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Major reform in Greek Tax Law 

         

    Introduction 

 
Law 3842/2010 with regard to the “Restoration of tax justice and encounter of tax 

evasion” was enacted by the Greek Parliament on April 20th and was published in the 

Government Gazette on April 23rd. The main points of the above law may be 
summarized as follows: 

 

I. Individual income taxation 

 

Introduction of a uniform gradual tax scale for all types of income 
The new uniform tax scale consists of eight tax brackets with tax rates from 18% to 45%. 
The highest tax rate of 45% shall apply on annual income higher than 100.000 Euros. 
Income up to 12.000 Euros may be tax-free subject to submission by the tax payer of  
receipts from living expenses varying in accordance with the taxable income. 

 
The above threshold of 12.000 Euros is increased by 1.500 Euros for taxpayers with one 
child, by 3.000 Euros for two children, by 11.500 Euros for three children and by 2.000  
Euros for each child above three. 
 
 

Personal deductions and allowances 
Deductions and allowances from taxable income are reduced to minimum. 
 
 

Minimum deemed personal income 
Taxable income may not be lower than the one corresponding by law to living expenses 
(houses, cars, fees for private schools, servants etc.). 
 
 

Flat taxation 
The flat tax rate on certain types of income (e.g. royalties and fees to non-resident 
beneficiaries) is increased from 20% to 25%. Termination indemnity if it exceeds the 
amount of 60.000 Euros is taxed by a special tax scale the highest rate of which is 30%. 
Local and foreign dividends are subject to mainstream income tax together with other 
income. 
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II. Corporate  taxation  
 

 

Partnerships 
The corporate tax rate for partnerships is increased from 20% to 25%. Certain types of 
businesses (such as fuel stations, taxi operators, rooms to let, campings etc.) previously 
taxed on a deemed income basis are now required to keep accounting books and be 
taxed on net profits. 

 

 Company cars 
As of 1.1.2010, a percentage of the ex-factory value of company cars, either leased or 
owned by the company, and used by its directors, managers or other executives qualifies 
as salary income for such persons. The percentage varies from 15% to 30% according to 
the ex- factory value of the car. 
 

Stock option plans and bonuses 
Any gain between the option price and the stock price on the day of exercise is taxed as 
salary. Bonuses in the banking sector are subject to a tax scale with tax rates varying from 
10% to 90%. 
 

Taxation of distributed profits 
Corporate tax rates for corporations, limited liability companies and permanent 
establishments remain, in principle, unchanged. These are 24% for 2010, 23% for 2011, 
22% for 2012, 21% for 2013 and 20% for 2014 and on and will apply on retained profits.  
However a “corporate” tax at a rate of 40% is introduced for distributed profits. Resident 
individuals are entitled to a credit equal to 40% against their own tax liability. Resident 
corporate shareholders are entitled to a credit equal to 40% against their own tax liability 
upon further upstream distribution. Distributed profits of previous years are subject also 
to such tax after deduction of mainstream corporate tax paid at first instance. As such 
treatment of dividends is novel, it should be examined in the light of EU and Treaty law. 

Transactions with tax heavens and preferential tax regimes 
Sale of products to persons or entities established in tax heavens or states with tax rates 
lower than the 50% of the corresponding Greek tax rates (preferential tax regimes) will 
result into a profit adjustment in Greece under certain circumstances. Expenses and 
payments made directly or indirectly to the above persons or entities are not tax 
deductible unless, in case of preferential tax regimes, it is proven that the expenses were 
made for real and customary transactions and not for reasons of tax evasion. 

Transfer Pricing & Thin-Cap 
The fine imposed on enterprises which do not conform to the transfer pricing provisions 
of article 39 of the Greek Income Tax Code is increased to 20% on the adjusted profits. 
The provision regarding the reduction of the above fine to 1/3 in case of settlement is 
abolished. The amount of annual transactions above which the obligation of transfer 
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pricing documentation applies is decreased to 100.000 Euros. Moreover, a 20% fine is 
introduced in case of failure to comply with transfer pricing documentation requirements. 
The deadline for submission of transfer pricing documentation file is decreased to 30 days 
as from the request by the tax authorities. Interest due for loans received for the 
purchase of shares which are not retained for two years at least or shares of entities 
established in tax heavens or preferential tax regimes or paid to such entities is not 
deductible. Interest due to related parties for loans received are deductible only to the 
extent that the aggregated loans from related parties do not exceed on an annual average 
basis the net equity of the borrower multiplied by three. 

ΙΙΙ. Other provisions 

Capital gains from listed shares 
Capital gains realised by resident individuals and legal entities from short selling (within 
three or twelve months) of listed shares acquired after 1.1.2011 will be subject to 20% and 
10% withholding tax respectively and in case of resident individuals, after offset with any 
losses of the same time period, to normal income tax rates. For non-resident individuals, 
the above tax is final subject to any Treaty provision. In regard of resident legal entities 
keeping Greek double entry books, capital gains are further taxed in case of distribution, 
capitalisation or dissolution of the company after offset with any capital losses and 
deduction of withholding tax. Non-resident legal entities will be taxed as resident entities 
subject to Treaty provisions. 

Incentives for repatriation of funds 
A tax amnesty is offered for undeclared or untaxed bank deposits currently held abroad if 
are transferred into Greek bank term accounts of a minimum duration of one year within 
six months as from the enactment and on the condition that a 5% tax on the value of such  
funds is paid at the time of their transfer into Greece. If such funds remain abroad, then a 
8% tax applies. 

Property taxation 
ETAK (special duty of real estate property) is abolished and a new annual tax is introduced 
on real estate property. The tax rate depends on the total value of the individual 
taxpayers’ property. For property of a value up to 400.000 Euros no tax applies, whereas 
the applicable tax rate shall vary from 0,1% to 1%. Especially in regard of for property of a 
value higher than 5.000.000 Euros and for the years 2010-2012 the applicable tax rate 
shall be 2%. The rate on property belonging to legal entities is 0,6%. 
 

Taxation of off-shore companies 
The tax rate on property belonging to off-shore companies is increased from 3% to 15%. 
Within a six-month period from the day when such law comes into force (i.e. until 
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23.10.2010), any transfer of such property by the above legal entities to individuals is 
subject to special favourable terms. 

Extension of VAT 
Certain categories of professionals which were exempted from VAT in Greece (e.g. 
lawyers, civil notaries, court bailiffs etc.) are now subject to VAT. 

Electronic invoicing 
As per 1/1/2011 all payments above 1.500 Euros made by individuals must be performed 
either through bank means or debit and credit cards. As per 1/1/2011 data of invoices as 
well as data on payment of a value higher than 3.000 Euros between companies or 
between companies and the Public sector shall be communicated to an electronic data 
base in the Ministry of Finance. As per 1/6/2010 payments between companies above 
3.000 Euros   must be made either through bank means or by cheques. 

Tax amnesty for late filing of returns or late payments of taxes due 
A tax amnesty eliminating or reducing to minimum fines and interest for late filing of tax 
returns and overdue payments to the State is introduced. 

Real estate transfer tax 
The real estate transfer tax rate is set to 8% for value of property up to 20.000 Euros and to 
10% for the remaining amount (previously 9% & 11% respectively). 
 

 

 

 

 
The present newsletter contains general information only and is not intended to 

provide specific professional advice or services. 
 

If you need further assistance or information with regard to the above please 
contact:  

 
I.Stavropoulos@stplaw.com  

V.Michalopoulou@stplaw.com  
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