CREDIT CARD, DEBIT CARD, CHARGE CARD OR OTHER PAYMENT CARDS 
RELATED SERVICE 
Date of Introduction: 01.05.2006 vide Notification No.15/2006 dated 25.04.2006 
Definitions: 

“credit card, debit card, charge card or other payment card service” includes any service provided,—
 

(i) by a banking company, financial institution including non-banking financial company or any other person (hereinafter referred to as the issuing bank), issuing such card to a card holder; 
 

(ii) by any person to an issuing bank in relation to such card business, including receipt and processing of application, transfer of embossing data to issuing bank’s personalisation agency, automated teller machine personal identification number generation, renewal or replacement of card, change of address, enhancement of credit limit, payment updation and statement generation; 
 
(iii) by any person, including an issuing bank and an acquiring bank, to any other person in relation to settlement of any amount transacted through such card. Explanation.—For the purposes of this sub-clause, “acquiring bank” means any banking company, financial institution including non-banking financial company or any other person, who makes the payment to any person who accepts such card; 
 

(iv) in relation to joint promotional cards or affinity cards or co-branded cards; 
 

(v) in relation to promotion and marketing of goods and services through such card; 
 

(vi) by a person, to an issuing bank or the holder of such card, for making use of automated teller machines of such person; and 
 
(vii) by the owner of trade marks or brand name to the issuing bank under an agreement, for use of the trade mark or brand name and other services in relation to such card, whether or not such owner is a club or association and the issuing bank is a member of such club or association. Explanation.—For the purposes of this sub-clause, an issuing bank and the owner of trade marks or brand name shall be treated as separate persons;’ (section 65(33a) of the Finance Act, 1994) 
 

“taxable service” means any service provided or to be provided to to any person, by any other person, in relation to credit card, debit card, charge card or other payment card service, in any manner; (section 65(105)(zzzw) of the Finance Act, 1994) Value of Taxable Service: The value of taxable service shall be the gross amount charged by the service provider for providing such service and the money value of any other consideration ( if any) received for providing such service. The value of taxable service shall be determined as per the provisions made under section 67 of the Finance Act, read with Service Tax (Determination of Value ) Rules, 2006 
Who is responsible to pay Service Tax: 
The service provider is responsible to pay service tax. However, in cases, where the provider of taxable service is located outside India and the recipient of service is located in India, the recipient of service is responsible for payment of service tax. The responsibility to pay service tax under such situations is determined by the provisions made under section 66A of the Finance Act, 1994, read with Taxation of Services (Provided from outside India and received in India) Rules, 2006 
 

Scope of Service: 
Credit card services are presently taxable under banking and other financial services. The proposal is to tax comprehensively all services provided in respect of, or in relation to, credit card, debit card, charge card or other payment card in any manner. The major services provided in relation to such services are specifically mentioned under the definition “credit card, debit card, charge card or other payment card service”.
(Ref: Joint Secretary (TRU)’s letter D.O.F.No. 334/4/2006-TRU dated 28.02.2006) 
General Exemptions: 
 
	Sr.No. 
	Notification No. 
	Nature of exemption 

	1 
	16/2002 
	Services provided to United nations or any International Organisation 

	2 
	12/2003
	Exemption to value of goods and material sold during the course of providing taxable service, subject to conditions laid down in the notification. 

	3 
	4/2004 
	Service provided to a developer of Special Economic Zone or Unit located in SEZ 

	4 
	6/2005 
	Exemption from service tax for taxable services upto gross value of Rs. 4 lakhs, in case of service providers whose gross turnover for the preceding financial year was less than Rs. 4 lakhs ( w.e.f 01.04.2005) 



 
 
