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Deductibility of foreign-source
losses revised

Law 4446/2016, passed by Greece’s
parliament on 21 December 2016,
introduces several changes to the
rules governing the deduction of
foreign-source losses for Greek tax
purposes. The new rules apply
retroactively as from 1 January
2014.
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Article 27 of the Income Tax Code is amended to provide
that losses incurred abroad from the activities of a Greek
permanent establishment (PE), generally may not be offset
against domestic-source profits. However, the losses may
be offset if they arise from business activities of a PE,
carried out in an EU/EEA member state that has concluded a
tax treaty with Greece that does not contain a provision for
a foreign branch income exemption.
As noted above, the new rules apply retroactively as from 1
January 2014 and confirm the content of old Circular POL
1088/2016, which provides that losses incurred abroad
generally may not be offset against income taxed in Greece.

The relevant circular POL 1200/2016, recently issued, also
clarifies that in order to prevent the double deduction,
utilization possibilities for losses arising from a PE abroad
first must be exhausted in the country of the PE, before
determining whether any such losses could be potentially
set off or utilized in Greece.
If the taxpayer can show by any acceptable means that PE
losses are permanent (e.g. due to the cessation of the
branch operations), these losses can be used (at the time
they became permanent) in calculating the company’s
Greek taxable profits. The main rule that foreign losses
arising from a PE abroad should be monitored separately
per country (for EU/EEA countries) still applies.
Finally, companies now are able to offset any foreign-source
losses from business activities not related to a foreign PE
(e.g. losses arising on the sale of shares or bonds issued by
a foreign company may be deducted from the company’s
business profits in Greece). The main rule that tax losses
may be carried forward for five consecutive years remains
unchanged.
Considering the retroactive nature of the new rules,
potentially affected companies should assess whether
foreign-source losses that had been tax adjusted for fiscal
years 2014 and 2015 can be deducted for income tax
purposes under the current framework, and if so, should
consider filing an amended tax return.

Deloitte Certified Public Accountants S.A., Deloitte Business Solutions S.A. and Deloitte Accounting
Compliance & Reporting Services S.A. are the Greek member firms of Deloitte Touche Tohmatsu
Limited, a UK private company limited by guarantee (“DTTL”), its network of member firms, and
their related entities. DTTL and each of its member firms are legally separate and independent
entities. DTTL (also referred to as “Deloitte Global”) does not provide services to clients. Please see
www.deloitte.com/about to learn more about our global network of member firms.
Deloitte provides audit, consulting, financial advisory, risk management, tax and related services
to public and private clients spanning multiple industries. Deloitte serves four out of five Fortune
Global 500 ® companies through a globally connected network of member firms in more than 150
countries bringing world-class capabilities, insights, and high-quality service to address clients’
most complex business challenges. To learn more about how Deloitte’s approximately 225,000
professionals make an impact that matters, please connect with us on Facebook, LinkedIn, or
Twitter.
In Greece, “Deloitte Certified Public Accountants S.A.” provides audit services, “Deloitte Business
Solutions S.A.” financial advisory, tax and consulting services and “Deloitte Accounting Compliance
& Reporting Services S.A.” accounting outsourcing services. With a staff of more than 600 and
offices in Athens and Thessaloniki, Deloitte in Greece focuses on all major industries including
financial services, shipping and ports, energy and resources, consumer business, life sciences and
health care, manufacturing, technology, media and telecommunications, real estate and public
sector services. Deloitte clients include most of the leading private and public, commercial,
financial and industrial companies. For more information, please visit our website at
www.deloitte.gr
This communication contains general information only, and none of Deloitte Touche Tohmatsu
Limited, its member firms, or their related entities (collectively, the “Deloitte Network”) is, by
means of this communication, rendering professional advice or services. Before making any
decision or taking any action that may affect your finances or your business, you should consult a
qualified professional adviser. No entity in the Deloitte Network shall be responsible for any loss
whatsoever sustained by any person who relies on this communication.
3a Fragoklissias & Granikou str., 151 25 Maroussi, Attika – Greece, Tel: +30 210 6781 100

© 2017 All rights reserved.
To no longer receive emails about this topic please send a return email to the sender with the word
“Unsubscribe” in the subject line.

