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Greece: VAT Bad
Debt Relief New
" CJEU decision

The Court of Justice of the European Union (CJEU) in its latest decision C-314/22, Consortium
Remy Group confirms once again that the reduction of the taxable amount in the case of total or
partial non-payment of the consideration (bad debts) is a fundamental right of taxpayers/
businesses based on the provisions of Council Directive 2006/112/EC ("EU VAT Directive') and
cannot be abolished altogether. The decision, which was issued in the context of a preliminary
ruling by the Supreme Administrative Court of Bulgaria, is in line with the previous judgments of
the CJEU on the matter, with its first cornerstone decision issued back in 2017 in case C-246/16
(Enzo Di Maura) and its latest order issued back in 2021 in case C- 507/20 (FGSZ).

The CJEU in its new decision provides further clarifications with regards to the exercise of the VAT bad debts
relief. In particular, the CJEU ruled that:

Member States are permitted to impose a The CJEU adopting in full the position of Attorney
limitation period for taxpayers to apply for a VAT General Kokkot, reaffirmed that it is not required,
refund resulting from a reduction in the taxable for the exercise of the right to reduce the taxable
amount of VAT in the event of total or partial non- amount by a taxable person, a completion of
payment. However, such limitation period must unsuccessful court proceedings or the initiation or
begin to run from the date in which a taxable conclusion of insolvency proceedings against the
person was able, without showing a lack of recipient of the supply.

sufficient diligence, to assert its right to a
reduction.



On the contrary, the principle of neutrality
prohibits a disproportionately long pre-financing
of the VAT by the taxable person (supplier),
provided that the supplier has taken all
reasonable steps to discharge its function as tax
collector for the state. This simply requires in
principle an unsuccessful request for payment by
the supplier to the recipient of the supply.

The starting of a limitation period imposed by a
Member State for the exercise of the right to
reduce the taxable amount shall not begin to run
from the date the supply was made, or the date
when the invoice was issued, but shall begin to
run from the date on which it is highly probable,
almost certain that the debt has become
irrecoverable.

In addition, provided that no specific national
provisions exist, it is contrary to the EU VAT
Directive a requirement on the part of the tax
authority which renders the reduction in the
taxable amount of VAT, in the event of total or
partial non-payment of an invoice issued by a
taxable person, subject to the condition that that
taxable person corrects the initial invoice
beforehand and that it communicates beforehand
to its debtor its intention to cancel the VAT,
where it is impossible for that taxable person to
make such an adjustment in due time, for reasons
beyond its control.

Finally, the right to reduce the taxable amount of
VAT in the event of total or partial non-payment
of an invoice issued by a taxable person entails
that a right exists for a refund of the VAT paid by
that taxable person plus interest for late
payment.
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In the absence of rules in the legislation of a
Member State for applying any interest due, the
starting point for the calculation of that interest is
the date from which the taxable person exercises
its right to that reduction in the VAT return of the
relevant tax period.

In view of the above:

It is clear that the limitation applied in practice by
the Greek State following decision 355/2019 of
the Hellenic Supreme Administrative Court (ZTE),
namely that the right of VAT refund for bad debts
exists only in the cases of commercial insolvency
of the debtor/recipient of supply, is contrary to
European Union law.

Therefore, it is now imperative for the Greek VAT
legislation to be amended, so as to enable the
refund of VAT on bad debts in all circumstances
where the taxable person invokes and proves that
it is certain or reasonably probable that the debt
will not be paid in cases beyond commercial
insolvency, such as in situations of long-term
frozen unpaid invoices, debt relief agreements
etc.
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