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Re: A SUMMARY OF THE INTERNATIONALISATION DECREE 

 

Dear customer, 

There follows a table which summarises the content of Legislative Decree n.147 of 14.9.2015 (published in 

the Official Gazette n. 220 of 22.9.2015), containing measures for the growth and internationalisation of 

companies, pursuant to art. 12 of enabling act n. 23/2014. 

Art. Description 
Coming into 

force 

1 

International standard ruling 

There is to be a review of the agreements between companies with a foreign business 

and the Tax Authorities, that are currently governed by the so-called International 

standard ruling (art.8 Legislative Decree n.269/03) that will be repealed. 

A new procedure is therefore introduced for stipulating prior agreements with the Tax 

Authorities, which will fit in to the general rules of formal assessments, as per d.P.R. 

n.600/73. 

The comparison will relate to the following areas: 

1) intragroup transfer prices; 

2) definition of the incoming and outgoing cashflow in the event of the transfer of 

the registered office; 

3) allocation of profits and losses to the permanent establishments; 

4) prior assessment of the existence of a permanent establishment ; 

5) identification of the conventional regulations that are applicable for the taxation 

of interest, royalties and similar; 

6) for parties who adhere to the cooperative compliance programme there will be a 

possibility to calculate the normal value of transactions with black list parties. 

The following remain unprejudiced with regard to the agreements 

• they are binding for the parties for the tax year during which they are stipulated 

and for the following four tax years; 

• they prevent the Tax Authorities from exercising powers of control and formal 

assessment for the parties that are covered by the agreement.  

From the date 

established by 

the respective 

implementing 

act 

2 
Ruling on new investments from foreign parties  

In order to give the taxpayer certainty with regard to the tax profiles of the investment plan it 

From the date 

established by 
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intends to implement in Italy, there will be a consultancy activity from the Italian Tax 

Authorities.  

In particular, the company must present a business plan in which it must describe:  

• the total value of the investment (a minimum threshold is envisaged);  

• the timeframes and means of implementing the investment; 

• the increase in employment in relation to the business in which the investment is 

to take place; 

• the consequences, including in quantitative terms, that the investment will have 

on the Italian tax system. 

On the basis of this documentation the Italian Tax Authorities will conduct a 

consultancy activity and will express an opinion within 120 days that will be valid under 

various profiles. This may be extended by an additional 90 day period if additional 

information has to be obtained.  

If the taxpayer implements the opinion provided by the Italian Tax Authorities, it can 

access, irrespectively of the level of its turnover or revenues and the occurrence of the 

other envisaged requirements, the cooperative compliance programme. 

Within 60 days of the date in which it comes into force, secondary dispositions must 

be put into effect to specify the means of application of the ruling. 

the respective 

implementing 

act 

3 

Taxation of dividends from black list Countries 

The taxation mechanism of foreign dividends from States with a preferential tax regime 

is rewritten.  

In particular: 

• only profits from companies resident in “tax havens” are fully taxed, in terms of 

direct stakes in said companies, or  controlling interests in other “intermediate” 

companies that are resident abroad, that obtain profits from shareholdings in 

companies that are resident in States or territories with a preferential regime, and 

up to the limits of said profits (only in this case is the dangerous origin of incomes 

known); 

• where it is demonstrated that the non resident company or entity the profits come 

from carries out an actual industrial or commercial business, as its main business, 

in the market of the State or territory it is based in (i.e. the “first exemption”), the 

parent company that is resident in Italy, or its resident subsidiaries that receive 

the profits, are granted a tax credit on the basis of the taxes paid by the subsidiary 

on profits accrued during the period in which it had the shareholding, in proportion 

to the profits it receives and up to the limits of  the Italian taxation on said profits;  

• for the regulation that requires the full taxation of profits and capital gains 

"originating" from companies and entities based in black list States or territories 

not to be applied the party / shareholder that is resident in Italian territory (even 

where it does not own a controlling interest) must always demonstrate that 

through its ownership of the shares it does not achieve the effect of localising 

incomes in States or territories with with a preferential tax regime, including 

through the presentation of a respective ruling;  

• failure to report in tax returns dividends and capital gains relating to stakes in 

foreign companies  and entities that are situated in Countries and territories with 

a preferential tax regime is punishable with a fine, as envisaged by the law. In 

particular, this fine is equal to 10% of proceeds not declared, with a minimum of 

1,000 euro and a maximum of 50,000 euro. 

In terms of the start date, it is specified that the new rules on foreign dividends apply 

to profits allocated and to capital gains achieved starting from the tax year the decree 

Applies to 

profits allocated 

as of 2015 

- the tax credit is 

limited to taxes 

paid in the 

previous five 

years   
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comes into force.  

4 

Deduction of interest charges from the Ires tax base 

The legislation relating to the deductibility of interest charges is partially amended.  

In particular: 

• the definition of the so-called gross operating income (GOI) will also include dividends 

from foreign subsidiaries, where these have been collected; 

• there is a repeal of the provision which allowed the calculation of the limit of 

deductibility of the interest charges “virtually” including in the national fiscal 

consolidation even the foreign subsidiaries, in order to consider also the GOI of 

said companies;  

• there is an amendment of the regulations on the deductibility of interest charges 

for loans secured by mortgages, in favour of the companies that run a property 

business, with a specification that the recipients of this law are companies who 

actually run as their main activity property businesses, or companies whose 

balance sheet asset value is made up mainly of the normal value of properties that 

are to be leased and where at least two thirds of revenues come from rent. These 

provisions also relate to companies that lease property business divisions, the 

overall value of which is made up mainly of the normal value of buildings; 

• there is a repeal of the regulation that limits  the deductibility of interest charges 

on bonds negotiated in non “white list” Countries, introducing resulting 

coordination amendments to other regulations. 

As of 2016 

5 

Deduction of costs from black list Countries 

Various points of the rules of the deduction of costs from black list Countries are 

amended. 

In particular: 

• it allows the deduction from the tax base of the expenses and the other negative 

components deriving from transactions with companies based in States or 

territories with preferential tax regimes, that are identified on the basis of a lack 

of a suitable exchange of information with a decree by the Minister of Economics 

and Finance, up to the limit of the normal value of the goods and services acquired 

in transactions that actually took place. The normal value of the transactions is 

calculated in accordance with the general rules of art.9 Tuir; 

• it removes the condition that limited the deductibility of said costs to the fact that 

the foreign company principally ran an actual commercial business; 

• the possibility remains to deduct the cost with a burden of proof, if an actual 

economic interest exists and the transactions actually took place; 

• it is also clarified that the non-deductibility of the expenses also relates to the 

provision of services provided by professionals domiciled in States or territories 

with which there is not a suitable exchange of information and which are listed in 

a respective ministerial decree; 

• it is clarified that the so-called internal transfer pricing is not compatible with the 

current set-up of the Tuir and a respective authentic interpretation regulation is 

introduced. 

As of 2015 

 

Value and sum due: no automatic formal assessments  

A new authentic interpretation regulation is introduced for the purposes of direct taxes 

and Irap, on the basis of which: 

• the existence of a greater sum derived from the sale  

- of a property;  

- of a company;  

Authentic 

interpretation 

regulation 
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- of a real right on the above assets;  

• is not considered to exist solely on the basis of the declared, ascertained or defined 

value  for the purposes of stamp duty, mortgage registration or cadastral fees.  

The regulation applies for assets of any nature, goods, fixed assets or capital goods. 

6 

Fiscal consolidation  

In accordance with the recent case law of the European Court of Justice, article 6 

cancels the current legislative constraints which do not allow "sister" companies, that 

are resident in Italy or permanent establishments in the Italian territory of companies 

that are resident in EU States (or states adhering to the Agreement on the European 

Economic Area) with which Italy has drawn up an agreement that ensures an actual 

exchange of information, to consolidate its tax base, following an indication, by the non 

resident party, of the subsidiary that is designated to exercise the option, and which 

takes on the role of consolidating company.  

To this end (by amending paragraph 2 of art.117 Tuir and adding two additional 

paragraphs at the end of the article) consolidation is also permitted by subsidiaries: 

non resident controlled entities can exercise the option for consolidation in the 

capacity of subsidiary through a permanent establishment . 

An implementing 

act should be 

issued as of 2015 

 

7 

Taxation in Italy of non resident entities (functionally separate entity) 

There is an amendment of the prevailing provisions relating to the determination of 

income deriving from businesses run in the Italian territory by non resident entities. 

For the application of Ires, the use of criteria for the taxation of income on an isolated 

basis that are considered to have been produced in the Italian territory applies, except 

for business income from the permanent establishment for which the rules of business 

income are used. 

The application of the "functionally separate entity" is also confirmed for Irap purposes: 

the net value of production deriving from a permanent establishment is calculated on 

the basis of a respective economic and balance sheet report, that is to be prepared in 

accordance with the accounting principles with reference to the new provisions of the 

Tuir. 

As of 2016 

8 

Foreign subsidiaries and sister companies  

The obligation for a ruling is removed for the purpose of not applying the CFC rules in 

the event of shareholdings in foreign subsidiaries. 

The obligation is replaced by the right to present the ruling to obtain the prior opinion 

with regard to the non application of the regulation in question, without prejudice to 

the obligatory reporting in the tax return of the existence of the shareholding. 

An analogous treatment applies to the case of shareholdings in black list parties. For 

said circumstances, the task of specifying criteria to determine with simplified means 

the actual level of taxation applied to the foreign company is left to a disposition of the 

Director of the Italian Tax Authorities, without prejudice to the irrelevance of non 

permanent variations of the tax base. 

Taxpayers who adhere to the cooperative compliance programme can present a ruling, 

irrespectively of the verification of the existence of specific legal conditions (envisaged 

by paragraph 8-bis of art.167 Tuir). 

There is also an amendment of the regulations pertaining to tax fines, with the 

application of a fine, equal to 10% of the income generated by a foreign subsidiary and 

attributable to the tax year, including on a merely theoretical basis, to the resident 

party in proportion to its shareholding, with a minimum of 1,000 euro to a maximum 

of 50,000 euro, where the omission or incompleteness in tax returns relate to the 

reporting of ownership of shares in foreign subsidiaries. The fine is payable at the 

minimum level even when the income of the foreign subsidiary is negative. 

As of 2015 with 

transitory rules 

due 
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9 

Entertainment expenses 

There is an amendment of the percentage deduction limits for entertainment 

expenses, without prejudice to the fact that the requirement of the matching principle 

is established with a decree by the Minister of Economics and Finance, including on the 

basis of the nature and destination of expenses.  

If the matching principle applies, the deduction takes place at the following levels. 

LEVEL OF DEDUCTIBILITY FOR ENTERTAINMENT EXPENSES 

Brackets of revenues and other proceeds  Old % New % 

Up to 10 million euro 1.3 1.5 

Beyond 10 million and up to 50 million 0.5 0.6 

Beyond 50 million  0.1 0.4 
 

As of 2016 

10 

Black list and white list 

The rules for the identification of so-called “tax havens” are amended.  

There is a repeal of art.168-bis Tuir, that required two lists to be drawn up: the first 

which identified the Countries and territories that allow a suitable exchange of 

information, while the second which considers the actual level of the foreign taxation 

as well as the level of information exchange.  

The Minister of Economics and Finance is granted the power to identify, with one or 

more decrees, the list of States that allow a suitable exchange of information. The 

coordination provisions introduced aim to clarify that the reference to “preferential 

fiscal regimes” is understood to relate to States or territories that are identified on the 

basis of a level of taxation that is significantly lower than the level applied in Italy, the 

absence of a suitable exchange of information or other equivalent criteria, in 

accordance with art.167, par.4 Tuir. 

As of 2015 

an 

implementing 

ministerial 

decree is due to 

be issued  

11 

Transfer of the registered office to a foreign country  

The transfer of the registered office to a foreign country results in the fiscal realisation 

of the value of the company with the application of the so-called exit tax 

The exit tax regime can be suspended in the event of : 

• the transfer, by a company that is not resident in the Italian territory, of a part or 

all of the assets connected to a permanent establishment and which relate to a 

company or business division, to another EU member State or an adherent to the 

Agreement on the European Economic Area; 

• transfers which result indirectly in other extraordinary operations (mergers, 

demergers and transfers), in accordance with the law.  

As of 2015 

12 

Transfer of the registered office to Italy 

The fiscal consequences are governed of a transfer of the registered office to Italy by a 

foreign party, differentiating the regime on the basis of the foreign State of origin. 

In fact: 

• if the origin is from States or territories that allow a suitable exchange of 

information , the fiscal value of the company is assumed to be its normal value, 

even if the foreign State did not apply the exit tax; 

• in other cases, however (unless an agreement is drawn up on the normal value), 

the value is determined: 

- by the assets: the lowest between the acquisition cost, the balance sheet 

value and the normal value; 

- by the liabilities: highest between the costs sustained, the balance sheet value 

and the normal value. 

As of 2015. 

An 

implementing 

act is due 
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It delegates to a disposition from the Director of the Italian Tax Authorities the 

identification of the means of reporting the values of the assets and liabilities that are 

transferred. 

13 

Contingent assets (par.1, letter a) 

It is provided that:  

• the waiver by shareholders to its credits with the company is considered to be a 

contingent asset only for the part which exceeds the respective fiscal value, with 

the obligation for the shareholder to report this parameter; 

• the reduction in debts operated in relation to procedures are not considered 

contingencies, although sometimes, this condition is limited by the total value of 

past losses and the non deducted interest charges.  

As of 2016 

 

Valuation of securities (par.1, letter b) 

The waiver of the reimbursement of financing increases the cost of the shareholding 

up to the limits of the fiscal value of the waived credit. 

As of 2016 

 

Losses on credits (par.1, letter c) 

The automatic deductibility of losses on credits is established:  

• resulting from a debt repayment plan (certified by a professional and registered in 

the Companies Register, pursuant to art.67, par.3, lett. d) L.F.);  

• in cases where the debtor is subject to foreign procedures that are equivalent to 

Italian ones, as envisaged in States or territories with which there is a suitable 

exchange of information . 

As of 2015 

 

Regulation on the accrual principle of credits of modest size (par.1, letter d) 

A regulation is introduced to jointly govern rules of accounting treatment and the time 

of the fiscal deduction of certain losses on credits. 

In particular, it is clarified that failure to deduct – entirely or in part – as fiscal losses 

the accounting write-down of credits in the financial year in which the requirements 

already existed for the deduction does not represent a breach of the accrual principle 

for fiscal purposes, on condition that the deduction takes place no later than the tax 

year in which, according to the correct application of the accounting principles, the 

credit should have been cancelled from the financial statement. 

As of 2015 

 

Level of deduction for waived credit reimbursements (par.1, letter e) 

It is provided that the waiver of a reimbursement of a shareholder loan is accumulated 

to the cost of the shareholding, up to the limits of the fiscal value of the credit that is 

waived.  

As of 2016 

 

Authentic interpretation regulations on accrual (par.3) 

It is provided that losses on credits are deductible in the financial year in which the 

credit is cancelled from the financial statement in accordance with the OIC principles. 

Authentic 

interpretation 

regulation 

14 

Branch exemption 

It is provided that, for a company that is resident in the Italian territory, the profits and 

losses generated by its permanent establishments abroad will not have a fiscal 

relevance, but these must be calculated in any case using the criteria in art.152 Tuir 

and specific legal conditions. 

A new art.168-ter Tuir is introduced which allows a company that is resident in Italy to 

exercise the option to exempt profits and losses that are attributable to all of its 

permanent establishments abroad; this is irrevocable and is exercised at the time the 

permanent establishment is incorporated, and will be effective from the same tax year.  

If the permanent establishment is based in States or territories a preferential tax regimes, 

the option for the branch exemption is exercised, with regard to the permanent 

establishments situated in said territories, as long as the “exemptions” required by the 

As of 2016 

Implementing 

act due to be 

issued 
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law apply. 

At the request of the parliamentary Commissions, a transitional arrangement was 

introduced, i.e. the possibility for a company to go from the method of the tax credit 

to that of the branch exemption, without this resulting in the emergence of taxable 

latent capital gains or deductible latent capital losses. 

It should also be noted that, for the purpose of the application of the provisions in 

art.165 and 168-ter Tuir, the company that is resident in the Italian territory can 

request a ruling from the Italian Tax Authorities pursuant to art.11 L. n.212/00, with 

regard to the existence of a permanent establishment  abroad, to be assessed also on 

the basis of the criteria envisaged by international agreements against double taxation, 

where these are in force. 

15 

Tax credit for incomes produced abroad 

The provisions that are currently reserved to business incomes produced abroad 

through a permanent establishment are extended to all taxpayers .  

In particular it provides: 

• the deductibility of foreign taxes in the tax year in which the foreign income 

contributes to the overall income in Italy, as long as these foreign taxes were 

definitively paid before the deadline for the presentation of the return relating to 

the first successive tax year; 

• the possibility to carry forwards and back the extra foreign tax payments 

compared to Italian taxes.  

The tax credit stems in relation to the foreign tax that is paid, definitively, on incomes 

produced in said foreign State which exceed the Italian tax level relating to these 

foreign incomes, thus restoring the so-called per country limitation (i.e. the criteria 

according to which the calculation of the credit for the taxes paid abroad must be made 

separately for each State in which taxes were paid, for the income produced therein). 

As of 2015 

16 

Repatriation of highly qualified workers: tax benefits  

A tax benefit is introduced on the basis of which :  

• workers who have a position for which a high level of qualification or specialisation 

is required and who have a degree; 

• who have not been resident in Italy in the five previous tax years; 

• who transfer their residence to the Italian territory; 

the income from dependent employment that is produced contributed to the 

formation of the overall income up to a limit of seventy per cent of its value. To obtain 

this benefit some conditions are required: 

• the employment activity is mainly provided in the Italian territory; 

• the employment activity must be carried out in a company that is resident in the  

Italian territory in virtue of an employment relationship with the latter company 

or a company that directly or indirectly controls it, are controlled by it or are 

controlled by the same company that controls the employer. 

It delegates to a decree by the Minister of Economics and Finance the determination 

of the implementing rules including with regard to the coordination provisions with the 

other prevailing facilitation regulations on the subject matter, as well as with regard to 

the causes of the forfeiture of the benefit. 

As of 2015 

an 

implementing 

ministerial 

decree is due  

17 

Financial coverage  

The article contains the necessary regulations of financial coverage of the provisions 

outlined above    
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THE RULING ON NEW INVESTMENTS BY COMPANIES  

 

The internationalisation decree introduces with art.2 a new prior ruling for companies intending to make 

significant investments in the Italian territory. 

The purpose of the regulation is the will to give certainty and transparency to the tax provisions, enabling 

companies to know in advance the fiscal implications of the investments they intend to make. 

Technically the Lawmaker has implemented art.12 of the fiscal delegation in the context of the broader 

incentivisation plan for the internationalisation of Italian companies. 

 

Subjective requirements  

A ruling may be presented to the Tax Authorities by Italian or foreign companies. 

 

Objective requirements  

Two requirements of an objective nature must exist simultaneously: 

1) the company must make investments of a relevant size, i.e. more than 30 million euro; 

2) the investments must lead to significant and durable increases in employment. 

To prove that the threshold of 30 million euro has been reached it is necessary to describe in detail the 

investment the company intends to make, where the definition of investment also includes the restructuring 

of companies in financial difficulty. It is therefore clear, for both the first and second requirement, that the 

company must prepare an actual business plan where it also describes: 

� the timeframe for the investments;  

� the investment procedures;  

� the increases in employment  

that characterise the investment. 

 

Characteristics of the ruling 

The new form of ruling envisaged by the Lawmaker sits alongside other forms that we already know, thus 

becoming, after ordinary, anti-evasion, non-application rulings and the ruling for foreign subsidiaries, the 

fifth possible type of ruling. It can relate to: 

� any tax (including those not controlled by the central Italian Tax Authorities, including, for example, 

local taxes),  

� the assessment of the existence of any abuse of the law or tax evasion. 

It can also be multiple, i.e. contain various questions. 

 

Functioning of the ruling 

The guidelines for the ruling will be established with a decree by the Minister of Economics and Finance that 

is to be issued within 60 days of the coming into force of the decree in question, similarly the department 

that is to respond will be identified by a respective disposition by the director of the Italian Tax Authorities 

within 10 days of the above mentioned Ministerial Decree. We imagine, nevertheless, that the Italian Tax 

Authorities will have to respond to the ruling within 120 days, which may be extended by a further 90 in the 

event of it having to acquire new documentation, and in the absence of a response, the tacit acceptance 

procedure shall apply on the conduct that the taxpayer intends to adopt as contained in the text of the ruling. 

In any case the response to the ruling is binding for the Italian Tax Authorities and the taxpayer (that will also 

be subject to controls by the authorities with regard to the truthfulness of the conditions it claimed to have 

in order to access the procedure and the business plan contained in the application). 
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Conclusions 

We are therefore waiting for both the Ministerial Decree and the Disposition of the Italian Tax Authorities, 

and at the same time we hope that more information will be offered about what is meant by the term 

“significant and durable increases in employment”.  

 

RAMENDMENTS TO THE RULES OF INTEREST CHARGES FOR IRES PURPOSES 

 

As of the 2013 tax year the amendments will come into force that the Growth and internationalisation decree 

has made to the rules contained in art.96 Tuir, the provision which governs the deductibility of interest 

charges in Ires taxpayers.  

Article 96 establishes the rule through which excess interest charges over interest income, is deductible in 

each tax year up to a limit of 30% of the GOI (the gross operating income from the operational management). 

The excess above this limit is considered non-deductible in the tax year but can be carried forward to the 

subsequent tax year and may be deducted if there is a sufficient GOI. 

There are essentially four interventions, that can be summarised as follows: 

� it is provided that that the calculation of the GOI will also include dividends received from foreign 

subsidiaries, in order not to penalise investments in foreign companies as an alternative to Italian 

companies; 

� there is an there is a repeal of the provision that enabled the deductibility limit of the interest charges 

to be calculated by including “virtually” in the national fiscal consolidation even foreign subsidiaries, 

in order to reflect also the GOI of said companies; although it aimed not to create imbalances 

between groups with Italian companies and groups with foreign companies, this regulation was 

exploited in the past and was thus repealed;  

� there is an repeal of the provision that limits the deductibility of interest charges on bonds negotiated 

in non “white list” Countries, which introduces coordination amendments in other regulations; 

� it defines in more detail the scope of the provision which allows property companies to deduct fully 

and without limitations the interest charges deriving from financing contracts secured by mortgages 

on properties that are to be rented out. 

 

The deductibility of interest charges in property management companies  

The amendment of greatest impact and prevalence is certainly the one which impacts the provision 

contained in paragraph 36, art.1 L. n.244/07 (Finanziaria for the year 2008) that is described in the last point 

of the previous list. 

In order to overcome the unfavourable interpretations of a previous regulation that was not very clear, the 

Lawmaker proceeded to define more clearly from a legislative perspective the scope of the above mentioned 

provision. 

In particular, it is specified that the recipients of the facilitating provision are “companies that run a property 

business”, meaning “those companies whose balance sheet asset value is made up mainly of the normal value 

of properties that are to be leased and with at least two thirds of revenues coming from rental fees or fees 

for leasing business divisions the overall value of which is made up mainly of the normal value of buildings”.  

Particular attention must be given to the reference to the normal value and not the registered accounting 

value of the property: this criteria, although it is not easy to define (in this regard a OMI values certainly 

represents a reference parameter), will extend the benefit of this facilitation even to parties who have 

already redeemed properties that were acquired through financial leasing contracts or who acquired them 
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many years ago, at registered financial statement values that are no longer in line with their actual market 

value. 

It should also be noted that in order to also facilitate companies that lease business divisions which include 

in a prevalent manner the property component (that is to be assessed again according to the criteria of the 

normal value), it is provided that the revenues parameter must also consider the respective rental payments 

for the leasing of the business division.  

 

NEW RULES FOR THE DEDUCTION OF BLACK LIST COSTS 

 

It has always been the case that costs sustained by companies based in tax havens (countries like Switzerland, 

the Principality of Monaco, Luxembourg, Hong Kong, etc.) are the object of scrutiny by the Tax Authorities: 

since taxation in these countries is normally much lighter than in Italy, receiving invoices from there could be 

a means of concealing manoeuvres to shift (and thus tax) in these tax havens profits that were actually 

produced in Italy. 

The Internationalisation decree intervenes on this subject matter, with provisions that are immediately 

applicable: art.5 establishes the following. 

 

Transactions at normal values are OK  

The new rules operates in an opposite manner compared to the previous provision: 

� while in the past the costs sustained by companies based in tax havens were considered non-

deductible, except in the case of the existence of specific exemptions; 

� today the costs sustained by said parties are considered deductible, on condition that they are 

sustained at a value that does not exceed the normal value. 

Generally, the normal value is understood to be the price or value that is applied on average for goods and 

services of the same type or similar goods and services, in conditions of free competition and and the same 

stage of commercialisation, in the time and place in which the goods and services were acquired or provided, 

and, in the absence of the latter, in the closest timeframe or place. For the determination of the normal value 

reference is made, where possible, to the price lists and tariffs of the party that provided the goods or services 

and, in the absence of these, reference should be made to the market reports and price lists of the chambers 

of commerce and professional fees, while taking into account trade discounts. 

In other words, if we were to put this more simply, if I purchase goods from Switzerland at a price that is the 

same as the one that would be applied by another Italian supplier, assuming that the transaction is 

completely real, I won’t run the risk of incurring objections from the Tax Authorities. 

However, even the new provision contains an exemption. It should in fact be noted that the, if said costs 

exceed the normal value, there is no risk of a total non-deductibility of the cost, as only the excess component 

will be considered non-deductible, unless one can demonstrate the actual economic interest behind using a 

supplier that is based in a tax haven (e.g. one would have to demonstrate that the specific good/service 

cannot be compared to others that could have been acquired at lower prices from other suppliers). 

 

In other words, to summarise the matter, while in the past one always had to demonstrate the economic rationale in 

conducting transactions with parties situated in countries with a preferential tax regime, now no such demonstration 

needs to be provided, if the transactions takes place at values that do not exceed the normal value. 
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It should be noted, however, that, although the regulation is now more favourable for taxpayers, by making 

the management of purchases easier, these costs are still kept under observation by the Tax Authorities, 

precisely because of the risk that this type of transaction may conceal attempts of evasion by taxpayers. 

As such as cautious management of documentation is required. 

Even in establishing the deductibility today the regulation requires that these are expenses and other 

negative components deriving from transactions “that actually took place”. 

Therefore, in any case, especially if we are dealing with transactions of a significant value, if one is to make 

purchases from parties based in tax havens it is best to keep a record of the transaction and all forms of 

supporting documentation, to demonstrate that the sale of goods/provision of services materially took place 

(e.g. copy of the contracts, exchange of e-mails and other correspondence, receipts of the bank transfers 

with which said transactions were paid, documents certifying the delivery of the goods, etc). 

 

INCREASE OF THE DEDUCTION LIMITS FOR ENTERTAINMENT EXPENSES 

 

Starting from the 2016 tax year there will be an increase of the levels for the forfeitary deduction of expenses 

considered to be for entertainment purposes. 

The Growth and internationalisation decree has  made the following amendments: 

1) it inserts, directly in art.108 Tuir, the brackets that were contained in the implementing act, in order 

to confirm the ceiling directly in the regulation; 

2) it increases the percentage deduction ceiling; 

The general requirement of the “matching principle” remains unprejudiced and is to be verified in accordance 

with the previous guidelines. 

 

The new deduction limits for entertainment expenses 

Entertainment expenses are deductible in the period they are sustained, if they conform with the 

requirements of the matching principle (D.M. 19 November 2008), including on the basis of the nature and 

destination of these. 

The deduction limit is commensurate to the total value of revenues and proceeds from the operational 

management of the company, according to the following tax rates: 

 

DEDUCTION LIMITS OF ENTERTAINMENT EXPENSES 

Brackets of revenues and other proceeds  Old % New % 

Up to 10 million euro 1.3 1.5 

Beyond 10 million and up to 50 million 0.5 0.6 

Beyond 50 million  0.1 0.4 

 

The provision on the basis of which expenses relating to goods that are freely distributable and have a unit 

value of no more than 50 euro remain deductible. 

The above limits can be updated with a simple ministerial decree. 

 

The new situation  

After the intervention the law is on the whole clearer, in that: 

� the regulation establishes the principle of deduction according to the matching principle; 

� the regulation also  establishes overall plafond di deduction; 
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� D.M. of 19 November 2008 establishes the criteria for determining the matching principle (the 

percentage limits present in this decree will be replaced, as of 2016, by the new ones that are directly 

inserted in the regulation). 

In particular, the decree helps operators, in that it provides: 

1) a list of expenses that are considered to be entertainment expenses, which must thus be subjected 

to the deduction ceiling; 

2) list of expenses that are not considered to be entertainment expenses, which are thus deductible 

according to the ordinary criteria of the Tuir. 

Finally, please note that the above mentioned expenses can be subject to additional limitations, as is the 

case, for example, for the cases of board and lodging. 

Since the new regulations will come into force next year, there will be a chance to provide clients with 

additional information when these are issued by the authorities. 

 

IT WILL BECOME EASIER TO DEDUCT LOSSES ON SMALL CREDITS AND CREDITS WITH PARTIES SUBJECT TO 

INSOLVENCY PROCEEDINGS 

 

Article 13, par. 1, 2 and 3 of the Internationalisation decree has introduced a series of amendments to the 

rules of losses on credits in terms of company income, in particular on the identification of the accrual period 

for charging to the financial statement losses on credits of modest dimension and losses on credits with 

debtors subject to insolvency proceedings and similar.  

In particular – starting from the 2015 tax year – the tax deduction of the loss on credits is admitted in the tax 

year in which it is charged to the Income Statement, even when the accounting registration takes place in a 

tax year subsequent to that in which the certain and precise elements required for tax deduction occur.  

 

The novelties with regard to the management of small credits 

Pursuant to art.101, par.5 d.P.R. n.917/86, for the purposes of the  fiscal deductibility of losses on credits, 

when the credit is modest and a period of six months has elapsed from the expiry of the payment deadline 

for the credit, the certain and precise elements required by the regulation always exist.  

The credit is considered to be of a modest size when its value does not exceed 5,000 euro for companies that 

generated a turnover or revenues of no less than 100,000,000 euro or a sum that does not exceed 2,500 euro 

for other companies. The deduction of actual or potential losses for these credits does not need any 

requirement other than the reporting in the income statement of the negative component.  

With Circular n.26/E/13 the Italian Tax Authorities clarified that companies that set aside to the income 

statement write-downs for masses of credits (thus with a summary non analytical valuation of the credits) 

must reduce the credit write-down provisions in the event of credits of a modest size that have expired by 

more than six months, since the write-down that was made in previous years is the objective requirement 

for the deduction of the loss of credits.  

However, in the event of the write-down not being made before the end of the tax year in which the six 

month expiry term accrues from the deadline of the payment of the credit, the loss would no longer have 

been deductible in subsequent tax years and it would have been necessary to wait for the limitation of the 

credit.  

In order to eliminate this excessive harsh treatment, starting from the 2015 tax year the internationalisation 

decree establishes that the deadline of six months represents the moment starting from which (dies a quo) 

the loss can be deducted fiscally: it is the correct adoption of the accounting principles which results in the 

cancellation of the credit from the financial statement, deriving from the financial year in which it was 
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charged to the income statement as a write-down, according to a decision by  the company’s directors. 

Therefore, even if, according to the correct application of the accounting principles the amount were to be 

charged to the income statement in a tax year after the one in which the six months elapse from the agreed 

payment deadline, the loss will be deductible in that tax year.  

 

Example  

The company Rossi Srl has a trade receivable of 2,200 euro from its customer Verdi Srl, which at 31 December 2014 

has not been collected, even though the payment deadline was 31 May 2014. During the preparation of the 2014 

financial statement the Board of Directors decides not to write-down the credit, since it is reasonably certain about 

being able to collect it in the future. However, at 31 December 2015 the credit has still not been collected and is 

considered non recoverable: according to the correct accounting principles the write-down should be charged to the 

income statement and is therefore deducted in the 2015 tax year. 

 

Debtors subject to insolvency proceedings and similar 

With regard to losses on credits with debtors subject to insolvency proceedings, to date the Tax Authorities 

had not expressed itself in a clear manner on the identification of the financial year in which the negative 

component was to be charged to the income statement. In particular, Circular n.26/E/13 had referred to the 

following requirements: 

� the registration of the loss must take place according to ordinary accrual rules, starting from the date 

of the sentence or disposition for the commencement the specific procedure or from the 

homologation decree of the restructuring agreement; 

� the extent of the loss to be registered must derive from documents prepared or homologated by a 

body involved in the procedure, such as the inventory prepared by the receiver, the plan for the 

insolvency proceeding, the balance sheet prepared by the liquidator, the report by the court-

appointed receiver, the real, personal or insurance guarantees. 

 

However, the creditor was left with the choice of the tax year it considered most advantageous for making the 

deduction, since there was no objective identification of the “certain and precise elements” that determine the non-

recoverablity of the credit. 

 

With the internationalisation decree there is a harmonisation of the system as it establishes that the 

deduction of the loss on credits is allowed to be registered in the financial statement according to correct 

accounting principles: therefore, the commencement of the procedure represents the date (dies a quo) from 

which the loss on a credit can be entered in the accounts.  

 

Moment as of which 

the debtor is 

considered to be 

subject to insolvency 

proceedings and 

similar 

� Bankruptcy: date of the declaratory sentence 

� Compulsory liquidation: date of the disposition which orders it 

� Creditors agreement: date of the authorising decree  

� Extraordinary administration of large companies: date of the decree which orders 

this 

� Restructuring agreements of homologated debts: date of the homologation decree 

� Certified financial consolidation plans: date the plan is registered in the Companies 

Register  

� Foreign procedures: date of commencement the procedure 
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Example   

The company Bianchi Srl has a trade receivable relating to an invoice that was issued in the 2014 tax year that amounts 

to 109,800 euro (90,000 euro + VAT at 22%) with its customer Neri Srl.  

On 30 September 2015 Bianchi Srl receives a certified email from the receiver which confirms that on 18 September 

2015 the Court of Modena declared the bankruptcy of the company Neri Srl.  

The creditor Bianchi Srl filed proof of its credit on 31 January 2016. In preparing the draft 2015 financial statement the 

Board of Directors of Bianchi Srl decides not to write-down the credit, since it deems there is a reasonable certainty 

of collecting the credit.  

Following the publication of the inventory and the half-yearly report which confirms the bankruptcy claim condition 

of Neri Srl, and as a result the certain and precise elements required for the deduction of the loss, the Board of 

Directors of Bianchi Srl register on 29 August 2016 the loss on credits for a value of 90,000 euro, since it considers the 

value of the VAT to be recoverable at the date of the bankruptcy discharge. 

 

� 

It should also be noted that the new regulation establishes, both with regard to small credits and credits with 

parties subject to insolvency proceedings (and the likes), a timeframe beyond which it is no longer possible to 

deduct the respective loss: this is the tax year in which the creditor must in all cases proceed with the 

cancellation of the credit as is the case, for example, with the limitation of the credit, the assignment of the 

credit to third parties, or as a result of a settlement that results in the write-off of the credit. 

 

 

NEW TAX REGIME FOR CREDITS WAIVED BY SHAREHOLDERS  

 

Amongst the various provisions contained in art.13 of the Internationalisation decree there is also a review 

of the fiscal treatment of shareholder credits of that are waived by shareholders. 

In particular, with the aim of avoiding tax avoidance, the Lawmaker has decided to subject to taxation the 

value of the contingent assets deriving from a waiver by shareholders to their credits for the value exceeding 

the respective fiscal value. 

The Lawmaker thus amended the content of art.88 Tuir by re-writing paragraph 4 which is replaced by par.4, 

4-bis and 4-ter. The paragraph which deals with the tax treatment f waived credits is par.4-bis. 

The provision will be applicable as o the tax year following that in which the decree in question comes into 

effect, therefore, for parties with tax years that coincide with calendar years, as of the 2016 tax year. 

 

Waiver of credits by shareholders   

There is a reformulation of the Ires treatment of waivers by shareholders to their credits with companies, 

with the new wording of art.88 par.4-bis Tuir being as follows: “the waiver by shareholders of credits is 

considered to be a contingent asset (which is therefore subject to taxation) for the part which exceeds the 

respective fiscal value”. 

Considering that, according to the prevailing legislation (which has not been amended) taxable income does 

not include payments in cash or in kind by the shareholder that are not repayable or capital grants, including 

those made through the waiver to the reimbursement of the amount that was loaned, with the new regime 

the contribution that is excluded from taxation is only that part of the waived credit which corresponds to 

the fiscal value of the shareholding, while the remainder is treated as a taxable contingent asset.   

This concept can be illustrated more clearly with an example. 
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Example  

A credit with the company equal to 100,000 euro is purchased by a shareholder for 70,000 euro. 

Thereafter, the credit is waived by the shareholder with the subsequent contingent asset for the company of 100,000. 

This contingent asset will receive the following tax treatment: 

with regard to the value of 70,000 euro (fiscal value of the credit) this will not be taxable since it considered a 

contribution; 

with regard to the remaining 30,000 (difference between 100,000 and 70,000) this will be a taxable contingent asset. 

 

This is obviously an amendment which is less positive for the taxpayer, as the same operation would 

previously not subjected any sum to taxation. 

 

Conversion of the credit to a shareholding  

The last line of the new par.4-bis of art.88 Tuir provides that the fiscal treatment described until here will 

also be reserved to the conversion of a credit to a shareholding irrespectively of the procedures followed and 

the accounting procedures adopted.  

In said cases the fiscal value of the credit is considered net of losses on any credits that are deductible for the 

creditor even if these are realised as a result of the conversion. 

 

Obligatory notification by the shareholder 

The Lawmaker also requires that the shareholder notify the company of the fiscal value  of its  credit, with 

his correspondence taking the form of a sworn declaration (and this obligation seems to apply even when 

the company is already aware of this figure, as in the event of a shareholder’s loan with a respective  

contract). In the event of this notification not taking place the fiscal value of the credit is assumed to be zero 

with the resulting taxation of the entire contingent asset. 

 

Effects for the shareholder  

There is also an amendment of  articles 94, par.6 and 101, par.7 Tuir, with the new version establishing that 

in the total value waived is to be added to the fiscally recognised cost of the shareholder’s stake up to the 

limit of the fiscal value of the waived credit. It follows that the waiver does not result in any taxation for the 

creditor. 

 

 

 

 

 

 

 

 

 

Please do not hesitate to let us know should you require any additional information or clarification on the 

above. 

 

Yours sincerely,  

 

 

        CH International (Italy) 


