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GOVERNMENT OF INDIA

MINISTRY OF FINANCE

OFFICE OF THE COMMISSIONER OF SERVICE TAX

6th Floor, MHU COMPLEX, 692, ANNA SALAI, NANDANAM, CHENNAI 600035

Trade Notice No. 07/2006 ST                                                            Dated: 05.07.2006.

SUB: Levy of Service tax on Banking and financial services – Services 
          provided by Department of Posts – reg.
***
Copy of the Circular No.83/1/2006 ST dated 04.07.2006 are communicated herewith for information and necessary action.  
All the Trade associations are requested to bring the contents of the Trade Notice to the attention of their member’s, in particular, and the trade and all other concerned in general.

(Issued from file C.No. IV/16/118/2006-STC)

Encl: As above.
(T.C. JOSE)

JOINT COMMISSIONER OF SERVICE TAX

To,

As per mailing list.

(Both Trade and Department.)
CIRCULAR NO.83/1/2006-ST, 


DATED: JULY 4, 2006.

Subject:- Levy of service tax on banking and financial services – Services provided by Department of Posts - Reg.
I am directed to say that the scope of levy of service tax on “banking and other financial services” defined under section 65(12) of the Finance Act, 1994 and classifiable as taxable service under section 65(105)(zm) of the Finance Act, 1994 has been examined in the context of certain services provided by the Department of Posts. 
2. The issue is whether or not services such as money orders, operation of bank accounts, issue of postal orders provided by Department of Posts are liable to service tax under section 65(12) read with section 65(105)(zm) of the Finance Act, 1994, as amended.
3. Banking and other financial services are defined under section 65(12). Such services provided to a customer by a banking company or a financial institution including a non-banking financial company or any other body corporate or any other person to a customer are liable to service tax under section 65(105)(zm). The expression ‘any other person’ appearing in section 65(105)(zm) is to be read ejusdem generis with the preceding words. The expression ‘other financial services’ appearing under section 65(12)(a)(ix) is a residuary entry and includes those services which are normally rendered by banks or financial institutions.
4. Hence, banking and other financial services provided by a banking company or a financial institution or a non-banking financial company or any other service provider similar to a bank or a financial institution are liable to service tax under section 65(105)(zm) of the Finance Act, 1994. Department of Posts is not similar to a bank or a financial institution and hence does not fall within the category of any other similar service provider.
5. In view of the foregoing, it is clarified that services such as transfer of money through money orders, operation of savings accounts, issue of postal orders provided by the Department of Posts are not liable to service tax under section 65(105)(zm) read with section 65(12) of the Finance Act, 1994.
F. NO. 354/59/2006-TRU
R. Sriram
Deputy Secretary to the Govt of India
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