
Transfer pricing, which is a high prioriTy Topic in inTernaTional TaxaTion, was neglecTed in 

greece for decades. unTil recenTly, The greek Tax laws conTained very brief references To 

Transfer pricing, whereas experience shows ThaT The Tax auThoriTies raised Transfer pric-

ing issues only in rare occasions. aT jurisprudence level alike, The producTion was poor.

TaxaTion

Suddenly, in the last two years, trans-
fer pricing became a hot issue. in 
2008, the ministry of development 
took the initiative to introduce a 
new legislation1 on transfer pricing, 
which, although it was intended to 
fight the so-called “artificial increase 
of consumer prices,” was nonethe-

less overlapping with a field which 
traditionally falls within the compe-
tence of tax regulators. indeed, the 
attempt to use transfer pricing as a 
tool to control prices at consumer 

level is disputable, since, the essence 
of transfer pricing is to audit the 
authenticity of prices and therefore 
of the taxable base, at earlier stages 
than the end level. this approach had 
unavoidably some extreme and, in 
certain cases, contradictory results, 
such as, in the pharmaceutical sector, 

where the law asked the businesses 
to defend their transfer prices, while, 
at the same time, the retail prices are 
mostly regulated by another law. be-
sides, the above legislation imposed 

very onerous requirements to the 
businesses by asking them to prepare 
extensive defense files upon a short 
notice request of 30 days and by de-
termining the transfer pricing meth-
ods to be followed in an inelastic way, 
without at the same moment having 
available the necessary mechanism 
to audit and guide the companies for 
the appropriate implementation of 
the new regime. 
recently, the ministry of finance, 
with, admittedly, long delay, intro-
duced its own version of transfer 
pricing legislation by an amend-
ment in the income tax Code2. this 
amendment reflects an attempt to 
address the issue in an orthodox, 
tax driven, manner and to align our 
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legislation to the international and 
european experience on the subject. 
the new regime represents, in my 
opinion, a fairer equilibrium be-
tween the needs for administrative 
control, on the one hand, and less 
bureaucratic and costly obstacles to 
businesses, on the other.  

in particular, the new law is governed 
by the following principles:
1.  it puts transfer pricing in its right 

dimensions by acknowledging that 
transfer pricing adjustments are due 
only and to the extent that pricing or 
other economic terms have resulted 
to avoidance of taxes. this is a fun-
damental issue as long as transfer 
pricing is not a tool for reaching 
other than tax related purposes such 
as general control of prices in an 
open economy. for purposes like 
this, if needed, other means, such as 
anti-trust rules etc., exist. 

2.  in an effort to reduce adminis-
trative cost for the businesses, it 
requires preparation of a defense 
file, which is a costly and arbitrary 
procedure, only in cases that there 
is a challenge of the transfer prices 
by the tax audit. if a need for such 
a file exists, a reasonable period of 
at least 60 days is allowed for the 
company to prepare such file and 
to exercise its right of defense. 

3.  it states clearly that the burden of 
proof lies with the tax authorities. 
businesses are treated as “pre-
sumed innocent” than “guilty” and 
the authorities, like in any other 
administrative or judicial inves-
tigation, are required to prove, in 
an adequate and reasoned manner, 

any alleged violation. the party 
under investigation has a duty to 
furnish complete and accurate 
information to the audit but, 
primarily, has the right to defend 
itself against any infringement for 
which is blamed. this is evidence 
that businesses are faced with trust 
rather than suspicion. 

4.  without placing domestic transac-
tions at a more favorable level, since 
infringements related to both do-
mestic an cross-border transactions 
are subject to the same penalties, it 
excludes businesses from provid-
ing unnecessary documentation 
for domestic transactions since the 
local authorities have the power to 
acquire full access to data of the two 
contracting parties, as well as com-
prehensive knowledge of the local 
sources and the market conditions.  

5.  as regards cross-border transac-
tions, it allows companies that 
have opted to comply with the 
european Code of Conduct on the 

transfer Pricing documentation3 
to make use of such documenta-
tion in Greece and to avoid there-
fore duplicate costs and effort.

6.  finally, the fines and penalties for 
non-compliance with the docu-
mentation requirements are rea-
sonable and proportionate to 

violations of formal character, 
especially for a regime which up to 
now was almost unknown in the 
Greek tax matters. 

in conclusion, it can be said that 
from a business perspective, the new 
regime has the basis for forming an 
environment of mutual co-operation 
and trust in transfer pricing between 
the tax administration and the busi-
ness community. however, the suc-
cess of such regime depends heavily 
on the implementing legislation, 
which will follow from the ministry 
of finance, as well as from the quali-
ties and knowledge of the persons 
which will be appointed by the min-
istry of finance in order to audit and 
support the respective process. 

1  Art. 26 of L. 3728/2008 & Min. Dec. A2-
8092/31.12.2008

2  Articles 1 & 2 of L. 3775/2009 amending ar-
ticles 39 and 39A of the Income Tax Code

3  Code of conduct on transfer pricing documen-
tation for associated enterprises in the Euro-
pean Union (EU TPD) OJ, C176/28.7.2006
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