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This document is intended to give some guidance to foreign parties interested in investing in real estate in Greece, and particularly in Crete. Some information is provided in the guide about the activities of Elounda Real Estate pertaining to the legal matters surrounding property acquisition and development.

I. LEGAL PROCEDURE
EU legislation allows citizens of EU member - states to buy and own property in another EU state as if they were nationals of that state. Therefore, the rules and the procedures pertaining to property purchase is the same for all European citizens. Non-EU citizens who wish to purchase property should apply to the Ministry of External Affairs in order to get prior authorisation. The procedure essentially checks whether the applying party has outstanding criminal convictions in their home country. It is a bureaucratic procedure that could take up to six months to complete. Also, all foreign citizens should acquire a Greek Tax Number prior to purchasing any property. This usually taking 5 working days after submission of the necessary paperwork at any tax authority, and can be done by proxy (usually an attorney).

Deposit
To secure a property, a 10% deposit on the purchase price is usually required on signing a pre-contract agreement. This agreement contains the names and description of the parties, the description of the property, the vendor's title, the price, the methods of payment and any general conditions negotiated by the parties. The purchaser should always be aware that no deposit or any other amount should be paid before the due diligence report of the property is carried out by a qualified attorney appointed by the purchaser and acting in his/her interests. In case any of the contractors back out of the contract, the other contractor can sue for his/her damage suffered. It is also customary to sign a pre-contract agreement containing a clause to the effect that if the property is found deficient in any way or does not meet the necessary criteria for construction, then the contract will be void and any fees paid are due to be returned.  

Purchase
All the documents regarding the purchase of a property should be carried out before a Public Notary, otherwise they are void and not binding. Therefore, the property purchase contract is always executed before a Notary and in the presence of attorneys representing the seller and the purchaser. A purchaser needs a attorney to act on his/her behalf in order first to carry out the due diligence check, which should at least cover the following:

· That the vendor's title is valid and has been properly submitted to the Property- and Land registries

· That the property is free of any mortgage, lien, or other financial burden, as well as any third parties’ rights like a right of way, right of passage, etc.

· That the property indeed fulfils the zoning criteria for construction, as is declared by a qualified engineer on the property’s topographic plan. Such criteria might include archaeological and/or forestry restrictions, plot-size restrictions, inclination restrictions, and heritage site restrictions. 

Another very important function of the attorney and the notary is to ascertain and fix the property’s Official Tax Value (also called “Objective Value”). This is usually much lower than the actual purchase value, but is the value used to calculate all taxes and fees due to the intervening parties and to the appropriate authorities. 

Legal procedures in Greece are not complicated and when the documentation is complete the contract can be signed quite quickly. 

The purchaser has to pay the conveyance tax before the contract is signed. In case the contract is cancelled, the tax is refundable. The notary cannot permit the contract’s signing if all the documentation is not complete, the taxes and fees are not paid and the deeds are not in order. 

Finally, the contract has to be registered with the local Land Registry, otherwise the vendor is still considered to be the owner of the property and can even convey the property to another party.

Expenses
The Land Purchase Tax (LPT), Notary and legal fees (except those of the vendor's lawyer), as well as Land Registry fees, are always paid by the purchaser (if the opposite is not agreed by the parties in private) and they are calculated on the basis of the Tax Value of the property or the value written on the contract, whichever is higher. 
In the special case when you’re buying from the original builder of a house, and if the building permit was issued after 01-Jan-2006, then VAT (Value-Added Tax, at 23%) is applied to the cost of the structure (house, pool, garage, etc.), while the LPT is only applied on the part of the transaction that concerns the land.
The LPT differs for civil and agricultural properties, the former being those properties situated within a city plan (or “city zone”) and is calculated as follows: 
· Tax for properties inside a city-zone: a) 10% for the first 20.000€ and b) 12% for the rest of the amount. Another 3% of this total tax is added as municipal tax. EXAMPLE: For land costing 100,000€, you pay 1000 for the first 20000, 9600 for the remaining 80000, i.e. LPT = 10600, plus 3% of LPT (=318€) as Municipal Tax, for a grand total of 10,918€.

· Tax for properties outside a city-zone is: in the above case, change 10% to 8% and 12% to 10%.
The Notary's fee is 1.0% of the transaction value, plus VAT 23%.

Land Registration fees are 0.48%. 
Law Society fees are 1% for the first 44.000€ of the transaction, plus 0,5% for the part over this amount. 

Procedure

At the first appointment with your attorney, it is useful to sign a power-of-attorney document before a notary so that the attorney can represent you for all the preparatory work of the contract and at the contract’s signing. For the power of attorney you have to pay the notary a fee of 65€. 

For the contract signing, you need to have a new topographical plan made by a qualified engineer/surveyor. The topographical plan is attached to the contract, signed by the contractors and describes the property under conveyance. It will also contain all information regarding building codes and regulation and will state clearly whether the property falls within building permission. 

II. LOCAL TAXES
Owners of properties are subject to a very small Public Tax, which is incorporated in the electricity bill payable every second month.

III. PROPERTY TAXES
Owners of real estate property whose Tax Value exceeds the amount of 175.000€ (or 350.000 € for a married couple) are subject to property taxes. As an example, for property whose Tax Value is estimated at 322.800€, the annual tax would be about 440€.

IV. SOCIAL SECURITY FEES

If you’re building your own home, then you’re also directly burdened with the cost of social security (“IKA”) of the workers employed for certain parts of the structural works, these being: concrete works, masonry, brick-laying, screed, plaster, flooring, and paintworks. You don’t pay the fees for plumbers, electricians, carpenters, etc., but the cost will be borne by them and included in their quotation to you, the owner. It’s always a good idea to have an your architect or supervising engineer take care of these IKA payments, as there is a lot of paperwork attached. 

V. BUILDING PERMISSION
According to Greek law, if a plot of land is not within the town plan and if there are no forestry or archaeological restrictions, permission to build can be granted for any plot of minimum 4,000m2 size. Exceptionally, permission can be granted for plots of land less than 4,000m2, if they have adequate frontage to a principal municipal road. Inside villages, towns and cities planning permission can be generally granted for any plot. 

Building permits can be obtained through registered architects or engineers in Greece and cost approximately 4% -5% of the total cost of the building. These permits necessitate that the architects and engineers submit a quite detailed architectural, structural, and mechanical study of the building, i.e. work that needs to be done anyway. Of course, additional design and detailed engineering is required on top of this, in order to proceed with actual construction, but in principle one could do all the work beforehand and only submit the portion required by the authorities for the issue of the permits. 

One must bear in mind that the permit for a swimming pool is in addition to the permit for the house, and can be quite expensive (almost as expensive as the permit cost for the whole house, in the case of a fairly large pool). 

 

 

Page 5 of 5

