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New Income Tax and Tax Procedure Codes 

         

     Introduction 

The Greek Parliament has recently enacted two major tax codes, a new Income Tax Code 

(“ITC”) and a new Tax Procedure Code (“TPC”) which will apply as from 1.1.2014. ITC will 

replace the substantive part of the current Income Tax Code (Law 2238/1994) and TPC will 

replace the procedural parts of the current Income Tax Code and VAT Code (Law 

2859/2000). Therefore, as from 1.1.2014, the current Income Tax Code will be fully 

abolished, while the provisions of the current VAT Code will be limited to govern mainly 

substantive issues. 

 
Based on a modern and straightforward legislative approach, the new codes have been 

drafted in a general and concise manner in order to reflect framework legislation, while, a 

great load of secondary legislation is expected to be adopted by the end of 2013 in order 

to make the codes fully operative. 

 
 

NEW INCOME TAX CODE 

 

The main new provisions of the ITC which was enacted on 19.7.2013, and was published in 
the Government Gazette as Law 4172/2013 may be highlighted as follows: 

 

      A. GENERAL PROVISIONS 

 Definitions 
New or expanded definitions are used. For example, the catch-all term “legal entity” 

covers any organized form of activity excluding legal persons with a legal personality 

and individuals only; as “affiliated persons”, with obvious impact on TP control, are 

now considered persons which are connected through a participation of at least 33% 

(direct, indirect or via a third person) or through substantial administrative or financial 

dependence or through decisive influence. 

 

 Tax residence 
 Apart from the OECD Treaty Model criteria on residence (domicile, residence, vital 

interests, personal, economic or social relations), an individual having a physical  
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presence in Greece for more than 183 days in any given twelve month period is 

considered as a tax resident of Greece for the tax year within which the twelve 

month period ends. 

 A legal person/legal entity is considered as tax resident of Greece if: 

 was set up or founded under Greek law or 

 has its registered seat in Greece or 

 the place of its effective management is in Greece at any time during the tax 

year. The determination of place of effective management is based on 

actual facts and by reference to certain criteria as provided in the law. 

 Taxable base 

A resident of Greece is taxed in Greece for his worldwide income. Exceptionally, non- 

Greek staff of a Law 89/1967 office is taxed in Greece only for the income sourced in 

Greece. 

 Income categories 
Following the OECD Treaty Model structure, income categories are now classified as 

follows: 

 income from employment and pensions 

 income from business, which includes not only income of business profits but 

income from independent professional services  and agricultural activities as well 

 income from capital, which includes income received by an individual in cash or in 

kind, in the form of dividends, interest, royalties as well as income deriving from real 

estate 

 income from capital gains, which includes income occurring upon transfer of real 

estate or securities. 

 Tax year 
The terms “economic year” and “accounting period”, traditionally used in the Greek 

income tax legislation, are replaced by the simple term “tax year” which coincides 

with the calendar year. A tax year may not last more than 12 months even for newly 

established companies. Companies keeping double entry books keep the option to 

declare as theiryear-end either the 31/12 or the 30/6. A more than 50% affiliate of a 

foreign entity has the right to follow the year-end used by its parent. 

 Tax rates 

Tax rates remain unchanged. For individuals, income from different sources is taxed 

separately, while for resident legal persons/legal entities regular income from various 

sources is aggregated and taxed as business income. 
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     B.  INDIVIDUALS 
 

I. Employees’ taxation 

 Income from employment 

 Salaries to managers or fees to members of the board are now taxed as income 

from employment (previously 40%, flat rate). 

 Income acquired by individuals providing services by virtue of a written 

agreement to up to three (3) employers or to more than three (3) if, in the latter 

case, 75% of their total annual revenues derives from one (1) employer, is 

considered and taxed as employment income provided that the annual expenses 

that would be tax deductible, do not exceed 9,250 Euros. 

 Tax rates for employment income remain the same (three brackets 22%, 32% and  

42% for annual income exceeding 42,000 Euros). A gradually decreasing tax credit 

(maximum 2,100 Euros) is provided up to annual income of 42,000 Euros. 

Taxpayers are not anymore required to submit receipts from living expenses in 

order to enjoy the tax credit. 

 Benefits in kind 

 Benefits in kind received by the employee or his relatives of a value higher than 

300 Euros per year are now included in taxable income at their market value. 

 30% of the cost of a company car that is recorded as expense in the books of the 

employer in the form of depreciation and related expenses or in the form of the 

annual rental is considered and taxed as a benefit in kind. 

 

 Tax deductions: 
Employment income is subject to the following tax credits: 

 10% of medical expenses if such expenses exceed the 5% of the overall taxable 

income and up to 3,000 Euros 

 10% of donations to organizations in Greece or any other EU/EEA state, to 

be determined in decision of the Minister of Finance, if donations exceed the 

amount of 100 Euros during the tax year and to the extent that they do not exceed 

5% of the taxable income. 

 

II. Income from Business 

 Business income 

Apart from the regular business income, the following are considered as business  
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income as well: 

 income from, at least three, isolated or coincidental transactions taking place 

within a six-month period or, in case of a real estate, within two years. 

 any property increase that derives from an illegal, unjustified or undisclosed source 

(taxed at  33%, flat rate). 

 Business expenditure 
The regime of the expenses that are considered as deductible for tax purposes is now 

radically simplified. 

 
As a principle, every expense is deductible provided that: 

 it is carried out in the business’s interest or as a part of the ordinary trade 
transactions, 

 the corresponding transaction is real and the value does not abstain from the fair 

value as set by the indirect methods of audit, and 

 it is recorded in the books of the relevant tax year and is proven by appropriate 

documentation. 

 
Non-deductible expenses are listed in detail and include, indicatively, the following: 

 interest on loans received from third parties, except from bank loans, as long as 

they exceed the interest that would arise if the interest rate was equal to the rate 

on credit line loans to non-financial corporations, as indicated in the bulletin of 

conjuncture indications of the Bank of Greece for the nearest period before the 

borrowing date 

 any expense related to purchase of goods or services of a value higher than 500 

Euros if  payment, in whole or in part, was not made by banking means 

 unpaid insurance contributions 

 provisions for bad debts other than these specifically described in ITC 

 fines and penalties 
 income tax, including entrepreneurs’ duty and extra contributions levied on profits 

from a business activity as well as value added tax related to non-deductible 

expenses which was not deductible as input tax for value added tax purposes 

 cost for seminars and events, related to meals and accommodation of customers or 

employees to the extent that it exceeds 300 Euros per participant and, on an annual 

basis, 0.5% of the turnover 

 entertainment expenses 

 expenses paid to individuals or legal persons/ legal entities who are tax residents of 

a non-cooperative state or subject to a preferential tax regime in a foreign state, 

unless the taxpayer proves that these costs relate to real and ordinary transactions 

and do not result in any shifting of profits, income or capital, aiming to tax avoidance  
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or tax evasion. 

 Depreciation 

 Beneficiary of the depreciation is the owner of the fixed asset or, in case of a 

financial lease, the tenant. Finance lease is defined in the new law. 

 Only 9 depreciation rates of broad categories of assets are now provided. 

 Landholdings, artwork, antiques, jewelry and other fixed assets of enterprises which  

are not subject to wear due to age and obsolescence, are not subject to 

depreciation. 

 Bad Debts 

A provision for bad debts may now be deducted as follows: 

 a debt up to 1,000 Euros remaining overdue for a period exceeding 12 months can 

be deducted in whole 

 a debt over 1,000 Euros remaining overdue for a period over 12 months can be 

deducted at 50%. If the period exceeds 18 months, it can be deducted at 75% and if 

more than 24 months it can be deducted at 100% 

 deduction of the provision is subject to the conditions that: 

 the amount corresponding to that debt has been previously recorded as 

income and is reverted 

 all legal steps for recovery have been undertaken 

 Losses carried forward 
 Loss carry forward right is maintained to 5 years. 
 Foreign losses arising in EU/EEA states can now be offset with local profits or  carried 

forward on the condition that no double taxation treaty adopting the exempt system 
is in force. 

 Loss carry forward right is lost when the direct or indirect ownership of the share 
capital or voting rights of a company is changed by more than 33% in a tax year 
unless the taxpayer proves that change was dictated by commercial or business 
reasons and not for purposes of tax avoidance or tax evasion.  

  Purchase of assets - Imputed income 
     The cost of acquisition or establishment of a business or the capital increase of a 

company is now considered as imputed income in addition to all existing cases which 

lead to corresponding imputed income. 
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III. Income from Capital 

 Interest 
A broader definition of the term “interest” is provided including income arising from 

claims, titles and loans. Tax rate remains at 15% (final as regards individuals). 

 Royalties 
Income received as a consideration of electronically supplied services over computer 

networks and software downloading is now considered as income from royalties even 

if these products are acquired for personal or business use of the buyer. Tax rate 

remains at 20% (final as regards individuals). 

 Tax on rentals from real estate 
Tax rate is now 11% for income up to 12,000 Euros (previously 10%). The rate for  

income above 12,000 Euros remains 33% but the extra tax of 1.5% (or 3% in some 

cases) is now abolished. 

 

IV. Income from transfer of capital (capital gain) 

 Capital gain from transfer of real estate 

Capital gain generated due to transfer of real estate or right in rem or a participation in 

a legal person/legal entity which sources more than 50% of its value from real estate is 

considered as taxable income. Capital gain is the difference between the acquisition 

price and the selling price. Capital gain is adjusted (deflated) from 0.95% to 0.61% on 

the basis of the number of years the building or the right is owned. These provisions 

will apply regardless οf the acquisition date. Tax rate is set at 15% (previously 20%). 

 

 Capital gain from transfer of shares, bonds, derivatives etc. 
Capital gain generated due to transfer of shares, listed or not, state bonds and treasury 
bills as well as corporate bonds or derivatives is taxed at a rate of 15% (previously 20%). 
Capital gain is the difference between the acquisition price and the selling price. These 
provisions will apply regardless οf the acquisition date.  

 

C.   LEGAL PERSONS & LEGAL ENTITIES 

 Participation exemption 

Participation exemption is now clearly extended to distributions from  domestic 

subsidiaries to domestic parents. Participation exemption is granted insofar the 
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following conditions are met: 

 

 the  parent holds a minimum 10% for a minimum holding period of 24 months 

 the subsidiary is not established in a non-cooperative country (non-applicable for 

EU subsidiaries). 

If the minimum holding period has not been completed at the time of distribution the 

benefit is granted subject to a guarantee. 

 Interest  expenditure - Thin capitalization 

 The interest expenses of a group member company are not recognized as 

deductible business expenses to the extent that they exceed 25% of taxable 

earnings before interest, taxes, depreciation and amortization (EBITDA). 

 The above limitation applies also if the debtor company is not a member of a 

group but the amount of the interest recorded in the books exceeds the amount 

of 1,000,000 Euros per year. 

 Banks are not subject to thin capitalization rules. 

 Interest not recognized for deduction in a tax year is carried forward for deduction 

for five years. 

 Intra-group transactions 
Adjustments in TP are made, according to the letter of the law, as long as they don’t  

reduce the amount of tax payable. Such provision is not self-evident and needs 

clarification. 

 Business restructuring 

New provisions on business restructuring among affiliated persons are introduced. In 

essence a TP adjustment is made when the parties involved may not prove that a 

business restructuring entailing transfer of tangible or intangible assets (to be taken as 

a “package”) was not made at arm’s length. 

 Transfer of assets, exchange of shares, mergers & divisions and transfer of 
registered seat of a SE or SCE 
The provisions of the EU Mergers Directive (2009/133/EC) on transfer of assets for 

shares, exchange of shares, mergers & divisions and transfer of registered seat of a SE   

or SCE, are now inserted into the ITC and may apply for both domestic and cross-border 

transactions. 

 Exemption from withholding in EU intra-group payments 

Dividends, royalties and interest paid to EU affiliates are not subject to withholding tax, 

provided that the requirements of EU Directives 2011/96/EU or 2003/49/EC, 

correspondingly, are met. In case that the minimum holding period of twenty four 
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months has not been completed at the time of distribution the exemption is granted 

subject to a guarantee. 

 Exemption from withholding 

Payments to domestic legal persons or entities which provide services (technical 

services, management, consulting or other similar services, whether rendered in Greece, 

or not) are not subject to withholding tax anymore. 

 Controlled foreign companies (CFC rules) 

 Taxable income is increased by the undistributed income of a legal person/legal 

entity, resident of a foreign country, if the following conditions are met: 

 the taxpayer, on his own or in common with any affiliated person, owns, 

directly or indirectly, shares, voting rights or equity in excess of 50% or is 

entitled to receive more than 50% of the profits of the foreign legal person/ 

legal entity 

 the foreign legal person/legal entity is subject to tax in a non-cooperative 

state or to a preferential and special tax regime 

 more than 30% of net income before taxes incurred by the legal person/ 

legal entity consists of interest, royalties, dividends, income from movable 

assets, income from real estate (except for exempt income at source based 

on a DTC), income from insurance, banking and other financial activities 

 foreign legal person’s/ legal entity’s main class of shares is not traded in a 

regulated market. 

 The above do not apply in regard to legal persons/legal entities residents in EU or in 

EEA and, in the latter case, there is an information exchange agreement, unless the 

establishment or the economic activity of the legal person/legal entity constitutes an 

artificial situation created in order to avoid the corresponding tax. 

  

 Tax return 

The general deadline for submitting income tax returns is set from February 1st, to June 

30th  of the next tax year.  
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NEW TAX PROCEDURE CODE 

 

The main new provisions of the TPC which was enacted on 26.7.2013 and was published in 

the Government Gazette as Law 4174/2013 may be illustrated as follows: 

 Scope 

TPC provides for procedures for assessment and collection as well as the 

administrative sanctions in respect to: 

  income tax 

 VAT 

 property tax (to be enacted soon), and 

 any other tax which refers to the procedural provisions of the above taxes. 

 Authority 

The authority of exercising for the above powers is vested with the Tax Administration 

and its Secretary General. 

 Notification of acts 

Acts of the administration are notified via electronic means or registered letter. 

Exceptionally, acts may be served through a judicial bailiff as provided in the 

Administrative Courts Procedure. An act notified through registered mail is considered 

as duly served after 15 days from dispatch or 30 days, in case that the recipient has no 

postal address in Greece. 

 Tax representative 
A taxpayer who has no postal address in Greece must appoint a tax representative. No 

such obligation applies for value added tax purposes. 

 Interpretative circulars and guidelines 

The Secretary General may issue general interpretative circulars and guidelines, which 

will be published in the website of the Ministry of Finance. Circulars are binding for the 

Administration but not for the taxpayers. Private rulings, unless expressly provided in 

the TPC, are not binding for the Administration. In case that a taxpayer has complied 

with a circular no fine is imposed. 

 Tax register and tax identification number (TIN) 

 Any person liable to taxes must be registered with the tax register. The tax register 

must be updated with any amendment on taxpayers’ data. 

 The Tax Administration may require a guarantee in order to allow registration of a  
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legal entity, if its shareholders or partners were associated in the last five years with 

any legal entity which became insolvent with dues to the state higher than 15,000 

Euros. 

 Each taxpayer has a single and unique TIN which must be used in all 

communications with the Tax Administration. 

 Tax clearance/debt certificate 

 A taxpayer who does not have any overdue tax is entitled to a tax clearance 
certificate. 

 A tax debt certificate is provided in case that the taxpayer has adhered to 

settlement arrangement for overdue taxes. 

 
The above certificates are intended to be used for performing a number of transactions as 

provided in law. 

 Information and record keeping 

 Bookkeeping requirements are simplified by reference to the accounting law and 

standards. 

 Accounting records must be maintained, for tax audit purposes for five years. This 

time period is expanded only in exceptional cases. 

 The Tax Administration has the right to obtain information from the taxpayer and 

third parties. Third parties enjoying a professional privilege must disclose 

information only upon written order of the Public Prosecutor. 

 The Tax Administration has the right to require a translation into Greek of all 

documents written in a foreign language. 

 The officers of the Ministry of Finance or third parties associated with them are 

bound by tax secrecy. 

 Tax returns 

 Returns are to be filed in the form provided by the Secretary General and in the time 

provided by the specific substantive legislation. 

 A tax return may be filed under reservation and may be amended until the right to 

be audited expires. 

 Transfer Pricing 

   The basic contents of a TP documentation file as well as a procedure for obtaining an     

   APA are provided. 

 Audits 

 The Tax Administration has the right to carry out tax audits and has full access to 

books and records maintained by the taxpayer either by entrance to premises or 
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through an invitation for an “office audit”. 

 Audits are to be based on a risk case selection 

 Indirect Audit Methods may be adopted in the course of an audit. 

 A provisional audit assessment must be served to the taxpayer at least 20 days prior 

to finalization for his objections. 

 Assessments 
The following forms of assessment are provided: 

 self-assessment 

 regular assessment, where a  self-assessment is not applicable 

 estimated assessment, where no tax declaration has been filed 

 corrective assessment, as a result of a tax audit 

 precautionary assessment, in an emergency situation. 

The statute of limitation for a regular, estimated or a corrective tax assessment is five 

years. In exceptional cases this time period is expanded. In case of tax evasion, the 

statute of limitation is expanded to 20 years. A tax assessment must always be notified 

to the taxpayer. 

 General anti-avoidance rule 
A general anti-avoidance provision is inserted as provided in the EU Commission 

Recommendation on Aggressive Tax Planning C (2012) 8606 final of 6.12.2012. 

 Collection of taxes and refunds 

 Taxes are paid as provided in substantive tax legislations. 

 In case of a corrective assessment any additional tax is due within 30 days from 

notification. 

 In case of a court decision any additional tax is due in two monthly installments 

following notification of the decision. 

 Refunds must be effected within 90 days as from the request. 

 Settlement for overdue taxes in installments is possible if the taxpayer proves 

financial inability. 

 In exceptional and urgent cases, the Tax Administration is entitled to seize property 

as an interim measure in order to secure collection of taxes. 

 Enforced collection 

 A notification of debts is served to the taxpayer 30 days before an enforced 

collection procedure is initiated. 

 Enforced collection is mainly governed by reference to the current Code of 

Collection of Public Revenues (KEDE). 

 In emergency cases the right of the Tax Administration is reinforced by adopting 
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immediate enforced collection means upon an opinion of the Public Prosecutor. 

 Interest and penalties 

 Any amount of tax not paid by the due date is subject to interest. Interest rates are 

determined by a decision of the Secretary General. 

 Procedural violations are subject to nominal fines varying from 100 to 2,500 Euros. 

 Intentional violations of tax legislation (tax evasion) are subject to heavy fines 

ranging from 15 % to 100 % of the value of the underlying transaction. Current 

excessive fines for issuing or receiving false or fictitious invoices are rationalized. 

 Violations related to TP documentation and filing requirements are subject to fines 

ranging from 1,000 to 100,000 Euros. 

 Specific fines are provided for non-filing or late filing of a tax declaration, 

understatement of tax liability or late payment or non-payment of taxes due. 

 Any person obstructing the Tax Administration in exercising its duties or aiding, 

abetting or inciting with another person to commit a violation is subject to the same 

fine provided for the taxpayer. 

 A hardship waiver due to “force majeure” is provided. 

 The provisions on tax evasion violations apply as from 26.7.2013 and may take 

retroactive effect for taxpayers wishing to adhere to the new fines. 

 Internal review procedure 

An act issued by the Tax Administration may be subject to Internal Review Procedure 

within 30 days as from notification. An appeal to the Internal Review Procedure results 

into suspension of payment of 50% of the disputed amount. A procedure for 

suspension of 100% is provided for exceptional cases. A dispute may not be referred to 

a Tax Court unless the Internal Review Procedure has been exhausted. This procedure is 

applicable  for acts issued since 1.8.2013. 

 
Unless otherwise stated above, the new provisions are applicable in respect to tax year 2014 

and onwards. 

 

 
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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