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Tax Consequences of Managing the Franchise Agreement in the New Era
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Abstract

The Supreme Court in its decision No. 4440/2552 interpreted that the budgets and expenses in relation to
advertisement and sales promotion under the franchise contract paid by the franchisee to the third party shall be deemed
the assessable income derivable by the franchisor. Therefore, the franchisee is required to deduct tax from the deeming
payment of such budgets and expenses including remitting the self-assessed VAT similar to such payment is made to the
franchisor directly.

Such interpretation was ruled on the basis that the benefits and expenses are derivable by the franchisor from
such budgets and expenses and it can be calculated into the monies regardless of whether such benefits will be actually
derived by the franchisor or not. Consequently, the contractual parties of franchise agreement should review its franchise
contract and adjust the terms and condition of contract following to the court interpretation in order to conduct a good tax

risk management for the franchise contract.

Keywords: Tax Consequences, Managing, Franchise Agreement, New Era
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