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Summary 
 
In June 2015 the Council introduced a surcharge of 1.75% for payments made to the 
Council by credit card in order to offset charges being levied upon the Council by the 
card schemes, Mastercard and Visa. This was detailed in Budget Savings Proposal 
RES24 which was approved within the Council’s Budget for 2015/16. Whilst 
surcharging was a legitimate and widely accepted practice, it was noted at the time 
that the European Commission was considering legislation to stop surcharging card 
payments at some point in the future.  
 
The detail of changes has now been released by the European Commission within 
the ‘Payment Services Directive 2’, which H.M. Treasury have announced will be 
incorporated into UK legislation from 13th January 2018. It will therefore be against 
the law to surcharge for most credit card payments from this date. 
 
Making the change ahead of the mandatory January 2018 deadline would benefit the 
citizens of Rotherham. 
 
Recommendations 
That surcharging credit card payments be stopped across all Council services and 
payment platforms from 30 November 2017. 
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Background Papers 
Explanatory Memorandum to the Payment Services Regulations 2017 (HM Treasury 
- 2017 No. 752). 
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Cessation of Charging for Payments made by Credit Card  
 
1. Recommendations  
  
1.1  That surcharging credit card payments be stopped across all Council services 

and payment platforms from 30 November 2017. 
 
2. Background 
  
2.1 In 2015 the cost to the Council for accepting credit card payments stood at 

approximately £35k per year. Charges were introduced to recover this cost 
from customers although it was anticipated that some would switch to paying by 
debit card which remained free owing to the lower transaction charges. An 
ongoing income budget of £35k was built into the Central Services Medium 
Term Financial Strategy (MTFS). 

 
2.2 Charges have generated income of £12,174 in 2015/16, £13,093 in 2016/17 

and £6,736 to September in 2017/18. 
  
 The Payment Services Directive II 
 
2.3 The European Commission introduced the Payment Services Directive II 

(PSDII) in order to “enhance competition, harmonise information disclosure and 
standardise the rights and obligations for the provision and use of payment 
services in the EU, with a strong emphasis on customer protection”.  

 
2.4 The Directive covers many areas but specifically bans the surcharging of 

payments made by card. “PSDII introduces a ban on retailers’ ability to charge 
for the use of payment instruments, where their interchange fees are capped 
under the Interchange Fee Regulation, which includes the majority of consumer 
debit and credit cards. The Regulations go further by extending the ban on 
surcharging to all non-commercial retail payment instruments. This is intended 
to level the playing field across all non-commercial retail payment instruments 
and create a clearer picture for consumers in which they know the full price of 
the products/services they are purchasing upfront and are confident that there 
will be no additional charges when they come to pay using a particular payment 
instrument”. (Paragraph 7.16 of the explanatory note to The Payment Services 
Regulations 2017 – 752 of 2017). 

 
2.5 “The impact on the public sector is expected to affect local and central 

Government, as a result of the ban on surcharging”. (Paragraph 10.2 of the 
explanatory note to The Payment Services Regulations 2017 – 752 of 2017). 

 
2.6 PSDII was published in the Official Journal of the European Union on 23 

December 2015 requiring national governments to implement the Directive into 
domestic law ahead of it coming into force on the 13 January 2018. 

 
2.7 Although the UK voted in June 2016 to leave the EU, until the exit negotiations 

have been completed, the UK Government is committed to implementing and 
applying EU legislation. The Payment Services Regulations 2017 (Appendix A) 
are, therefore, made to comply with the requirements of PSDII. 

 



 

 

2.8 Communications with colleagues in other local authorities who also surcharge 
indicates a general awareness of PSDII and all have advised they are 
mobilising to stop surcharging ahead of the 13th January 2018 deadline.  

 
2.9 On 19 July 2017 the BBC News website headline reported “Credit and debit 

surcharges to be banned”. Similarly, the popular consumer website 
MoneySavingExpert.com has reported “Government to ban ALL charges for 
paying by debit or credit card”. 

 
The full articles can be seen at BBC News 190717 - Card Surcharges  and 
moneysavingexpert.com 190717 Surcharges . 

 
2.10 It is, therefore, reasonable to assume that as the January 2018 deadline 

approaches, public awareness will be raised further. The Council complying 
with the legislation ahead of the deadline may be viewed as a goodwill gesture. 

 
3. Key Issues 
 
3.1 Approximately 90% of the Council’s card payments are processed through the 

corporate income management system administered within Revenues, Benefits 
& Payments. This includes on-line payments via the Council website, the 
Automated Telephone Payments (ATP) lines and the payment kiosks located in 
the Customer Service Centres. It is estimated that system changes to stop 
charging would have cost of £1,000, this being mainly attributed to the cost of 
re-recording the script on the ATP. However, this can be incorporated into a 
pre-planned piece of work to review the ATP script in order to reduce the length 
of time a customer spends on the telephone making a payment.  

   
3.2 The remaining 10% of card payments are processed using bespoke systems 

across different services, for example the theatre booking system, or by pin 
entry devices  at customer points of contact for example at the country parks or 
the Riverside House Café. A co-ordinated instruction to stop surcharging would 
need to be delivered across all services to ensure a consistent approach and 
fairness to all customers.  

 
4.  Options considered and recommended proposal 
  
4.1 There are no alternative options being considered and the recommendation is 

that the Council cease charging for credit card payments in accordance with the 
forthcoming legislation. 

 
5. Consultation 
 
5.1 The recommendations have been considered by the relevant Cabinet Member 

who is supportive of the recommendation to cease surcharging on 30 
November 2017. 

 
 
 
 
 
 



 

 

6. Timetable and Accountability for Implementing this Decision 
 
6.1  Following the Cabinet decision and expiry of the call-in period, work will 

immediately commence to plan system and documentation changes to be 
effective from 30 November 2017. This will include changing payment details 
on all invoices and bills, instructions on the Council website and payment 
platforms, re-recording the script on the Automated Payment Lines, amending 
system parameters and a co-ordinated communication across all services to 
ensure a consistent approach. 

 
7. Financial and Procurement Implications  
 
7.1 The estimated cost of the supplier changing the ATP script is £1,000. 
 
7.2 The impact of ceasing charges will be reflected within the budget for 2018/19.  
 
8.  Legal Implications 
 
8.1 The Payment Services Regulations 2017 implement the ‘Payment Services 

Directive 2’ into UK domestic law and with effect from 13 January 2018 prohibit 
the Council from surcharging consumers for the use of debit/credit cards. 

 
9.      Human Resources Implications 
 
9.1 No direct implications from this report. 
 
10.    Implications for Children and Young People and Vulnerable Adults 
 
10.1 No direct implications from this report. 
 
11     Equalities and Human Rights Implications 
 
11.1 No direct implications from this report. 
 
12.    Implications for Partners and Other Directorates 
 
12.1 No direct implications from this report 
 
13. Risks and Mitigation 
 
13.1 No direct implications from this report 
 
14. Accountable Officer(s) 
  
 Graham Saxton, Assistant Director of Financial Services 

Robert Cutts, Service and Development Manager - Revenues, Benefits and 
Payments 
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Head of Human Resources  
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Payments 

 
This report is published on the Council's website or can be found at:- 
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