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Foreword
This publication highlights issues of tax importance that may be relevant for entities with 
business operations in Greece, in view of their year-end closing, to help them manage more 
effectively their corporate income tax compliance obligations and minimize any additional 
tax and penalty exposure.
Some of the issues can be relevant to foreign entities with activities in Greece and some 
other to both domestic and foreign entities with operations in Greece. What is important to 
note, however, is that this publication does not address all matters that can be relevant for 
an enterprise, does not consider types of entities for which special tax rules are applicable 
and, last but not least, that  professional advice should be obtained, before any decision is 
made, regardless of how detailed the discussion is on any issue found to be relevant below.
Please do not hesitate to contact us at the address shown at the back of the publication with 
any remarks, suggestions or questions you may have.

Alexandros Karakitis
Karageorgiou & Associates
December 2015
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Introduction
Corporate entities, partnerships and individuals are subject to income taxation in Greece for 
their domestic source income and those of them who are tax resident of Greece for their 
worldwide income. The taxation period coincides with the calendar year. However, entities 
keeping double entry accounting books may choose to be taxed for the period 1 July 
through 30 June instead. Domestic entities owned by more than 50% by a foreign entity 
may,additionally, choose their fiscal year –end to be the same with the one of their parent 
company, when it is different from 31 December or 30 June. 
Pursuant to the new income tax law 4172/2014 that is in force since last year, in no circum-
stances may the fiscal year last more than 12 months, as opposed to the previous regime, 
which exceptionally allowed the first fiscal year of an entity to last for up to 24 months, there-
by allowing an entity commencing operations in the current year to close its first fiscal year, 
for example, on 31 December, 2016. This is not possible under the new tax law and thus the 
first fiscal year can be shorter than 12 months but not longer.
Although the financial statements and the tax return of entities are due for filing  by the end 
of the sixth month following the fiscal year end and of individuals by April, there are various 
issues that have to be resolved early enough , in order for the taxable income of the fiscal 
year to be properly declared when there is such an obligation for its beneficiary in Greece.
In the following section there are analyzed some important issues that an entity with opera-
tions in Greece needs to promptly address to effectively manage its tax compliance in 
Greece for the fiscal year 2015.
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Issues potentially relevant for attention
Entities established abroad, but run during the year, even temporarily, from Greece:
Pursuant to the Greek income tax law, an entity is considered as Greek tax resident and is 
subject to tax for its worldwide income, if it has been established under Greek tax law or has 
its statutory seat or place of effective management in Greece. Moreover, if the place of effec-
tive management has been in Greece during any time period within the fiscal year, then the 
entity is considered as Greek tax resident for the entire fiscal year. The tax law also states 
which circumstances may cause the entity to be considered as effectively managed from 
Greece; namely relevant criteria indicatively include: the place where the daily operations 
are carried out, where strategic decisions are taken, where the annual shareholders’  or part-
ners’ meeting takes place , where the accounting books and records are kept or where the 
board of directors or any other executive body of the entity meets or where  their  domicile  
is located. In combination with the fact of certain of these conditions being met in Greece, 
the domicile of the majority of the shareholders or partners of the entity can also be consid-
ered.
The rule applies not only to corporate entities but also to partnerships and any other entity. 
Pursuant to Greek income tax law, all entities, regardless of whether they are opaque or 
transparent under the tax law of the country of their formation, are subjects of the corporate 
income tax.
If the entity is characterized, based on the above criteria, as Greek tax resident, then its 
worldwide income should be reported and taxed in Greece, unless the tie breaking clause 
of an applicable tax treaty with Greece clearly supports the position that for tax treaty 
purposes it is considered as tax resident of the other jurisdiction where its worldwide income 
can only be taxed. 
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Foreign entities providing services through a fixed place in Greece:
If a foreign entity exercises its business, wholly or partly, through a fixed place in Greece, 
then it is deemed to have a local taxable presence, ie permanent establishment. Thus, 
foreign entities that send personnel or hire other associates to work for them on a project at 
a certain place in Greece, which is set at their disposal, should examine whether their local 
activity has a certain degree of permanence, thereby constituting a permanent establish-
ment. There is no rule of thumb provided by the income tax law or administrative practice 
about what the minimum duration of the local activity should be in order to create a perma-
nent establishment. The tax law refers to a period of 3 months only in relation to construction 
sites, installation projects or supervision of construction or installation projects; hence in 
case the project involves any such activity, it constitutes a permanent establishment if it is 
expected to last more than 3 months (unless a tax treaty is in force between Greece and the 
country of tax residence of the foreign entity, that provides for a longer period of time). For 
other projects that do not involve construction, installation or their supervision, no reference 
to duration is provided. However, we consider the three- month period to be the maximum 
period that a project can last without creating a permanent establishment, whereas, 
depending on the nature of the activity, even shorter projects may occasionally constitute a 
permanent establishment. Therefore, a proper assessment is required prior to the start of 
the activity, ie during the negotiation of the contract for the project. An initial assessment 
made, that no permanent establishment exists, will have to be re-examined,, prior to fiscal 
year-end, if it still remains valid or whether any action needs to be taken to minimize expo-
sure. Specifically, failure to comply, by registering the existing permanent establishment on 
time, in order to timely fulfill its recurring tax reporting and payment obligations for income 
tax, payroll and other withholding taxes, can result to substantial late interest and penalty 
amounts, which become heavier the more time elapses.
 In case the activity constitutes a permanent establishment in Greece and the services 
performed locally involve technical works, management support, consulting services or 
other services similar in nature and the relevant service fees are paid by a domestic entity, 
by a permanent establishment in Greece of another foreign person or by a local individual- 
entrepreneur, then there applies a 20% withholding tax on the amount of the payment (how-
ever,  in case the fee recipient is a contractor engaged in technical works, the withholding 
tax applied is 3%). Such withholding tax ( the 20% or 3%) is credited against the income tax 
of the permanent establishment of the foreign entity. In our view the 20% withholding tax , 
which, by contrast to the tax of 3%, applies only to foreign entities with permanent establish-
ments in Greece ,can only be compatible with EU law,if it applies to entities that have not 
registered their existing permanent establishment before the invoicing of the local services. 
However, this does not seem to be the view of the tax administration, which takes the posi-
tion that the 20% withholding tax applies to the permanent establishment’s income from 
consulting or management services regardless of whether it has been previously registered 
or not.
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Foreign entities having sales force or agents negotiating sales for them in Greece: 
Foreign entities need to review their existing or planned presence in Greece, consisting in 
facilities made available to them or in the activity of a person, other than an independent 
agent (ie other than an independent broker or commercial agent), who essentially and habit-
ually concludes sales for them in Greece. In case in the facilities core activities are 
performed, rather than only activities of preparatory or auxiliary nature, then the foreign entity 
on whose behalf they are performed will be considered as having a taxable permanent 
establishment in Greece and will have to structure the flow of related invoicing through such 
permanent establishment. Likewise the sales made through the intermediation of an agent 
will have to be reported by the Greek permanent establishment, that  the agent’s activity 
created and ensure that all relevant costs are allocated to it , ie the agent’s commission and 
any other expense attributable to the local activity, in order to be claimed for deduction.

Ensure the timely recording and availability of supporting documentation
of business expenses: 
One of the conditions for the tax deductibility of business expenses is that they are recorded 
in the fiscal year in which they are incurred and that their occurrence by the business which 
claims their deduction is supported by appropriate documents. To that end, a domestic 
entity or the local permanent establishment of a foreign entity should ensure that it operates 
a reliable accounting system and maintains comprehensive accounting records enabling 
the preparation of accurate financial statements that meet the requirements of IFRS or 
Greek GAAP, depending on which standards are in each case applicable. Pursuant to 
Greek statutory accounting rules, when the entity maintains double entry accounting books 
( practically every entity operating in Greece is obliged to keep double entry accounting 
books, except for micro businesses- measured by any combination of  two out of the follow-
ing three criteria: ie  assets, turnover and average headcount - of individuals or of individu-
als’ partnerships, which are allowed to keep single entry books), it should update them with 
any documents issued and documents received by the end of the following month. Support-
ing documents received with delay should be posted with the date of receipt, but their 
receipt should be secured before filing of the income tax return, which for corporate entities 
is due  by the end of the 6th month following fiscal year-end. A modified tax return can also 
be filed, to claim tax deduction of expenses whose supporting document was received after 
the filing of the original tax return, provided no relevant tax audit has been initiated until then. 
Moreover, special attention should be paid to amounts that are subject to withholding tax 
(eg interest payable to parties other than credit institutions, cross-border royalties, premi-
ums for group insurance policies), since the amount of the withholding tax is due for pay-
ment until the end of the second month from the date the underlying amount was posted as 
payable in the accounting books. However, payment of the withholding tax is not a condition 
for the tax deductibility of the expense, unlike what was the case for cross-border royalties 
until 2013, although default interest and penalties are triggered in case the withholding tax 
return is filed with delay and thus its payment is overdue.
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Check whether all benefits in kind provided to the personnel have been properly treated    
from tax and social security contribution perspective: 
The supply of benefits in kind may trigger both income tax and social security contribution 
consequences. From a social security contribution point of view, any supplies provided to 
employees and burdening the employer are subject to social security contribution, if they 
are not primarily intended to serve operating needs of the enterprise. Hence for those 
employees receiving such benefits and whose salary has not reached the ceiling up to 
which social security contributions are calculated ( currently set at Euro 5,543,55 per 
month), the employer will have to calculate and pay social security contributions. 
From an income taxation point of view, any benefits in kind exceeding Euro 300 per year and  
per employee are subject to personal income tax. Excluded from taxation are amounts cov-
ering accommodation, meals , transportation and per diems , provided they were incurred 
for business trips. For the tax deductibility of such amounts as business expenses, proper 
documentation should be available evidencing their connection with the trip of an employee 
and that such trip took place for business reasons. Also supplies provided in kind and serv-
ing the operations and business needs of the entity are not considered as employment 
income and furthermore are deducted as business expenses.Especially supplies in kind 
explicitly provided in collective operational labour agreements concluded with the union of 
the employees and the terms of which are mandatory for all employees of the entity are con-
sidered not to constitute employment income, but supplies covering  needs relating to the 
employment tasks of the employees. Also various tools provided to the employees for the 
execution of their tasks, eg tablets, mobile phones, other,regardless of whether they are 
provided in a collective labor agreement or not, do not constitute employment income and 
are tax deductible for the entity to the extent such tools are not used for personal 
reasons.The entity  should, therefore, have available proper evidence of how such tools are 
used , for example the company’s policy about the use of such tools, the people who use 
them and their role in the business operations, the conditions on which the relevant expense 
incurred burdens the employer or the employee ,all related supporting documentation for 
the relevant expenses that is in each case appropriate and and an actual allocation of 
burden made that is consistent with such policy. In case of doubt, the entity would rather 
add- back the amount in doubt to its taxable income.Finally,food coupons of  up to Euro 6 
per employee and per day are excluded from the employment income base while still  con-
sidered as tax deductible for the entity , as serving primarily the productivity of the employ-
ees. The same applies also for insurance premiums paid for group insurance policies. Also 
the same applies for premiums paid for the medical care or for the coverage in case of 
death or injury, to the extent such premiums do not exceed Euro 1,500 per employee and 
per annum.Should such benefits be provided, then again a company policy should exist, 
explaining  to the employees the purpose for which such benefits are provided, and thereby 
supporting the productive nature of the expense.
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By contrast, all the following supplies are considered to be benefits in kind subject to 
employment income taxation, regardless of their value being more or less than Euro 300 per 
annum:

• The supply of the use of a car, other than a tool car, to an employee is considered at 30%   
    of the relevant expense, that is recorded in the accounting books, as depreciation, repair,  
    maintenance, leasing etc.
• Any stock option benefits derived upon exercise of the option.
• The housing of an employee.
• Finally any interest free loan or loan at a favorable interest rate , provided to an employee ,trig
   gers computation of employment income tax. In case no written agreement exists for the 
   terms of such loan, the entire principal amount provided is considered as taxable benefit 
   in kind. Salary advance payments of more than 3 months should be provided via loan. 

The rule applies regardless of the position of the person as employee, manager or board 
member, since in all these cases the income that all these persons derive from their respec-
tive roles is considered as employment income. As regards the question whether the entity 
is obliged to withhold salary tax on these benefits in kind, a circular published this year (POL 
1072/2015) provides that because the accurate quantification of the benefit is difficult to 
happen at the time the benefit is granted, it is acceptable not to effect salary tax withholdings 
on such benefits and the tax due to be paid with the filing of the annual income tax return by  
the beneficiary. For this purpose the company should prepare and provide to the employee 
prior to his filing of the individual income tax return, a statement containing apart from the 
salary, with  the gross and net amounts, the value of the in kind  benefits provided to him 
throughout the previous year.

Check whether the interest expenses of the year are fully tax deductible: 
The tax deductibility of interest expenses is subject to various requirements as follows:

- For loans received from third  parties, other than banks and which are not deriving from 
bond loans of joint stock companies, in which cases such restriction does not apply, the 
interest is tax deductible to the extent the interest rate does not exceed the interest rate 
applied to mutual debit and credit current accounts for the closest period to the date of the 
loan,as published by the statistical bulletin of the Bank of Greece and provided that the thin 
cap or the restrictions relating to non- cooperative tax jurisdictions ,mentioned below, are 
not triggered.

- For loans received from related parties (namely, where substantial management depen-
dence or control or critical influence  exists of the one into the other or of another person in 
both, directly or indirectly, or where at least 33% , direct or indirect, stake exists in the capital 
or voting rights of the one into the other or of a third person in both), the interest is tax 
deductible to the extent it conforms with the arm’s length rule and provided the thin cap and 
the non-cooperative tax jurisdiction restrictions, mentioned below, are not triggered.
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Moreover, the taxpayer should prepare a transfer pricing documentation file, in accordance 
with the content requirements stipulated in the Greek transfer pricing documentation rules,to 
support the arm’s length nature of the interest charges. Such obligation exists when the total 
amount of expenses and income from transactions with related parties during the fiscal year 
exceeds Euro 200,000 and the turnover of such taxpayer is more than 5 mil Euro or when  
they exceed Euro 100,000, in case the turnover of the taxpayer is below 5 mil . In such case 
the taxpayer apart from the transfer pricing documentation file should prepare a relevant 
summary information table and file it  within 4 months from fiscal year-end. By contrast, the 
transfer pricing documentation is not filed, but presented to the tax auditor upon request. No 
legislation has been yet enacted and no obligation thus exists to file a country-by-country 
report for 2015. However, in view of the OECD work on action 13 of the Base Erosion and 
Profit Shifting (BEPS) project and its support at EU level, we consider as likely that such 
requirement be introduced in respect of fiscal years starting 1-1-2016 onwards with the obli-
gation to file such report,by the end of 2017 onwards, at the parent company’s  country of 
the group and then shared among the tax authorities of the group’s affiliates, to the extent 
the turnover of the group exceeds 750 mil Euro.
Same documentation obligation exists for every other intercompany transaction of the 
taxpayer, when said cumulative threshold on the value of all intercompany transactions, i.e 
Euro 200,000 or 100,000,depending on the case, is exceeded.

- Thin cap restrictions: With the exception of financial institutions, financial leasing and 
factoring companies and,exceptionally, of contracts that special purpose entities for the 
execution of public works or public service, including PPPs, had concluded until 
31-12-2014,  interest expenses of both related and third party loans  are subject to the 
following thin capitalization rule. This rule, for the fiscal year ending before 1-1-2016 applies 
only to the extent the net interest expenses (after deducting any interest income) exceed 
Euro 5 mil (from 2016 onwards the threshold is decreased to 3mil).Thus, no thin cap restric-
tion exists for interest expense below Euro 5 mil, reduced to 3 mil in 2016.In case the appli-
cable threshold is exceeded, then pursuant to the thin cap rule, interest expenses exceeding 
interest income are not tax deductible to the extent, for fiscal years starting 1-1- 2015 or later 
in 2015, they exceed 50% of the entity’s taxable earnings before interest, tax and deprecia-
tion. The ratio  is decreased to 40% for the fiscal year starting 1-1-2016 or later in 2016 and 
30% from 2017 onwards.The excess interest expense can be carried forward indefinitely, to 
be deducted in subsequent years to the extent it can, under the thin cap restrictions applica-
ble for those years and provided in the year it was incurred no other restriction disallowed its 
deduction.

- Interest and any other expense payable to an entity or individual who is tax resident in a 
country which is not cooperative in tax matters or has a privileged tax regime ( for a defini-
tion, see below in the subject Controlled Foreign Company) is not tax deductible, unless the 
taxpayer substantiates that the expense relates to an actual and ordinary transaction which 
is not aimed at tax avoidance or tax evasion through profit or income shifting. This restriction 
does not apply to EU and EEA countries, as long as there is available a mechanism for the 
exchange of information with such member state.
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Social security contributions that burden the employer but are not timely paid to the 
social contribution fund are tax deductible in the fiscal year of their payment.

To what extent do expenses qualify as hospitality or entertainment expenses? 
Hospitality expenses, including food and accommodation of guests are tax deductible up to 
Euro 300 per each invitee at the entity’s event ,eg seminar, workshop or celebration and up 
to 0,5% of the annual turnover in total. Entertainment expenses are not tax deductible, 
unless the entity’s business belongs to the entertainment sector.

Ensure that for bad debt provisions and for the write-off of uncollectible receivables 
there is proper supporting evidence:
Entities, other than banks, financial leasing and factoring companies, for which special rules 
apply, may deduct for tax purposes the following provisions for bad debts:

• For receivables of up to Euro 1,000 that remain overdue for more than 12 months the 
taxpayer may create a tax deductible provision for 100% of the amount of the receivable, 
provided he has taken any expedient action to secure his legal rights towards the debtor, 
whereby the appropriateness of any action is determined ad hoc, considering also cost 
efficiency grounds.

• For receivables that exceed Euro 1,000 and remain overdue for more than 12 months , the 
tax payer may create the following percentages of tax deductible provisions ,  provided that 
he has taken the each time appropriate action to secure collection (eg lodge of legal action 
together with the request for provisional remedies, if this is the most effective way to secure 
collection);in any event the entity should be in a position to demonstrate to the tax auditor 
that the action taken in each case was the most appropriate one:

- > 12 months:  50% of the receivable
- > 18 months:  75% of the receivable
- > 24 months: 100% of the receivable.

No bad debt provisions can be created for receivables towards shareholders or partners 
holding 10% or more in the entity’s capital or towards entities in which the taxpayer holds 
10% or more, unless the claim is subject to a litigation initiated against the debtor or in case 
the latter has filed for bankruptcy or debt restructuring or there have been initiated foreclo-
sure procedures against him. Also no bad debt provision can be created for receivables that 
are secured or for debts of the State or municipalities.

The tax recognition of the write-off of uncollectible receivables is dependent on supporting 
evidence that the debtor has lost his credit worthiness. Obviously,if there has been previous-
ly created a bad debt provision for such debt, the amount of the provision will have to be 
reinstated in the profits first, as is the case with bad debt provisions  that have in the mean-
time become collectible.
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Ensure that the same valuation method is consistently applied for five consecutive
fiscal years: 
An entity has the right to change its valuation method only after the lapse of four years after 
the fiscal year in which it first used it.

In case of a new business or a new business sector, decide whether to effect tax depre-
ciations for the first 3 years: 
The tax depreciations are mandatory, in the sense that they cannot be postponed to future 
fiscal years. Exceptionally, for new enterprises or for new activities of existing enterprises, 
that are autonomously organized, there is the option not to effect tax depreciations in the 
first three years. Such option can only be consistently exercised for all the fixed assets of the 
enterprise or its new autonomous activity.In case such option is exercised, the entity will 
start making depreciations after the lapse of the first 3 years.

Ensure proper treatment of financial leases of assets: 
The tax treatment of fixed assets under financial leases and especially on whether the lessee 
or lessor is the one to effect tax depreciations depends on whether the financial lease agree-
ment was concluded before or after the lessee’s fiscal year that started from 1-1-2014 
onwards. Specifically, it is the lessee that has to effect tax depreciations for financial leases 
that were concluded in the current or the previous fiscal year, whereas older leases continue 
to be depreciated by the legal owner of the asset, latest until 31-12-2018, when the relevant 
transitional rule expires. As regards the question which agreements qualify as financial 
leases, the income tax code contains a relevant definition.

For constructions or improvements made on leased properties it is important to see 
whether they have been explicitly mentioned, as part of the lessee’s obligations, in the 
lease agreement or, if not and the lease agreement terminates during this fiscal year, 
whether they will remain afterwards or the lessee undertakes to demolish them:
The tax recognition of income for the lessor and timing thereof and its tax treatment and the 
time he will start making tax effective depreciations thereon depends on these aspects as 
well as on the capacity of the lessor as entrepreneur or not. As regards the lessee, he will 
amortize the cost, once the construction is completed, throughout the remaining lease period.

Determine any R&D expenses and costs incurred for the acquisition of fixed assets serving 
R&D activities and ensure there is proper documentation available supporting their nature: 
R&D expenses are tax deductible at 130%. Moreover expenditures for the acquisition or 
creation of fixed assets serving R&D activities are depreciated in the three years following 
their acquisition and such depreciations are increased by 30%.The criteria on whether 
expenses qualify as R&D expenses are included in an old ministerial decree (POL 
2029/1987), that remains in force until a relevant new presidential decree is issued. On the 
date that the entity files its annual tax return with the tax office, it has to file simultaneously 
the relevant supporting evidence for the R&D expenses made with the General Secretariat 
of Research and Technology. If no answer is received from such agency in 6 months follow-
ing their submission, then they are deemed as implicitly approved.
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Ensure that intercompany transactions are properly supported and that their nature and 
pricing conform with the arm’s length rule: 
The transfer pricing documentation file, that includes the Masterfile and the local file, should 
be prepared within 4 months following the fiscal year-end. This is mandatory when the rele-
vant threshold mentioned above (please refer to the interest expense section, in the para-
graph relating to loans from related parties) is exceeded. Although, the file itself is not sub-
mitted with the tax authorities- however, it should be made available within 30 days , follow-
ing a request by the tax authorities- a summary information table has to be filed within 4 
months following the fiscal year-end, containing data derived from the transfer pricing docu-
mentation file, ie  the intercompany transactions which the local entity is involved in (includ-
ing allocations between the head office and the permanent establishment) and the  transfer 
pricing method applied to each transaction.

For the purpose of the preparation of the file and of the summary information table, the entity 
should determine all intercompany transactions it has been involved in, at any time during 
the fiscal year, international and domestic,including those that had been concluded with 
related parties which in the meantime ceased to be related. The agreements for all these 
transactions should be available for the purpose of the preparation of the file and in order for 
copies of them to be included therein. Transactions the benefits of which for the local entity 
are not easily verifiable, should be further scrutinized and supporting documentation of such 
benefits be obtained. Any operation or risk restructurings occurred during the year should 
also be included and justified as being compatible with the arm’s length rule. After making 
an inventory of all such transactions and of their main terms and conditions, the entity 
should check whether there are similar transactions entered into with unrelated parties at the 
time the corresponding intercompany transaction was concluded and whether differences 
exist between them  and such differences can be reliably quantified and be accordingly 
adjusted. For intercompany transactions for which no comparable uncontrolled transactions 
are found to exist, there should be benchmarked the transaction’s ,gross or net , profitability 
with the weighted average  profitability of the previous 3 years of entities with a similar func-
tional and risk profile and see whether the margin falls within the so established interquartile 
range. Such tests need to be run as soon as possible , so that proper adjustments be made 
to the fiscal year results. To be noted that for the purposes of the file, for any benchmark of 
transactions’ margins performed in relevant databases, the relevant search of uncontrolled 
comparable entities should be run through financial data uploaded in any databases 
versions dated in the period between  2 months before fiscal year-end and 4 months thereafter.

The Masterfile contains, among others, information about the group structure, which group 
entities own intangible assets , the flow of royalty payments, regardless of whether the 
domestic entity is involved in or not, a functional analysis for the main functions and risk allo-
cations within the group and whether any changes have occurred compared to  the previous 
year and on any changes in the ownership of intangibles and of  financial transactions.
Moreover, it should include a list of all cost contribution arrangements , of Advance Pricing 
Arrangements and court decisions concerning group members and affecting the setting of 
their transfer prices.  
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Therefore, in case all these data are not available locally or the Masterfile shared by the 
group does not contain all these data or is not made available early enough for the fulfillment 
of the domestic transfer pricing documentation requirements, the entity should liaise with 
the headquarters to receive the necessary data on time.

In case a TP documentation file was prepared for fiscal year 2014 in line with the content 
requirements stipulated in the guidelines of the decree of the general secretary of public 
revenues POL 1097/2014 and the conditions of operations are the same with the previous 
year, then the entity may use the same data with the prior year , for intercompany transac-
tions that remain the same and update only the financial data of entities included in the prior 
year’s  benchmark, also ensuring that they remain uncontrolled and comparable. In such 
case it will only have to  test whether its relevant Profit Level Indicator still remains within the 
updated interquartile range of the weighted average of the updated sample of comparable 
enterprises or whether any adjustments need to be made on the amounts of the intercom-
pany charges ,in order to be brought to appropriate levels. For the Masterfile, however, it will 
still need updated information for the content data mentioned in the previous paragraph.

Determine whether any transaction can be challenged in terms of substance or for lacking 
commercial sense: 
Since 2014, Greece has a Code of Tax Procedures, which contains a General Anti-Avoid-
ance Rule (GAAR). According to such rule, the tax authorities can disregard artificial 
arrangements which are aimed at tax avoidance and lead to a tax advantage. To conclude 
on the artificial nature of the transaction, the tax administration examines not only the consis-
tency of the contractual arrangement with the actual conduct of the parties, but also whether 
such arrangement is in line with common commercial practices and the allocation of bene-
fits is not consistent with the actual risks assumed by the taxpayer. The rule does not refer 
only to income tax, but to any kind of tax advantage. Therefore, in reviewing commercial 
arrangements in place, the taxpayer should have in mind whether his arrangements enable 
the avoidance or minimization of any kind of taxes and duties that apply in Greece and 
would have been otherwise levied, had the particular structure not been chosen.

Ensure that any expenses incurred from transactions with tax residents in non- coopera-
tive tax jurisdictions or jurisdictions with a privileged tax regime concern actual and ordi-
nary transactions and that they do not result  in profit shifting and tax avoidance:
(regarding the terms ‘’non cooperative tax jurisdiction’’ and ‘’privileged tax regime’’, please 
see  below in Controlled Foreign Company rules): In addition to the GAAR mentioned above, 
transactions with countries which are not cooperative in tax matters and with countries with 
corporate tax rates of half or less than half the Greek corporate tax rate (  which is currently 
set at 29%), are tested, as regards the tax deductibility of the relevant expenses, on how 
ordinary they are and how much substance they have and that they are not aimed at tax eva-
sion or avoidance. Actually the taxpayer bears the burden of proof that these conditions are 
met.This rule,however, does not apply to EU and EEA countries, contrary to the Controlled 
Foreign Company rule outlined below. 
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Review whether the domestic entity participates directly or indirectly, alone or together 
with other related persons, in the capital or profits of a foreign entity with more than 50% 
and such entity is taxed in a: (i) jurisdiction, which is not cooperative in tax matters or (ii) 
in a country with privileged tax regime, including an EU or EEA member state with privi-
leged tax regime, but only to the extent the presence of that entity in the EU or EEA coun-
try lacks substance: 
In such case and unless that entity is listed on any stock market, the Greek Controlled 
Foreign Company (CFC) rules are triggered, if more than 50% of the income of the foreign 
entity stems from transactions with the local entity or with affiliates . For the purposes of the 
CFC rules, the jurisdictions that are considered non cooperative in tax matters are included 
in a relevant list of countries published by the Ministry of Finance. Another list is published 
for the jurisdictions with favorable tax regime. Such lists must be updated by the Ministry of 
Finance at the beginning of each calendar year. However, given that the lists last published 
are from 2011, one should carefully review whether all countries listed continue to fulfill the 
relevant criteria ,as determined in the tax law, namely, for non- cooperative jurisdictions, that 
they have neither concluded with Greece an agreement for administrative assistance in tax 
matters nor do they have such agreements with at least 12 countries and for jurisdictions 
with privileged tax regime that they apply in effect zero taxation or that the corporate tax rate 
applied is half or less than half of the Greek tax rate. Especially for EU or EEA countries that 
have such favorable tax regime,  in order for the rule not to apply, the local entity participat-
ing directly or indirectly with more than 50% in an entity from such country should prove that 
the foreign entity carries out in that country business activity with sufficient substance .

If the conditions for the application of the CFC rules are met, the foreign entity earns more 
than 30% of its pre-taxed income from any of the following or combination of the following 
income categories and more than 50%  of the income from the relevant income category 
comes from transactions with the local entity or their affiliates, then the part of the retained 
earnings of such foreign entity corresponding to the direct or indirect shareholding of  the 
local entity will be included in the taxable profits of the local entity. Against the corporate tax 
in Greece,the local entity will be able to offset  the tax paid in respect of these profits abroad. 
Same rule applies to individuals participating in such entities. The income categories con-
sidered in determining whether the 30% threshold is exceeded cover a wide range of activi-
ties. Namely they include:

• Interest and any income from financial assets
• Royalties and income deriving from any IP right
• Dividends and gains from share transfers
• Income from moveable property (including merchandise)
• Income from real estate, unless the country of the foreign entity can not tax such income

based on a treaty it has concluded with another state
• Income from insurance, banking or other financial services.
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If the local entity receives dividends from the Controlled Foreign Company from the profits 
that were previously taxed in Greece under the CFC regime, then such dividends will be 
excluded from taxation, should such taxation be otherwise triggered, like for instance in the 
case where the foreign controlled entity is not resident in an EU country. In such case 
exemption of such dividend income from taxation will be based on the fact that the retained 
earnings out of which such dividends were paid have already been included in the domestic 
tax base.

Determine whether the tax losses of the year can be carried forward or prior tax losses 
be utilized:
Tax losses can be carried forward ( no carry back allowed) in the next 5 consecutive fiscal 
years. Losses suffered by the entity in its operations abroad cannot be utilized, unless such 
operations ae carried out in an EU or EEA country and the income from such activity is not 
exempt by virtue of an applicable tax treaty. Finally tax losses are forfeited in case during the 
fiscal year the direct or indirect ownership of the entity has changed by more than 33%, 
unless the taxpayer proves that the change occurred for business reasons and not with the 
aim of tax avoidance.
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For more details please contact Alexandros Karakitis
tel. 0030 210 7221021,  e-mail: karakitis.a@kalaw.gr

This publication is intended merely to highlight issues and not to be comprehensive, nor to 
provide legal advice. Should you have any questions on issues reported here or on other 
areas of law, please contact us.

Karageorgiou & Associates is an incorporated partnership of Lawyers regulated by Presi-
dential Decree 81/2005 and Law 4194/2013 (Greek Code of Lawyers) as currently in force. 
The provision of legal services by our firm is governed by applicable Greek legislation and 
the liability of our firm is limited to gross negligence and wilful misconduct. The Courts of 
Athens are exclusively competent to resolve any dispute arising from the provision of such 
services.

We currently hold your contact details, which we use to send you newsletters and publica-
tions. If any of your details are incorrect or have recently changed, or if you no longer wish 
to receive any communications from us, please let us know by emailing us at info@kalaw.gr.
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