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ITEM NO. 32 (G-4)
1. 
Name of the Subject/Project:
Approval of Tariff Structure of Electricity as approved by DERC applicable from 06.01.2007 and levy of electricity tax @5%. 

2. 
Name of the department/ departments concerned

Commercial Department

3.
Brief history of the subject/project

As per section 200 of the NDMC Act, 1994, subject to the provision of any law for the time being enforce, charges shall be leviable for supply of electricity by Council at such rates as may, from time to time, be fixed by the Council.

As such rates for charges for supply of electricity have to be at such rates as may be fixed from time to time by the Council.

The DERC has fixed the tariff of Electricity to be charged from consumers of NDMC area from 06.1.07. This does not include in built charges of electricity tax which was being collected by NDMC for last several years. 

4. 
Details proposal on the subject/project
The Council has approached Central Government to sanction 5% levy of Electricity Tax. The Resolution is pending with Central govt. If sanctioned during the second quarter of this year i.e. between July 2007 and September 2007, it will be effective from 01.10.2007.

The Council has not so far approved or fixed tariff from 06.1.2007. If the tariff fixed by DERC is made applicable from 6.1.2007, the Council will have to return to consumers 5% of tariff already collected from 06.1.2007. This will badly effect Budget targets from electricity.

5. 
Financial implications of the proposed project/subject
The Electricity Tax @5% is already included in the tariff being charged from the consumers. This exercise is to regularize the matter i.e. to show the tariff rates as fixed by DERC and 5% tax separately. However, gross revenue from sale of electricity as projected in 2007-08 is about Rs 550 crore which includes electricity components of above Rs 25 crore.

6. 
Implementation schedule with timeliness for each stage including internal processing.

To be made effective from 06.01.07 as per approval of DERC.

7. 
Comments of the Finance Department on the subject

The case at this stage is yet to be seen by Finance. However, the orders passed by the DERC regarding fixation of tariff from 06.01.2007 have already been seen by Finance. 

8. 
Comments of the Department on comments of Finance Department

No comments.

9. 
Legal implication of the subject/project

The case has already been seen and examined by the Legal Advisor and the case is being noted to the Council, as per his advice to avoid any further legal implications. 

10. 
Details of previous Council Resolutions, existing law of Parliament and Assembly on the subject.

Resolution No. 3(i) dated 17.7.2001.

11. 
Comments of the Law Department on the subject/project

The Council has not so far approved or fixed tariff from 06.01.07. If the tariff fixed by DERC is made applicable from 06.01.07, the Council will have to return to consumers 5% of tariff already collected from 06.01.07. This will badly effect Budget target from electricity.

12. 
Comments of the Department on the comments of Law Department

The advice of Law Deptt. is agreed to.

13. 
Recommendations
(i) The Council may resolve to request DERC to permit existing tariff which had a built in element of electricity tax to continue till 30.09.07 and the element of electricity tax shall be transferred to Reserve Electricity Fund. This would avoid refund of 5% of tariff to consumers;

(ii) Central Govt. may again be approached to sanction levy of electricity tax at an early date so that the same is made effective from 01.10.07 and software developed for bifurcation of electricity tariff and electricity tax.

COUNCIL’S DECISION

Resolved by the Council that DERC be requested to accord permission to continue with the existing tariff which had a built-in element of Electricity Tax till 30.09.2007, to avoid refund of 5% of tariff to the consumers.  The element of Electricity Tax may be transferred to Reserve Electricity Fund.

Further resolved by the Council that Central Govt. may again be approached to sanction levy of electricity tax at an early date so that the same is made effective from 01.10.07 and software be developed for bifurcation of electricity tariff and electricity tax.
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