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New reporting requirements for Payment
Service Providers in accordance with the
Central Electronic System of Payment
(“CESOP”)

In an effort to combat e-commerce VAT fraud, the EU Council adopted new
legislative measures which amend the EU VAT Directive and come into effect as
from 1 January 2024. The intention of the Council is to give the Tax Authorities
of the Member States the right instruments to detect possible e-commerce
VAT fraud carried out by sellers established in another Member State or in a
non-EU country.

According to the new rules, certain Payment Service Providers (“PSPs”)
established in the European Union (EU) will be required to collect specific data
from cross-border payment transactions and report them to the Tax
Authorities of their home or host Member State. Each Tax Authority will then
transmit this information to a centralised European database known as the
Central Electronic System of Payment (“CESOP”), where it will be stored and
cross-checked with other EU databases, until further processing by national
anti-fraud officials.



https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32006L0112&from=EN
https://taxation-customs.ec.europa.eu/taxation-1/central-electronic-system-payment-information-cesop_en
https://www2.deloitte.com/cy/en.html

Cyprus is currently in the process of transposing the amendments of the EU
VAT Directive into domestic legislation.

Who is affected?

The reporting obligation is only applicable to the payment service providers as
defined in the Payment Services Directive (Directive (EU) 2015/2366 of the
European Parliament and of the Council, “PSD2”) which includes credit
institutions, e-money institutions, payment institutions and post-office giro
institutions.

Examples of businesses that will be affected are banks, electronic
wallet/voucher/card providers as well as retailers and marketplaces that have
their own in-house regulated payment services as per the PSD2.

The location of the payee and the payer need to be considered to determine
which PSP has the reporting obligation.

Which transactions need to be reported?

All cross-border transactions are reportable when:

a) The payer is located in an EU Member State. The payee can be located
in an EU Member State or in a third territory or third country, and

b) the number of individual payments made to one single payee exceeds
25 in a calendar quarter.

What information will be reported?

Depending on the specifics of each case, PSPs will have to collect and report
specific information related to the payee and to each payment received by the
payee.

Impact / Key aspects to consider

EU PSPs covered by the new reporting requirements will need to assess the
extent of the implications on their organisations and be prepared for the
implementation.

Deloitte has set-up a cross functional support team who is at your disposal to
discuss the above and assist you in meeting your obligations on time.
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