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Amendment to the Value Added Tax Act -
brief overview

Council Directive (EU) 2020/284 amending Directive 2006/112/EC as regards the introduction of certain
requirements for providers of payment services will be implemented into Czech law by an amendment to
Act No. 235/2004 Coll., on Value Added Tax.

In accordance with the Directive, the amendment introduces a new obligation for payment service providers
to record and report cross-border payments.

Obliged entities will be required to keep records of cross-border payments and their payees once the legal
conditions are met. The obligation will be triggered when the number of cross-border payments per payee
exceeds 25 per calendar quarter. In particular circumstances, the recording of payments will also affect
persons who have given an order to make a cross-border payment.

The data from this record must then be provided regularly to the tax administrator in the form prescribed by
law and always by the end of the month following the end of the calendar quarter for which the obligation
arose.

The information received by the Czech tax administrator will be transferred to a centralised European
database - the Central Electronic System of Payment information (CESOP), where it will be analysed by
Member States' anti-fraud experts.

The amendment is proposed to take effect from 1 January 2024.
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Failure to comply with the obligation

Failure to comply with the new statutory obligation to provide the tax administrator with data from the register will result
in the possibility of imposing financial penalties on the payment service provider.

If the obligation does not arise in a given quarter, the payment service provider will have the option to voluntarily notify
the tax administrator, but will not be obliged to report payment data.

The amendment to the Czech Value Added Tax Act in relation to payment service providers is proposed to take effect
from 1 January 2024.
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What does this mean in practice?

Under the planned legislation, payment service providers operating in the field of payment services in the EU will have
to monitor the payees of cross-border payments and report relevant data and information to the financial (or other)
authorities of the Member States (including the Czech Republic).

In the Czech Republic (as in other EU Member States), payment service providers will therefore be newly obliged to

register cross-border payments and the payees of these payments and subsequently submit these records to the
Specialised Tax Office on a quarterly basis.

When does the notification obligation arise?

If the payment service provider provides domestically payment services corresponding to more than 25 cross-border
payments per quarter for the same payee (further conditions are laid down by law).
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Updates of EU VAT Directive 2006/112 (3)




Next steps
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Next steps by

31 December 2023

Launch from
1 January 2024

First reporting by
30 April 2024
(covering Q1 2024)

First transmission of
data by EU Member
States by
10 May 2024
(covering
Q1 2024)

Continuous
observation and
updates to your

tax/legal/corporate
management
system and
administration




Martin Dolnak

Attorney-at-law & Tax Advisor

martin.dolnak@twobirds.com

twobirds.com

Abu Dhabi ¢ Amsterdam e Beijing e Bratislava e Brussels ® Budapest ® Casablanca e Copenhagen e Dubai e Dublin e Dusseldorf
e Frankfurt e The Hague ¢ Hamburg e Helsinki ¢ Hong Kong e London e Luxembourg e Lyon ¢ Madrid e Milan e Munich e Paris
e Prague ¢ Rome o San Francisco e Shanghai e Shenzhen e Singapore e Stockholm e Sydney e Warsaw

The information given in this document concerning technical legal or professional subject matter is for guidance only and does not constitute legal or professional advice. Always consult a suitably qualified lawyer on any specific legal problem or
matter. Bird & Bird assumes no responsibility for such information contained in this document and disclaims all liability in respect of such information.

This document is confidential. Bird & Bird is, unless otherwise stated, the owner of copyright of this document and its contents. No part of this document may be published, distributed, extracted, re-utilised, or reproduced in any material form.
Bird & Bird is an international legal practice comprising Bird & Bird LLP and its affiliated and associated businesses.

Bird & Bird LLP is a limited liability partnership, registered in England and Wales with registered number OC340318 and is authorised and regulated by the Solicitors Regulation Authority (SRA) with SRA ID497264. Its registered office and

principal place of business is at 12 New Fetter Lane, London EC4A 1JP. A list of members of Bird & Bird LLP and of any non-members who are designated as partners, and of their respective professional qualifications, is open to inspection at
that address.



