact on other developed and developing economy.  India’s merchandise trade structure might follow a sequence of changes similar to that of China. 

Power Tariffs Policy

Electricity Act 2003 - Power Tariff Policy. Now it is noted that Ministry of Finance and Planning Commission have raised objections to the cost-plus basis of fixing Power Tariffs. According to them it would push-up the eventual price of power for consumers. The Committees of Secretaries in a meeting have set-up a sub-committee to re-work the policy.  Finance Ministry and Planning Commission have agreed that cost-plus approach will provide no incentive to companies to invest in cutting edge technology or measures to bring down the cost of electricity. They feel that power companies will use outdated technologies and also effect energy conservation.

Refuting Panning Commission and Ministry of Finance observations, Ministry of  Power maintains that Power Tariffs that have been rationalized even under a system that allow the regulatory commissions to determine tariff. The Electricity Act provides for determination of Power Tariffs both the competitive process and for setting of tariff by Regulatory Commissions. Actual determination of various parameters is to be done by Regulatory Commissions. Older agreements have to be honoured.      

AIIFA is of the view that during fixing of Power Tariffs whatever method is adopted the cost of generation and supply for various types of consumers be  considered and tariffs be fixed industry wise i.e., H.T & L.T. respectively

Increase in Steel capacity of Tata Steel

In view of projections made in National Steel Policy that by 2020, the demand will nearly 100 million tons in India.  In view of the same many Indian and foreign steel firms want to install plants in India.  We want to keep our members informed in regard to buildings of steel capacity in coming years.  Besides Posco, the South Korean giant installing a 12-million ton capacity plant in Orissa and Mittal proposing to install a 10-million ton capacity plant in Jharkhand, Tatas are installing a Greenfield Steel Plant of 12-million ton plant in Jharkhand and are progressing very fast so that the plant come up before Mittal put up the plant.  Thus, the total Tatas capacity will become 25-million ton.  Tata’s investment may be Rs. 55,000 crores.  We want our members to keep track of the increases in steel making capacity in future and plan their own steel making accordingly.

Railway Ministry may reduce freight on Steel

Members may kindly see elsewhere in this issue regarding Ministry of Steel asking the Ministry of Railways to reduce the rail freight on steel items and that Shri Ram Vilas Paswan, the Union Steel Minister  has written to Prime Minister in this context.  It is now reported that Railway Ministry may consider the demand of reducing rail freight on steel items.  Railway ministry officials have stated that since steel industry was one of its biggest customers, therefore, it would consider its demand in a positive manner.  However, so far, Ministry of Railways has not taken any concrete action in this regard.

Coal prices affect of Sponge Iron Industry

In India at present 55% of the Sponge Iron is produced by using of coal and balance 45% is produced by using gas.  There is shortage of coking coal in the country.  The present Sponge iron production in the country is nearly 10 million tons and thus India is the biggest manufacture of Sponge iron in the world.   Steel produced through Induction Furnace and Electric Arc Furnace route needs sponge iron though some integrated steel plants have started using sponge iron in the blast furnaces.  Sponge Iron Manufacturers Association (SIMA) has stated that they have approached Ministry of Coal & Mines for proper allocation of right type of coal needed by the sponge iron industry.  However, the chances of getting proper coal from Coal India Limited are remote.  Since, there are lot of small units of sponge iron in the country which also need coal and no uniform policy has been adopted to give coal to all sponge iron units.

Iron Ore Mines- New Rules  

Government may soon make it mandatory for states to offer captive iron ore mining leases only to widely held public limited steel companies. The expert committee headed by Mr.RK Dang made this suggestion to make steel companies more a accountable and make the general public a participant in the progress of the steel industry.  Steel Ministry sources said that the proposal has found favour with the ministry, which would soon consult the ministry of mines to incorporate the changes in model mining lease guidelines being considered by it.  As per the proposal, all the new and old captive mining agreements would have to ensure that lease rights are offered to only widely held companies.

· Expert panel headed by Mr. R.K. Dang aimed to make steel companies more accountable.

· New rules would apply to all new and old captive mining agreements.

· They would prevent non-serious players from seeking captive mining rights.

· Small steel producers could adopt the consortium approach.

NEW MEMBERS

We are reproducing below the names and addresses of new members who have joined AIIFA recently.  The Association is grateful to these companies for their becoming members of the Association.

(i)
Name and Address

:
D & S FOUNDRY & RE-ROLLING MILLS

for Correspondence


PVT. LTD.










C/o Ananda Ram Patel, A.E. (Elect.)








At/PO Sankara, Dist. Sundargarh (Orissa)








Tel: 0661-2401514/93370 43470








Telefax: 0661-2401514








E-Mail: sujit.naik@dsworldwide.net
Membership No.


:
575

Name of Chief Executive
:
Mr. Sujit Naik

Products made


:
M.S. Ingots & Steel Castings

(ii)
Name and Address

:
ALLIANZ STEEL LTD.

for Correspondence


D-67, Housing Board Plaza, Opp: Press Complex







A-B Road, Indore – 452 008 (M.P.)







Tel: 0731-5002615/2559315







Fax: 0731-5002615







E-Mail: allianz_steel@hotmail.com
Membership No.


:
576

Name of Chief Executive
:
Mr. Vikram Agnihotri

Products made


:
M.S. Ingots 
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CUSTOMS NOTIFICATION 
NO. 81/2005-CUSTOMS DATED 08.09.2005 (F.NO. 460/44/2005-Cus.V)

“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 exempts all items of machinery, including prime movers, instruments, apparatus and appliances, control gear and transmission equipment, and auxiliary equipment (including those required for testing and quality control) and components, required for initial setting up of a project of generation of power using non-conventional materials, namely, agricultural, forestry, agro-industrial, industrial, municipal and urban waste, bio-waste or poultry litter, falling under any Chapter of the First Schedule to the Customs Acts, 1975 (51 of 1975), when imported into India, from so much of the duty of Customs leviable thereon which is specified in the said First Schedule as is in excess of 5% ad valorem, subject to the following conditions,-

(i)
the importer produces to the Deputy Commissioner of Customs or the Assistant Commissioner of Customs, as the case may be, a certificate, from an officer not below the rank of a Deputy Secretary to the Government of India in the Ministry of Non-Conventional Energy Sources to the effect that the goods are required for initial setting up of a project for the generation of power using non-conventional materials, namely, agricultural, forestry, agro-industrial, industrial, municipal and urban waste, bio-waste or poultry litter and the said officer recommends the grant of this exemption;

(ii)
the importer proves to the satisfaction of the Deputy Commissioner of Customs or the Assistant Commissioner of Customs, as the case may be, that there is a valid power purchase agreement between the importer and the purchaser, for the sale and purchase of electricity generated from the non-conventional materials, for a period of not less than ten years from the date of commissioning of the project; and

(iii)
the importer furnishes an undertaking to the Deputy Commissioner of Customs or the Assistant Commissioner of Customs, as the case may be, that such imported goods will be used for the purpose specified and in the event of his failure to comply with this condition, he shall be liable to pay, in respect of such goods as is not proved to have been so used, an amount equal to the difference between the duty leviable on such goods but for the exemption under this notification and that already paid at the time of importation.

Sd/-

(AJAY)

Under Secretary to the Govt. of India
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