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TR &R guT SNt v
st
< faeely, 27 R, 2017

2000 %. 9T S99 F9 o7 ¥ sfae w7 ghard/adfiva vt f R wR # g2 w©W
AT |

#. 6(19)/2017-SHH-1:—

1.

36 GI/2018

RfSee 2w w1 F saia Rivea s, Rfes oo i Bf5es =m0 suesy w2ar
FT AT A1 Rfoes &7 7 T auret 3fi7 A1 erfemawy § afiatda #2 fit afsgoqar £ 15 2
RfSea quram =ar feew #1 daeia Rfves 2Rar wEwa 1 afvard & 8 i za8 9wg i
srefegaedT T gfvatda wea qor 39 a9t T+ foro et Sarstt w1 aarae™ F3 & o7ar g S
TIEICE |

1w, 2017 ®1 foeq =it 7 oot awe Ao § AT 99 2017-18 F forw 2,500 #IE F
RfSreet A sael F de Y s 6 ot

efSrea g aifeafas oF ®, ST gyl HE Fard & &9 9 8 97 S 397 § STl
AT 90% AT TFare it ST M1, T ASeee TATME 6 € § STEIST & T 3 & |
=HH Afafvara o faenar, siiel/eat greaw saafe &, ST swfsd st #1 a1 fRear 8 | =39 &
T SATIRT T S 97 A 92 et gl & |

w7 Tfae FrE/sf Them/snae-0 SErar shifaeed | wrs quar denue 9efia a1 Fgem o6
ST A AT ATATSH AT JIS 6 ATEAH & AT fohl foeg (Tefros) 9% &Fm simar g ar
FATIE Fe a7 (THSTSAIT), SATIT G 3H a9 (ATSUZUHAT) Tl a7 gl ¢ |

(6]
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5. seatss 7 6 fawwaw, 2017 =1 Sfae e dAqadl & o AR TAST q9; Sefed Fd gu uF A
SITET f3haT 2 ST 01.01.2018 & T9T=het 2T fod aieaet & forw samardy aofiame faforse madtame
T4 yEaTia i TS

6. TLH T I fAvi forar am g 3 =i @9aa St 2000 ¥9T A7 THE FH T F g, T THSIHN
9o AT TFaT ST arfer UE RRtes surar o|adt 1 S [T Fr ST a9 | 39T & ow g
AT T THEIEE TATEERRT ®T & g 2l STUAT ¥ A o 76 ddad & ai1&a< gl JTui | 39
TroET T Ageaqet fFemard R € -

Vi.

Vii.

viii.

Xi.

1 SFadY, 2018 & 2000 AT AT THH FH ToF AT adadt a2 efae wresfim gfvems/sneam-a
AqAT U AN THSIA, I qUT @ aty F fow gvww gy ggq G s s vy
sfdrgurrat S # zEeh g it soft arfd 09 aeeat F w9y # sararat v F
THSTAR 7 &AT 921 A&, T ASHT & Aaid a6 THT T el & o0 A 7 &
THASIA IoF TGA Tl FA AT THH TROTHETET THSIHA FT F qqrH Tehi § ATTF
Qe T forT ST |

2000 =TT AT THH FH I AT AqaAl & A H w1 THSIAT A0 Tal 29T | =19, 2000
U ATIF F AT ¥, THSTHAT X Aad GoF I AN gRIT | IFTEI0 % 17 9T, 1800 w7
e o AFaH % A | s THSIA AN 7l 2T 37T 2300 FIT % oA & G §, THSIHAT
¥ 2300 F9T F AT T% AT g |

AT ATAUGUHAT 9 il TG AT FAT g T satens F T saegan, feae w1 a1
iSe FIE TET T FEFTIT FA AT SATATAL & AT FHlE T FLLATT Aal 2T ATy |

&A1 6.12.2017 F sn¥atars & ARemaEr #aTE # 78 @< gftafoa gAr =1y fF 2fae
FTE/HTH THTSAT/AMET-T o U AT Al TFd Fd qHT SATATAT FTT THSIST I HT
TS ATt I A1 STAT SATUT

T ATERIZUAT S il HeTd o0 ST ATel STeT § Haterd Traid a7 &l T HEAT g |

U I F AT Tg THTOTT T g 3 STEal S i e deas siives 9% Fahrdr
THETHAT THATL & QAT T QU RO AT (3T 797 ¢ 37T ATSUGRAT o o AL Hl T4 FT T
frega w< e T &

word fauTer % forw srfemgurarat a4, Sfee w1/ i Tltems/snam T JmaEt (F-auH 37 siE
JUH AAGAT T FA-AAT TELT FLA FATeA) T AIAT 31T ToF el STq AT rerew or@m Tt
ZTT 74T AT U Rre seqa 7 |

T F ATT-ATT ATIZUERAT dF I AGTILHEF T IToq UH THIMTS AT F q7el Teqd
T o g giAte=d o o 3 Sti=r S 72 21t & S § THETHT F7 4w 7 a1 sATary
FTET STHTFHAT & foraT 747 € 37T T &1 9% 5T SATAT § AT AN FH JoA % Aad 5 (o1 foram
TATE |

Tg AT AT & TATAT FX Tl et T2 TAT AT § T 70 a1 9% a0 gl

fa® 01.01.2018 | TfERITES Sa1 F THSTSR il Caqid gaet qai u fo=m-fawed w7 &
forw enfg afafa & e §% @9 () oiw snft srfgames S#f & wrea SAget w1 adrero
e & e faAT 1.1.2018 & U& fauTer & ™0 #7 97 % UH a-aAl 9¢ Taelen? & Tiaa
= Haeg ®§ 2000 T ATAT THH FH od & F (e FHIe dAqadl & qoF & 0.40% FT FT A1
feom & | wfafa 7 =g e oft faar g & wfogfT & foro v foega aemeee wiwar of & o
R g |

ara: faei® 01.01.2018 & i g Attt 1 fawer & forw sifémmes S+t & forw adteme wfagf
U FT R ST 2000 FF AT THH FH % Stae Hre/dHH THE/AMeM-T dqa+1 & T o &

0.40% 9 ZIT |




[am [-Eve 1] IR T TS : STHYR 3

Xii. FATgRT ThRaT ored aredtems, sy i S+ ontfer § % wredd ¥ UH FH goT aTd Adadl &

oy # TAqid dF 94 BT ST | 3EE a1R foHTer R TR THErER At 9faqd 2q
FfewTEs Sl % forg TihaT T it ST a9 o A § "etaa gy @ ST & S

7. | A AT FIA HT A AT SI1aT ¢ T 01.01.2018 H FH HoF o HAGH[ o [T THSIAT

gt it =8 9 ATeET § ivadd Aiaes w7 & B s
TIITAHEE TH. HIFd qraa

MINISTRY OF ELECTRONICS AND INFORMATION TECHNOLOGY
NOTIFICATION
New Delhi, the 27th December, 2017

Subject : Subsidizing MDR charges on Debit Cards/BHIM UPI/AePS transactions of value less than or

equal to Rs. 2000/-.

No. 6(19)/2017-DPD-1.—

1y

2)

3)

4)

5)

6)

The Digital India Programme envisions transforming India into a digitally empowered society and
knowledge economy by making available digital infrastructure, digital governance and digital services
to every citizen. Promotion of digital payments ecosystem is an essential aspect of the Digital India
programme and has the potential to transform India’s economy and extend inclusion of financial
services to all those who remain excluded.

Finance Minister in his Budget Speech on February 1, 2017 had announced a target of 2,500 crore
digital payment transactions for FY. 2017-18.

In the digital payments ecosystem, merchants play a very crucial role especially in a country like India
where nearly 90% of merchants are from the unorganized sector in the form of small grocery stores,
local outlets, etc. Besides, there are vendors, auto/taxi drivers etc., who constitute a large share of
unorganized merchants. The transaction amount at each of these merchants is generally small.

In the Debit Card/BHIM UPI/Aadhaar-Pay payment eco system, when any payment is made at a
merchant Point of Sale (POS) through a POS machine or QR “scan & pay” or online mode of
payment, Merchant Discount rate (MDR) charge is payable by the merchant to his bank (Acquirer). A
portion of this is shared by the acquirer bank with the card issuing bank and the card network
operator.

RBI has issued a directive on 6™ December, 2017 revising MDR applicable for debit card transactions
which will be effective from 01.01.2018 wherein merchant category wise differential MDR rates have
been proposed for transactions.

It has been decided by the Government to reimburse the MDR charges on small transactions which
are less than or equal to Rs. 2000/- in value so that such digital payment transactions are promoted.
The MDR on such transactions for the merchant will effectively become zero and hence they will
come on par with cash transactions. The salient features of the scheme are as follows:-

1) MDR applicable on Debit Card/BHIM UPI/Aadhaar-Pay transactions less than or equal to
Rs. 2000/- in value will be borne by Government for a period of two years with effect from
Ist January, 2018 by reimbursement of the same to the acquirer banks so that no MDR is
payable by the merchant in respect of such transactions. Accordingly, the banks shall not
charge any MDR from merchants for all eligible transactions under this scheme and
consequently the consumers will not be overcharged citing MDR as a reason.

ii) No MDR will be applicable in case of transaction value less than or equal to Rs. 2000/-.
However, for transaction value above Rs. 2000/-, MDR would be applicable on the entire
transaction value. For example, no MDR will be applicable in case of a transaction value of
Rs.1800 and in respect of a transaction of Rs. 2300/-, MDR would be applicable on the entire
transaction value of Rs. 2300/-.
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iii) Each acquirer bank has to ensure that in accordance with the relevant RBI instructions, there
should be no “bundled” agreement with the merchants covering both debit cards & credit
cards.

v) In line with the RBI instructions dated 6.12.2017, the agreements should include a clause that
MDR charges should not be passed on by the merchants to the customers while accepting
payments through debit cards/BHIM UPI/Aadhaar Pay.

V) Each acquirer bank will be required to submit their respective reimbursement claims in the
format to be laid down.

vi) Such claim shall be accompanied with a certificate that the share of the MDR charges that is
due to the issuer bank and the card network operator have been paid in full and the share of
the acquirer bank has been clearly identified.

vii) For every quarter the acquirer banks should submit a report duly certified by their statutory
auditors regarding the volume and value of the debit card/BHIM UPI/Aadhaar Pay
transactions (showing on-us and off-us transactions distinctly).

viii) Along-with the claim, the acquirer banks should submit to the RBI, a certificate from their
auditor confirming that with respect to the claim under examination, MDR has neither been
charged from the consumer by the merchant nor charged by the bank from the merchant in
respect of the applicable low value transactions.

ix) The Scheme is applicable to banks having operations in India and transactions done in India.

X) The Committee set up to look into the issues relating to reimbursement of MDR to the
acquirer banks with effect from 1.1.2018, has examined the inputs from Indian Banks
Association (IBA) and leading acquirer banks and has suggested a cap of 0.40% of value of
total debit card transactions less than or equal to Rs. 2000/- with regard to reimbursement of
MDR on such low value transactions for a period of one quarter with effect from 1.1.2018.
The committee has also recommended that a detailed consultative process for the
reimbursement may be worked out.

Xi) Therefore, for a period of one quarter starting from 1.1.2018 there will be a cap on MDR
reimbursable to the acquirer banks which will be at 0.40% of the total value of the debit card/
BHIM UPI / Aadhaar Pay transactions less than or equal to Rs. 2000. If felt necessary this cap
could be revisited thereafter.

xii) The reimbursement mechanism in respect of such low value transactions would be evolved
through a consultative process involving the RBI, IBA and banks. Thereafter, the procedure
for quarterly reimbursements of MDR to the Acquirer banks will be worked out and
communicated to all concerned.

The banks are requested to ensure that the transition to this new scheme of MDR reimbursement for
low value transactions w.e.f 1.1.2018 is done smoothly without any hitch.

GOPALAKRISHNAN S., Jt. Secy.
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