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NATIONAL PAYMENTS Ci ORPORATION OF JNDIA

NPCI/2016-17/NACH/Circular No. \ § F 1% July, 2016

To
All Banks participating in NACH

Madam / Dear Sir,

Sub: Fees paid to National Payments Corporation of India (NPCI)

We refer to Circular No.96 dated 19'" March, 2015 on TDS recovery mechanism on fees paid to NPCI,
where an option is made available to members to deposit TDS on NACH charges paid to NPCI and
recover it from NPCI on submission of declaration.

We are pleased to inform that the Central Board of Direct Taxes (CBDT) has issued notification No.
47/2016 on 17th June, 2016 stating no deduction of tax be made on the payments made by a person
to, inter alia, any payment systems company authorised by RBI as per Payment and Settlement
Systems Act, 2007 for following:

“ clearing charges (MICR charges) including interchange fee or any other similar charges by whatever
name called charged at the time of settlement or for clearing activities under the Payment and
Settlement Systems Act, 2007 ” (Copy attached — Annexure A).

In view thereof, no TDS is required to be deducted by members on payments made to NPCI for NACH
charges.

Hence, we are withdrawing the existing TDS recovery mechanism as mentioned in above mentioned
Circular No. 96 with immediate effect. Henceforth, you are not required to remit TDS amount on NACH
charges / fees paid to NPCI so as not to claim reimbursement from NPCI for any such TDS amount
remitted hereafter.

Kindly arrange to disseminate the information contained herein to officials concerned and to the
Finance and Taxation Department of your Company.

Yours Ea%lt'ﬁf‘ully,

VP & Head CTS and NACH Operations
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MINISTRY OF FINANCE
(Departmnet of Revenue)
(CENTRAL BOARD OF DIRECT TAXES)
NOTIFICATION
New Delhi, the 17th June, 2016
No. 47/2016

INCOME TAX

8.0. 2143(E).—In exercise of the powers conferred by sub-section (1F) of section 197A of the
Income-tax Act, 1961 (43 of 1961) and in supersession of the notification of the Government of India,
Ministry of Finance (Department of Revenue) number S.0. 3069 (E) dated 31" December, 2012, published in
the Gazette of India, Extraordinary, Part II, Section 3, Sub-section (ii), the Central Government hereby
notifies that no deduction of tax under Chapter XVII of the said Act shall be made on the payments of the
nature specified below, in case such payment is made by a person to a bank listed in the Second Schedule to
the Reserve Bank of India Act, 1934 (2 of 1934), excluding a foreign bank, or to any payment systems
company authorised by the Reserve Bank of India under Sub-section (2) of Section 4 of the Payment and
Settlement Systems Act, 2007 (51 of 2007), namely :-

(i) bank guarantee commission:

(i)  cash management service charges;

(iif) ~ depository charges on maintenance of DEMAT accounts;
(iv)  charges for warehousing services for commodities;

(v)  underwriting service charges;

(vi)  clearing charges (MICR charges) including interchange fee or any other similar charges by
whatever name called charged at the time of settlement or for clearing activities under the
Payment and Settlement Systems Act, 2007;

(vii) credit card or debit card commission for transaction between merchant establishment and
acquirer bank.

2. This notification shall come into force from the date of its publication in the Official Gazette.
[Notification No. 47/2016/ F. No. 275/53/2012 - IT(B)]
SANDEEP SINGH, Under Secy.
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