
1

Doing business in Italy
In association with:

2016



2 2

Contents
Introduction  ................................................................................................................................................................................ 3

 – Country profile ................................................................................................................................................................... 4 
 
Legal overview  ........................................................................................................................................................................... 5 
 
Conducting business in Italy  ...................................................................................................................................................... 9 
 
Tax system  ............................................................................................................................................................................... 13 
 
Labour  ...................................................................................................................................................................................... 19 
 
Audit  ......................................................................................................................................................................................... 21 
 
Trade  ......................................................................................................................................................................................... 23 
 
Finance  ..................................................................................................................................................................................... 24 
 
Infrastructure  ............................................................................................................................................................................ 25

This Guide has been prepared jointly by HSBC Bank plc, Milan Branch and Grant Thornton for the purposes of providing a high-level general overview of the business 
environment in Italy for the information of businesses who may be interested in transacting or investing in Italy. Any transaction or investment in Italy, however, should 
only be undertaken based on professional advice specific to such transaction or investment.
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Introduction
This guide to doing business in Italy will provide foreign investors with an insight into the key aspects of 
undertaking business and investing in Italy. Italy’s diversified economy and strong manufacturing sector 
makes it attractive for foreign investors. Italy has a distinctive “industrial cluster” model, consisting of a dense 
group of small and medium-sized enterprises, each specialised in a specific production phase. Thanks to this 
model, Italian entrepreneurial initiative and creativity are highly developed. This business attractiveness is 
complemented by the fact that Italy is renowned for its rich art, cuisine, history, fashion and culture, its beautiful 
coastline and beaches, its mountains, and priceless ancient monuments. In fact, Italy is a top tourist destination 
and has more World Heritage Sites than any other country in the world.

Italy has the world’s eighth largest 
economy but was severely affected 
by the financial crisis of 2008-9; 
the effects of which can still be 
seen in the high public debt-to-GDP 
ratio of 132.3 per cent. GDP 
growth is expected to rise to 1 per 
cent in 2016 and 2017, helped by 
improvement in the labour market 
which will help to drive an increase 
in private consumption. 

The services sector is the largest 
component of GDP, representing 
approximately 74 per cent, with 
tourism forming the largest 
contributor. Approximately 23 
per cent of national income is 
derived from industry (including the 
construction sector) and a remaining 
small proportion (approximately 
two per cent) is generated from 
agriculture. The strongest industrial 

sectors are the engineering industry 
and textiles.

Agro-alimentary, machinery, apparel/
textiles, industrial design and 
furniture and furnishings production 
are critical sectors in terms of 
income, employment and number 
of overall firms in the economy. 
Furthermore, they also underpin 
Italian exports throughout the world 
and thereby make a significant 
contribution to the country’s trade 
balance. Italy has been a member 
of the WTO since 1995 and trades 
actively, ranking 10th in the world for 
export volumes. 

The government has adopted 
several new measures in recent 
years designed to improve future 
economic growth, which include:

• Reduction of public debt

• Privatisation of various state 
owned enterprises

• Liberalisation of certain industries 
such as commerce, transport 
and energy

• Implementation of pre-bankruptcy 
measures for the extra-judicial 
settlement of insolvency situations

While this guide makes reference to 
some of the most common issues 
investors might face, it must be 
noted that certain industries, such 
as the financial services sector, 
are subject to special regulation 
and therefore companies wishing 
to invest in this area should seek 
legal advice. 

The information in this publication is 
current at January 2016.
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Ease of Doing Business 
Topics 2016 rank 2015 rank Change in rank

Starting a business 50 48 -2

Licenses and Permits 86 79 -7

Getting Electricity 59 58 -1

Registering property 24 22 -2

Financing 97 90 -7

Protecting Investors 36 33 -3

Paying Taxes 137 137 No change

Trading Across Borders 1 1 No change

Enforcing Contracts 111 124 13

Resolving Insolvency 23 21 -2

Source: World Bank Group (Doing Business)

Country profile
Capital City Rome

Area 301,340 sq. km

Population 61.885 million

Language Italian

Currency Euro (EUR)

International dialling code + 39

National Holidays 2016 1 January – New Year’s Day

6 January – Epiphany

27 March – Easter Day

28 March – Easter Monday

25 April – Anniversary of Liberation

1 May – Labour Day

2 June – Republic Day

15 August – Assumption Day

1 November – All Saints’ Day

8 December – Feast of Immaculate Conception

25 December – Christmas Day

26 December – St. Stephen’s (Boxing) Day 

Business and Banking hours Businesses: 08:00 to 17:00

Banks: 09:00 – 18:00 

Stock exchanges Borsa Italiana 

Political structure Democratic Republic

Doing Business rank 2016 45
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Political and legal system
Italy is a democratic republic. The 
fundamental principles of the Italian 
legal system are enunciated in the 
Constitution of 1948. Constitutional 
laws are enacted by the Parliament 
with a qualified majority, according 
to a special procedure. The 
Constitution of the Italian Republic 
takes precedence and prevails over 
any other law and regulation in the 
country. A constitutional referendum 
will be held in October 2016; voters 
will be asked whether they definitely 
approve of a law reform which 
amends part of Italian Constitution.

In broad terms, the law reform 
provides for ending the so-called 
“perfect bicameralism” of 
Parliament, reducing number 
of senators from 315 to 100, 
abrogating municipalities and CNEL 
(Consiglio nazionale dell’economia 
e del lavoro), reforming the Title 
V of the Italian Constitution and 
amending other provisions relating 
to approval process of legislations 
and quorum of abrogative 
referendum. 

As a member of the EU, much 
of Italy’s law is governed by EU 
directives and regulations. 

The Parliament has two chambers: 
the Chamber of Deputies and 
the Senate of the Republic. The 
legislative power is currently jointly 
vested in both houses of Parliament; 
this status however may change 
depending on the outcome of 
the October 2016 constitutional 
referendum. Deputies and Senators 
are elected by direct universal 
suffrage for a five-year term.

The head of the Italian state is the 
President of the Republic who is 
elected by the Parliament sitting 
jointly with a small number of 
regional delegates. The President, 

elected for a seven-year term 
has no executive powers. The 
President serves as a point of 
connection between the three 
branches of power: he is elected 
by the lawmakers, he appoints the 
executive body, he is the president 
of the judicial system and he is 
also the commander-in-chief of 
armed forces. He appoints the 
Prime Minister and can dissolve 
the Parliament.

The Government is composed 
of the Prime Minister and the 
Ministers, who together comprise 
the Council of Ministers. This 
body has executive powers as a 
collegiate group.

The Italian territory is divided into 
20 regions. Five of these regions 
have a special autonomous 
status that enables them to enact 
legislation on some of their local 
matters. It is further divided 
into 110 provinces and 8,000 
municipalities. Local bodies are 
autonomous with regard to their 
finances within the limits of the 
national law and have the power to 
act statutorily in specific matters.

The Italian judicial system is based 
on the Roman law, amended by 
the Napoleonic code and later 
statutes. The Constitution embodies 
the rules of the organisation of 
the Government as well as the 
fundamental principles applicable 
under civil law to individual citizens 
and entities. The most important 
source of civil law is the Civil Code.

Pursuant to Art. 104 of the 
Constitution, “the judiciary 
constitutes an autonomous 
and independent organ and is 
not subject to any other power 
of the State”. This institutional 
independence is guaranteed 
by the ‘Consiglio Superiore 

della Magistratura’, which is an 
autonomous organ presided by 
the President of the Republic, 
composed of two members by right 
of law and by 24 elective members.

The Italian system of courts has 
two distinct categories: ordinary 
jurisdiction and special jurisdictions.

The ordinary jurisdiction is 
administered by career judges 
– provided for and governed by 
the laws regulating the system of 
courts – which are competent for 
civil and criminal matters, with the 
exclusion solely of those matters 
reserved to the jurisdiction of special 
judges. The special jurisdictions 
of the Italian legal system are the 
administrative, auditing, military and 
fiscal jurisdiction.

Exchange controls
Italy is a part of the European Union 
and has the euro as its currency; as 
such, it does not impose any foreign 
exchange controls. Banks and 
institutions are obliged to monitor 
incoming and outgoing movements 
of currency exceeding EUR10,000.

Money laundering regulations
Money laundering and terrorist 
financing are criminal offences 
under the Italian Criminal Code 
(ICC), detailed in Legislative Decree 
of Nov. 21, 2007, no. 231 concerning 
anti-money laundering law and 
terrorism financing. This decree was 
updated in January 2014 when two 
anti-money laundering regulations, 
issued by the Bank of Italy, entered 
into force, which deal with customer 
due diligence (“CDD”), and the 
keeping of the Single Financial 
Transactions Database (the 
“SFTD”), respectively. 

The anti-money laundering (AML) 
regime is enforced by the Ministry 
for the Economy and Finance 

Legal overview
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based on Bank of Italy supervisory 
actions, which applies financial and 
administrative sanctions. 

The Financial Intelligence Unit (FIU) 
is another body which plays a critical 
role in AML activities. It operates 
as an autonomous body within 
the Bank of Italy and is separate 
from the Ministry for the Economy 
and Finance and is responsible for 
obtaining, analysing and delivering 
data on suspicious transactions and 
is the point of connection with the 
State Policy and Judiciary system. 
The FIU has limited powers and can 
suspend transactions suspected 
of involving money laundering or 
terrorist financing.

Under Italy’s AML regime, banks, 
financial institutions, non-financial 
businesses and professionals must 
implement appropriate customer 
due diligence processes. These 
institutions must also report 
suspicious transactions to the FIU. 

Italy applies a EUR3,000 limit to 
cash transactions.

Breach of AML regulations can 
result in imprisonment for up to 
three years and a fine of between 
EUR5,000 – EUR500,000.

Data protection
Data protection in Italy is regulated 
in law by Legislative Decree no. 
196/2003 (Data Protection Code). 
This law applies to any and all data 
processing activities carried out in 
Italian territory. This includes data in 
transit through Italy, therefore also 
affecting foreign organisations that 
make use of equipment located 
within Italy. 

Personal data is defined as any 
information relating to natural 
persons that may directly or 
indirectly (ie by reference to other 
information) lead to identification 
of that individual. For instance, 
personal data is one’s first or last 

name, address, Tax ID as well as a 
picture, the recording of one’s voice 
or one’s fingerprint, or medical, 
accounting or financial information 
relating to that person.

According to the legislation, data 
processing can only be carried out 
by one of the following entities:

• Data controller: this is any 
person, organisation or agency 
which determines the purposes 
and means of processing and 
securing personal data

• Data processor: this is any 
person association or agency 
which processes data on behalf of 
a data controller

• Persons in charge of 
processing: these are persons 
authorised by the data controller 
to carry out processing operations

The main principles dictated by the 
legislation are as follows:

Personal data must be:

• Processed lawfully and fairly

• Collected for specific and 
legitimate purposes

• Accurate and updated

• Relevant to the stated purpose

• Kept no longer than necessary

The obligations imposed on data 
controllers are as follows:

• Provide subjects with prior 
information regarding the 
processing of their data

• Obtain consent from the subject 
where necessary

• Implement adequate mandated 
security measures

• Seek authorisation from the DPA 
when processing sensitive data

Intellectual Property Rights
Intellectual property is regulated 
by the Italian Patents and Trade 
Marks Office.

 

Under Italy’s 
AML regime, 
banks, financial 
institutions, 
non-financial 
businesses and 
professionals 
must implement 
appropriate 
customer 
due diligence 
processes.
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COPYRIGHT

Pursuant to Article 1 of Italian copyright law (“ICL”), all works having a creative character and belonging to literature, 
music, figurative arts, architecture, theatre or cinematography, whatever their mode or form of expression, are eligible 
for copyright protection. Indeed, the basic requirement for copyright protection under Italian law is the creative and the 
individual nature of the work. According to Italian law, copyright is automatic in Italy and though it can be registered, it is 
not necessary. 

Copyright can protect: books, films, music, sound recordings, newspapers, magazines and artwork as well as originally 
created typographical arrangements, databases, media broadcasts and computer programs. 

Under Italian law the authors of copyrighted works are granted with moral rights (to claim to be the author of the works 
without any distortion, mutilation or any other modification of the works, which would be prejudicial to his/her honour or 
reputation) and economic rights (to exploit the copyrighted works). 

Protection 
granted 

Copyright gives the owner moral rights to the work in perpetuity and economic rights to any 
monetisation of the work.

Infringements Acts that infringe copyright include: copying, performing in public, broadcasting, publishing or 
making any adaptations of the original piece of work.

Copyright can be enforced by the copyright holder through common law remedies and/or remedies 
given by the Copyright Act such as injunctions or monetary relief. 

Duration As a general rule, copyrights in Italy last until 70 years after the death of the author. However, the 
duration may vary for certain rights.

PATENTS

Patents are available for inventions that are new, applicable to industry and within the law. 

New inventions include processes, machines, manufacturing methods, a composition or any useful improvement. 
Patents cannot be issued to protect a scientific principle or theorem if it does not have a practical application. 

Protection 
granted 

Patents in Italy are protected by registration with the Italian Patents and Trade Marks Office and the 
European Patent Office. 

Infringement Patents give the owner exclusive rights to the production of the patented invention, and therefore 
infringement would constitute any unauthorised production or use of the design.

Duration 20 years from the filing date.

Utility models are protected for 10 years.
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TRADEMARKS

A trademark is used to distinguish the goods and services of one trader from another and can be granted for letters, 
numbers, words, phrases, sounds, smells, shapes, logos, picture and/or an aspect of packaging. The legal requirements 
include novelty, distinctiveness and lawfulness.

Protection 
granted 

The registration of a trademark confers the owner the absolute right to use it. The owner of a 
trademark can prevent third parties from using identical trademarks for products and services 
identical to those for which the trademark is registered.

Trademarks are regulated by the Italian Patents and Trademarks Office.

Infringement Infringement constitutes any unauthorised use of a pre-existing distinguishing mark. 

In Italy, a trademark can be protected administratively through a specific procedure of opposition to 
the definitive grant of the trademark.

Additionally, it can be protected through judicial action. A judicial action to protect the trademark 
can be to ascertain, to inhibit, to claim damages or to vindicate a claim when ownership of the 
trademark is contested.

Duration A trademark is valid for 10 years and can be renewed indefinitely. When the trademark is not used 
for five consecutive years by its owner it lapses.

DESIGNS

A design comprises the features of a product’s unique appearance including its shape, configuration pattern or 
ornamentation that are new and distinctive.

Protection 
granted 

To qualify for protection, an industrial design must be original and not have been published in Italy 
or elsewhere more than one year before the filing date.

Designs are protected in Italy through:

• Italian registration with the Italian Patents and Trademarks Office

• Community design registration with the Office for Harmonisation in the Internal Market (OHIM)

• International design registration with World Intellectual Property Organization (WIPO)

Design rights grant the owner the exclusive right to use and market the product, and the authority 
to take legal action against those who infringe these rights.

Infringement Infringement includes any unauthorised use of a registered design.

Industrial designs are enforced via an action for infringement, in a manner similar to that set out for 
copyrights, trademarks and patents.

Duration Five years from the date of registration provided the owner pays the necessary fees. The term can 
be renewed up to four times, up to a maximum of 25 years.
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Business entities
The different types of enterprises 
available for investors in Italy are:

• General Partnership 
(non-commercial) (Società 
semplice S.s.)

• General Partnership (commercial) 
(Società in nome collettivo S.n.c.)

• Limited Partnership (Società in 
Accomandita semplice S.a.s.)

• Private Company limited by shares 
(Società in Accomandita per azioni 
S.a.p.a.)  

• Joint Stock Company (Società per 
azioni S.p.A.)

• Limited Liability Company by 
Quota (Società a responsabilità 
limitata S.r.l.)

• Cooperative Societies (Società 
cooperative)

• Mutual Insurance Company 
(Mutue assicurazioni)

Generally, a foreign investor 
intending to conduct business in 
Italy incorporates a local subsidiary 
in the form of either an S.p.A or 
an S.r.l.

Joint Stock Company – 
Shares (S.p.A.)
The S.p.A. is the most commonly 
used business form in Italy by large 
companies. In an S.p.A, only the 
company is liable with its assets for 
company’s obligations. The partners’ 
participation shares are represented 
by share certificates.

Formation 
The company is established by 
contract or unilateral deed. The 
articles of association must be 
executed before a notary public 
and must disclose, among others, 
information about: 

• The shareholders’ personal data 
(such as name, surname, place 
and date of birth, etc)

• The numbers of shares 
subscribed by each of them

• The company’s object

• The amount of the capital 
subscribed and paid-in

• The value and the total number 
of shares, their characteristics 
and their modality of issue and 
circulation

In order to incorporate an S.p.A, it is 
necessary that the company’s share 
capital is fully paid-in.

The S.p.A documentation is verified 
by the Register of Companies. Once 
registered, the company acquires 
legal personality.

An S.p.A. can also be formed 
through public subscription on the 
basis of a prospectus indicating 
the object and the capital, the 
participation and the time limit 
within which the articles of 
association are to be executed. This 
programme is prepared and signed 
by the promoters and before making 
it public, it has to be notarized. 

Once the subscriptions have been 
collected, the subscribers have a 
time limit of one month to make 
the payment; within the following 
twenty days, the promoters call a 
meeting of the subscribers, during 
which they:

• Decide on the contents of the 
articles of association

• Decide on the share in the profit 
reserved by the promoters for 
their own benefit

• Appoint the directors and the 
statutory auditors or the members 
of the supervisory board

The meeting is validly convened 
with the presence of one half of 
the subscribers. After that, the 
subscribers execute the articles 

of association, which must be 
deposited in the Register of 
Companies, for the company to 
acquire legal personality.

Business name
The company’s name, however 
formed, shall include an indication of 
limited type (ie S.p.A.).

Minimum capital requirement
The capital of an S.p.A. cannot be 
less than EUR50,000. 

Management 
The management of the company 
exclusively belongs to the directors; 
non shareholders of the company 
can also be appointed managers. 
The board of directors may delegate 
its functions to an executive 
committee formed by one or more 
of its members. The executive 
committee must make sure the 
organisation, administrative and 
accounting structures are adequate. 
The executive committee reports to 
the board of directors and the board 
of auditors at least every six months.

Resolutions from the board of 
directors cannot be approved unless 
the majority of directors are present 
at the office.

Directors cannot acquire the status 
of partners with unlimited liability 
nor be appointed directors or general 
managers in competing companies, 
nor carry out competing activities for 
their own account or for the account 
of third parties.

Board of statutory auditors
A board of auditors (‘Collegio 
Sindacale’) comprising three 
or five independent auditors 
should be employed. In addition, 
two substitute auditors have 
to be appointed. At least one 
regular statutory auditor and one 
substitute statutory auditor must be 

Conducting business  
in Italy
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selected among those registered 
in the register of examiners of 
accounts established with the 
Ministry of Justice. The board of 
statutory auditors shall supervise 
the observance of the law and 
shall make sure the organisation, 
administrative and accounting 
structures adopted by the company 
are adequate and functioning.

The board of statutory auditors shall 
meet at least every ninety days; 
should an auditor fail to attend two 
meetings during a company fiscal 
year without justifiable reason, he 
forfeits his office.

Filing requirements
Italian companies must file their 
balance sheet and a list of their 
shareholders annually with the 
Companies’ Register. 

Limited Liability Company by 
Quota (S.r.l.)
The S.r.l. is most suitable for small 
and medium-sized companies 
with a limited number of partners. 
Indeed, it allows more flexibility and 
autonomy for its members. An S.r.l. 
cannot issue shares or be listed on a 
stock exchange. In an S.r.l., only the 
company is liable with its assets for 
the company’s obligations.

The participation of the shareholders 
cannot be represented by share 
certificates so it is expressed in 
“quotas” hence the name of the 
participants: the “quota-holders”.

Formation 
The company has to be established 
by public act or unilateral deed. 
The articles of association must 
be drafted by public deed before a 

notary public, which must contain, 
among others, the following 
information:

• Partners’ personal data

• Company’s business name, 
including the indication of 
registered office

• Company’s object

• The amount of capital subscribed 
and paid-in

Business name
The company name, however 
formed, shall include an indication 
of limited liability company status 
(ie S.r.l.).

Minimum capital requirement 
The capital of an S.r.l. cannot be 
lower than EUR10,000. Unless 
the articles of association provide 
otherwise, the contribution must be 
made in cash.

At the time of execution of the 
articles of association, at least 
25 per cent of the contribution in 
cash must be executed; should 
the company be incorporated by 
unilateral deed, the full amount of 
the contribution has to be paid in. 
In the case of a company founded 
by a single quota-holder, 100 per 
cent of the capital must be paid-in 
at that time.

There is also the possibility to 
constitute a simplified limited 
liability company. In that case, 
the amount of the share capital 
is at least equal to EUR1 and no 
more than EUR10,000, subscribed 
and fully paid on the date of the 
constitution. Compared to the 
standard S.r.l., the simplified 

form has some restrictions 
concerning the company’s 
structure and functioning.

Management 
The management of the company 
is entrusted to one or more of its 
members, unless otherwise set 
forth in the by-laws. When the 
management is entrusted to more 
than one member, the managers 
form the board of directors.

The directors have the power to 
represent the company and are 
jointly liable to the company for 
the damages deriving from the 
non-observance of their duties.

Board of statutory auditors
The incorporation deed may 
stipulate the appointment of a 
controlling body or a Registered 
Auditor. The controlling body 
will consist of a single Statutory 
Auditor or a board of three 
Statutory Auditors.

The appointment of a controlling 
body is compulsory when, in 
the first fiscal year or, thereafter, 
for two subsequent fiscal years, 
it has exceeded two of the 
following limits:

• Total assets in the annual 
accounts: EUR4,400,000 

• Revenues from sales and 
services: EUR8,800,000

• Average number of people 
employed during the fiscal year: 50 

Filing requirements
Italian companies must file their 
balance sheet annually with the 
Register of Companies. 
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General Partnership  
(non-commercial) (S.s.)
In General Partnerships 
(non-commercial), the contract is not 
subject to special formalities, except 
for those required by the nature of 
the property contributed. Unless 
otherwise agreed, the contract of 
partnership can be modified only by 
the consent of all partners.

Each partner is required to make 
the contributions specified in the 
contract of partnership. If the 
contributions are not specified, it 
is presumed that the partners are 
required to contribute, in equal parts, 
what is necessary in order to attain 
the objectives of the partnership.

In the same way, the shares of the 
partners in the profits and losses are 
supposed to be in proportion to their 
contributions; if the amount of the 
contributions is not specified in the 
contract, then they are supposed to 
be equal among the partners.

A partner cannot use assets of the 
partnership for purposes unrelated 
to those of the partnership without 
the consent of the other partners.

The Partnership can be dissolved:

• By expiration of the period fixed 
for its duration (however, should 
the members continue to carry 
out the company’s operations, 
the partnership duration is tacitly 
extended for an indefinite period 
of time)

• By the attaining of the 
partnership’s objective or because 
of the impossibility of attaining it

• By the consent of all partners

• When a plurality of partners does 
not exist any longer, unless it is 
re-established within six months

• For other dispositions set forth 
by contract.

General Partnership 
(commercial) (S.n.c.)
In a General Partnership 
(commercial) all partners are jointly 
liable for an unlimited amount, 
for the partnership’s obligations. 
Any contrary stipulation has no 
effect before third parties. Until 
the General Partnership is not 
filed in the Register of Companies, 
relationships between the company 
and third parties is ruled by legal 
standard of General Partnership 
(non-commercial).

A partner cannot carry out an 
activity in competition with that of 
the partnership for his own account 
or for anybody else’s without the 
consent of the other partners; 
nor can he participate in other 
competing partnerships as a partner 
with unlimited liability.

No distribution of money can take 
place among the partners, except 
for profits actually made.

If there is a loss, no distribution 
of profits can take place until the 
capital is restored or reduced by a 
corresponding amount.

A General Partnership operates 
under a business name consisting 
of the name of one or more partners 
with an indication of the general 
partnership status (ie S.n.c.). 

The managers who have the power 
to represent the General Partnership 
can perform all acts falling within 
the object of the partnership. 
The S.n.c. has to keep books and 
accounting records.

A General Partnership can be 
dissolved using the same methods 
as the Informal Partnership. 
Alongside this, General Partnerships 
can also be dissolved by the 
public authorities in the cases 
contemplated by law and by 
declaration of bankruptcy.

 

Companies 
formed abroad, 
which establish 
one or more 
branch offices 
with permanent 
establishment 
within the 
territory of the 
Italian State, 
are subject, 
for each of 
such branches, 
to the 
provisions of 
Italian law.
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Limited Partnership (S.a.s.)
In a Limited Partnership there are 
general partners and special ones: 
the general partners are jointly 
liable and without limit for the 
partnership’s obligations. The special 
partners, however, are only liable to 
the extent of the quotas contributed 
by them. The participations of the 
partners cannot be represented by 
share certificates.

The provisions relating to General 
Partnerships apply to Limited 
Partnerships as well; the general 
partners have the same rights and 
duties as the partners in a General 
Partnership.

The Limited Partnership operates 
under a business name, consisting 
of the name of at least one of the 
general partners with an indication 
of the limited partnership status 
(ie S.a.s.). 

The managers of a Limited 
Partnership can only be chosen 
among general partners. Special 
partners cannot perform acts of 
management or conclude business 
in the name of the partnership; if 
they do so, they become unlimitedly 
and jointly liable towards third 
parties with the general partners for 
the partnership’s obligations. 

In addition to the causes of 
dissolution previously referred 
to with regard to the General 
Partnership (commercial and 
non-commercial) a Limited 
Partnership can be dissolved when 
all general partners or all special 
partners have left, unless the 
lacking partner is replaced within 
six months. 

Private Company limited by 
shares (S.a.p.a.)
A Private Company limited by shares 
is similar to a Limited Partnership in 
that there are general and special 
partners. The general partners are 
unlimitedly and jointly liable for the 
partnership’s obligations; however, 

the special partners are liable 
within the limit of the portion of the 
capital subscribed.

Unlike a Limited Partnership, in a 
Private Company limited by shares 
the proportionate participation 
of members is represented by 
the shares.

The rules relative to Limited 
Companies (ie S.p.A.) apply to a 
Private Company limited by shares. 

The Private Company limited by 
shares operates under a business 
name, consisting of the name of at 
least one of the general partners 
with an indication of the partial 
limited partnership by shares 
status type. 

The general partners are directors by 
operation of law and are subject to 
the same duties as the directors of a 
Limited Company (ie S.p.A.).

Other entities
Cooperative Societies
Cooperative Societies have variable 
capital and mutual purposes.

Having mutual purposes means 
that Cooperative Societies perform 
their activity in favour of their 
members, consumers or users of 
assets or services or they use, in 
the performance of their activity, 
the working services or the 
contributions of assets or services 
of their members.

The principle of equal treatment 
among the members must always 
be respected during the constitution 
and carrying out of mutual 
relationships. 

The provisions concerning Joint 
Stock Company – S.p.A. apply to 
Cooperative Societies as well.

Cooperatives with less than 
20 members and less than 
EUR1 million in assets can apply the 
rules on Limited Liability Companies 
by Quota – S.r.l. (as long as they 

are compatible). If they decide to 
apply the rules on Limited Liability 
Companies they must include a 
special provision in their articles 
of association.

The company name, however 
formed, shall include an indication 
of its status as a cooperative.

In order to establish a Cooperative 
Society, at least nine members are 
required. When the society adopts 
the provisions applicable to Limited 
Liability Companies, the minimum 
number of members required 
is three.

If, after the company’s 
establishment, the number of 
members is reduced below the 
statutory minimum requirements, 
it must be reintegrated within one 
year; otherwise, the company is 
dissolved and put into liquidation.

Mutual Insurance Companies
In Mutual Insurance Companies, 
membership can only be 
acquired by becoming insured 
by the company and it is lost on 
termination of the insurance. The 
members are required to pay fixed 
or variable dues, according to what 
is determined in the articles of 
association. This kind of company 
is subject to the same rules as 
Cooperative Societies.

Branch of a foreign company 
Companies formed abroad, which 
establish one or more branch offices 
with permanent establishment 
within the territory of the Italian 
State, are subject, for each of such 
branches, to the provisions of 
Italian law.

In particular, they have to keep 
and update accounting books and 
registers in compliance with Italian 
Law. If the company formed abroad 
is of a type different from those 
regulated by the Italian Civil Code, 
then it is subject to the rules on 
Joint Stock Company – S.p.A. 
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Foreign investors are likely to be 
affected by the following direct and 
indirect taxes:

Direct taxes 
• Corporate income tax (IRES)

• Personal income tax (IRPEF) 
– plus regional and municipal 
additional taxes

• Regional tax on productive 
activities (IRAP).

Indirect taxes
• Value added tax (VAT – IVA 

in Italian)

• Registration tax

• Inheritance and gift taxes

• Cadastral and mortgage taxes

• Municipal tax on real estate 
properties owned in Italy (IMU)

• Wealth tax on real estate 
properties owned outside of 
Italy (IVIE)

• Wealth tax on financial 
investments owned outside of 
Italy (IVAFE)

Corporate income tax
Scope
Corporate income tax is governed 
by the Income Tax Code (TUIR), 
introduced by the Presidential 
Decree no. 917 dated 22 December 
1986. Corporate income tax applies 
to resident and non-resident 
companies with Italian permanent 
establishments.

Resident companies are taxed on 
their worldwide profits. Companies 
are considered as resident in Italy 
if, for the greater part of the year, 
they have had their legal seat, place 
of effective management or main 
business purpose in Italy. The place 
of incorporation is not relevant.

Non-resident companies are 
subject to Italian tax only on income 
generated in Italy.

On the basis of the Income Tax 
Code, Art. 73, corporate income tax 
applies to:

• Joint Stock Company Company 
(Shares) – (S.p.A.)

• Limited Liability Company by 
Quota – (S.r.l.) 

• Private Company limited by shares 
– (S.a.p.a.)

• Cooperative Societies

• Mutual Insurance Companies

General Partnerships 
(non-commercial) (S.s.), General 
Partnerships (commercial) (S.n.c.) 
and Limited Partnerships (S.a.s.) – 
commercial or not commercial – are 
not subject to corporate income tax. 
The partners of these three types 
of partnership are taxed on their 
share of the partnership’s profits, 
according to their own tax rates.

The taxable period for corporate 
income tax purposes is the financial 
year of the company, as determined 
by the law or by the articles of 
incorporation. 

Tax rate
The tax rate applicable for corporate 
income tax is 27.50 per cent. 

Starting from 2017, the tax rate will 
decrease to 24 per cent. From 2017, 
the overall tax rate for credit and 
financial institutions will be 27.5 per 
cent (ie 24 per cent standard rate 
plus 3.5 per cent additional rate).

Companies are also subject to a 
regional tax on productive activities 
(IRAP); this is only levied on 
Italian-source income. The rates 
vary depending on the activity. 
Furthermore, each of the 20 Italian 
regions may increase or decrease 
the rate of IRAP by a maximum 
of 0.9176 percentage point. 
Companies generating income in 

Tax system

The tax rate 
applicable 
for corporate 
income tax is 
27.50 per cent.
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more than one region can allocate 
their tax base for IRAP purposes 
among the various regions in the 
IRAP tax return. 

Taxable income
All income derived by resident 
companies is considered business 
income and subject to corporate 
income tax. The taxable base is the 
worldwide income shown in the 
income statement prepared for the 
relevant financial year according to 
the company law rules and adjusted 
according to the tax law provisions. 
Withholding taxes paid are 
deducted from the final corporate 
income tax due.

As a general rule, costs and 
expenses may be deducted only if 
they are incurred for the production 
of income and have been entered in 
the income statement pertaining to 
the relevant financial year. This rule 
does not apply to certain deductible 
items such as interests paid, 
dividends paid and costs incurred 
for immovable properties which are 
not business assets – the deduction 
of interests is subject to limitations, 
while dividends paid and costs 

incurred for immovable properties 
which are not business assets are 
not deductible.

Losses
Tax losses can be carried forward 
for IRES purposes and used to 
offset income in the following tax 
periods without any time limit. Tax 
losses can only be offset against 
taxable income for an amount not 
exceeding 80 per cent of the taxable 
income itself. Thus, corporations 
are required to pay IRES on at least 
20 per cent of taxable income. Tax 
losses arising in the first three years 
of activity can be offset against 100 
per cent of taxable income. Losses 
cannot be carried back.

If both of the following 
circumstances occur, losses cannot 
be carried forward:

• The majority of the voting rights of 
the company is transferred

• In the financial year in which the 
transfer occurs or in the two 
preceding or following years, 
the activity of the company has 
changed from the one originating 
the losses

This limitation does not apply if 
the transferred company, in the 
two financial years preceding 
the transfer:

• Had no less than 10 employees 
in the financial year preceding the 
transfer, has produced an amount 
of gross receipts and incurred 
costs for employment higher than 
40 per cent of the average of the 
two preceding financial years

Foreign losses are taken into 
account in determining taxable 
income if a specific option for the 
worldwide tax consolidation group is 
exercised.

Capital gains 
Capital gains are typically included 
in the tax base and taxed at the 27.5 
per cent corporate income tax rate. 
Nevertheless, capital gains derived 
from the sale of participations are 95 
per cent exempt from taxation if the 
following requirements are met:

• The participation has been held for 
at least 12 months

• The participation is classified as 
a financial fixed asset in the first 
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financial statement following the 
acquisition of the participation

• The company in which the 
participation is held is not resident 
in a ‘tax haven’

• The company in which the 
participation is held carries out a 
business activity 

Withholding tax 
Dividends distributed by companies 
to Italian entities are 95 per cent 
exempt from corporate income tax. 
Dividends paid to a non-resident 
corporation are subject to a 26 per 
cent final withholding tax (with a 
partial potential refund of foreign 
tax paid available). This rate may 
also be reduced under the EU 
parent-subsidiary directive. 

Italian source interest payments to a 
non-resident are generally subject to 
a 26 per cent final withholding tax. 

Royalties paid to non-residents are 
subject to a 30 per cent withholding 
tax calculated on 75 per cent of the 
gross royalty. 

Withholding tax rates on the above 
may be reduced under an applicable 
tax treaty and in many cases fully 
exempted. 

Groups
Groups of companies are able to 
benefit from tax consolidation, 
allowing the offsetting of profits and 
losses across members of the same 
group of companies. 

Transfer pricing 
Transactions between resident and 
non-resident enterprises whereby 
the non-resident directly or indirectly 
controls the resident company or 

both are controlled by the same 
entity should be assessed on the 
basis of the arm’s length principle. 
Whether a company is controlled 
is dependent on whether there is a 
presence of ‘dominant influence’. 

Companies may comply with 
specific Italian transfer-pricing 
documentation; such documentation 
consists of the Masterfile and the 
Country Specific Documentation.

In such a case, transfer pricing rules 
provide for a penalty protection 
regime in case of a transfer pricing 
audit, provided that the taxpayer 
has prepared proper documentation 
detailing the compliance of 
inter-company transactions to the 
arm’s-length principle. 

The 2016 Budget Law 
includes provisions introducing 
country-by-country (CbC) reporting 
for Italian parent multinational 
enterprises (Italian MNEs) in line 
with Action 13 of the OECD’s 
Base Erosion and Profit Shifting 
(BEPS) project.

Italian MNEs with annual 
consolidated revenues of at least 
EUR750 million must comply by 
filing an annual CbC report that 
includes specific financial data 
covering key measures of economic 
activity by territory.

Transfer pricing rules do not apply to 
domestic transactions. 

Thin capitalisation 
While Italy does not have 
any legislation regarding thin 
capitalisation, net interest expenses 
are deductible only up to an amount 
equal to 30 per cent of earnings 

before interest, taxes, depreciation 
and amortisation. 

Controlled foreign companies 
Under the controlled foreign 
companies rules (ie CFC rules), if 
any company controls, directly or 
indirectly, a company established 
in a country with a preferential tax 
regime, the company’s share of the 
income of the controlled company 
must be attributed to the parent 
company. 

The CFC rules apply to controlled 
companies resident or established 
in states or territories, other than 
those in the EU or EEA, that have 
an effective exchange of information 
with the Italian tax authorities, 
whose ordinary or special tax 
regime set a nominal level of 
taxation that is lower than half the 
nominal Italian tax rate.

Italian companies can be excluded 
from the CFC rules providing 
adequate evidence of at least one of 
the following: 

• The foreign company is mainly 
and effectively engaged in sales 
and/or industrial activities in the 
‘market’ of the foreign host state 
or territory

• No less than 75 per cent of all the 
proceeds of the CFC have been 
taxed in jurisdictions that are not 
tax privileged countries

The exclusion from CFC rules 
may be achieved by means of an 
advance tax ruling, provided that 
the taxpayer can give adequate 
evidence of the above-mentioned 
conditions.
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Furthermore, CFC rules apply 
even if the controlled company is 
not established in a country with 
a preferential tax regime, if the 
following requirements are met:

• The tax rate that the company is 
subject to is lower than half the 
rate that would be applicable in 
Italy

• More than 50 per cent of their 
income is passive income or 
arising from intercompany 
activities

In such a case, the CFC rules do not 
apply if the company can prove that 
the foreign entity does not represent 
an artificial structure aimed at 
achieving an undue tax advantage. 
The exclusion from the CFC regime 
may also be achieved by filing an 
advance tax ruling.

Administration 
Companies must keep regular 
accounting records according 
to the Italian Civil Code and the 
generally accepted accounting 
principles (Italian GAAP/IAS – 
IFRS). Furthermore, they have 
to comply with Italian tax rules 
and file the relevant tax returns 
to the competent tax authorities. 
Companies can use either the 
calendar year or the financial year 
as their tax year. 

Corporate income tax returns must 
be filed by the end of the ninth 
month following the end of the 
company’s fiscal year. Companies 
must make advance tax payments 
equal to 100 per cent of the 
corporate income tax due for the 
preceding fiscal year.

Taxpayers are allowed to reduce 
advance payments when they 
expect the overall amount of income 
tax due for the tax period (which the 
advance instalments refer to) will 
be lower than the one computed 
according to the ‘historical method’. 
Should the effective tax burden 

be higher than the one forecasted, 
penalties apply on the difference. 
Any exceeding tax according to the 
tax return may either be carried 
forward or provided as a refund.

Companies must file their 
annual corporate income tax 
returns electronically within nine 
months following the end of the 
financial year. 

Incentives
A number of tax incentives have 
been established in various Italian 
regions in order to attract new 
industries, mostly in southern Italy.

Tax credits and incentives, under 
specific circumstances, are given to 
companies that increase the number 
of their employees and that invest 
in R&D.

A new ‘patent box’ regime grants an 
exemption for corporate and regional 
tax purposes in respect of income 
sourced from intangible assets such 
as trademarks, patents and other 
intellectual property. In 2015 and 
2016 the exemption is, respectively, 
30 per cent and 40 per cent of the 
relevant income. Starting from 2017 
it will be 50 per cent.

Additional corporate tax depreciation 
is granted for new investments on 
fixed tangible assets purchased 
from 15 October 2015 to 31 
December 2016. In particular, the 
related cost is increased by 40 per 
cent, bringing the taxable basis 
of the asset to 140 per cent. The 
eligible assets are those whose tax 
amortization rate is higher than  
6.5 per cent. 

Italian companies and permanent 
establishments of non-resident 
companies are entitled to an income 
tax deduction, calculated as a 
percentage of the annual increase 
in a company’s net equity (notional 
interest deduction or allowance for 
capital expenditure – ACE). New 
equity is calculated through a sum 

of positive and negative equity 
adjustments occurring after 2010. 
Examples of positive adjustments 
include cash injections and retained 
earnings allocated to reserves. 
Negative adjustments include 
assignments to shareholders. The 
deduction is set at 4.75 per cent 
for 2016. 

Starting from 2017 the deduction 
rate will be established by a decree 
issued by the Ministry of the 
Economy and Finance.

Personal income tax (IRPEF)
Scope 
Personal income tax is governed 
by the Income Tax Code (TUIR), 
introduced by the Presidential 
Decree no. 917, dated 22 December 
1986. Tax is imposed on net income 
earned and applies to resident and 
non-resident individuals. Resident 
individuals are taxed on their 
worldwide income. Non-resident 
individuals are subject to the Italian 
tax only on income produced in Italy 
or deriving from properties located 
in Italy. An individual is deemed to 
be resident if he/she is registered 
at the Italian Civil Registry or is 
domiciled or resident in Italy for 
more than 183 days in a year. 

Taxable income
On the basis of the Income Tax 
Code, there are six categories of 
taxable income:

• Income from land and buildings

• Income from capital

• Income from employment

• Income from self-employment

• Business income

• Miscellaneous income

Tax is levied on the aggregate 
taxable income resulting 
from the sum of net incomes 
pertaining to each of the categories 
described above.

The individual taxpayer is entitled 
to deduct from the gross IRPEF 
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tax due an amount equal to 19 per cent or 26 per cent of 
selected expenses, such as:

• Medical and surgical expenses (19 per cent)

• Mortgage interests paid for the purchase of the principal 
home (19 per cent up to EUR4,000 per year)

• Donations to charitable institutions (26 per cent)

These deductions must be properly documented.

The taxpayer is also entitled to personal tax allowances in 
the form of a tax credit for dependent family members. 
The credit amount depends on the number of family 
members and it is subtracted from the IRPEF tax 
calculated on gross income. Non-resident individuals 
cannot benefit from most of the personal tax allowances.

Tax rates
Personal income tax is levied in a progressive way, 
according to the rates provided for by Art. 11 of the 
Income Tax Code.

The IRPEF brackets are shown in the chart below:

Table income 
(EUR)

Rate  
(%)

Cumulative IRPEF  
(EUR)

0 – 15,000 23 23% on the total amount

15,001 – 28,000 27 EUR3,450 + 27% of the 
amount exceeding 15,000, 
within 28,000

28,001 – 55,000 38 EUR6,960 + 38% of the 
amount exceeding 28,000, 
within 55,000

55,001 – 75,000 41 EUR17,220 + 41% of the 
amount exceeding 55,000, 
within 75,000

Over 75,000 43 EUR25,420 + 43% of the 
amount exceeding 75,000

Up to 31 December 2016, a solidarity contribution of three 
per cent applies to individuals who declare a yearly total 
gross income higher than EUR300,000. The additional 
taxation is applicable only to the amount exceeding the 
said threshold of EUR300,000.

Variable compensation paid to an executive/manager in 
the financial sector is subject to an additional tax of 10 
per cent. The taxable basis of such an additional tax is 
calculated on the amount of the variable compensation 
exceeding the base salary.

In addition to IRPEF, individuals resident in Italy may be 
required to pay regional and municipal additional taxes 

depending (also with reference to the rates) on the region 
and municipality in which the individual resides.

• Regional additional tax rate varies between 0.7 per cent 
and 3.3 per cent

• Municipal additional tax applies at a rate not higher than 
0.90 per cent

Administration 
The personal income tax year is the calendar year. Income 
tax returns should be filed by 30 September. 

Income tax must be paid through two advanced payments 
and one final balance:

• The first advanced payment is equal to 40 per cent of 
the tax due for the previous year and it must be paid by 
June 16 

• The second advanced payment is equal to 60 per cent 
of the tax due for the previous year and it must be paid 
by November 30

• The balance for the income earned in the preceding 
calendar year is equal to the actual income tax due 
minus the advanced payments

Taxpayers are allowed to reduce advance payments when 
they expect the overall amount of income tax due for the 
tax period (which the advance instalments refer to) will be 
lower than the one computed according to the ‘historical 
method’. Should the effective tax burden be higher than 
the one forecasted, penalties apply on the difference.

Other taxes
Value Added Tax
VAT is levied on the supply of goods and services in Italy 
and on imports into Italy. The standard tax rate is 22 per 
cent, with reduced rates of four per cent, five per cent 
and 10 per cent available for certain categories of goods 
and services. Furthermore, exemptions without credit 
are available for financial services, medical services, 
gaming etc. Intra-community sales of goods, exports and 
international services are VAT zero-rated transactions. 
Transfer of going concern (TOGC) and contribution of 
assets to a company are out of scope of VAT.

Any taxpayer carrying out activities subject to Italian VAT in 
Italy is required to register and receive a VAT number and 
tax identification code. 

Taxpayers are currently required to submit VAT returns 
electronically by the end of September. 

Starting from VAT returns for 2016, to be submitted in 
2017, the filing deadline is set at the end of February. 
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Registration tax
Registration tax is levied on deeds 
either executed in Italy or regarding 
real estate or a business located in 
Italy. The tax levied is either a fixed 
amount of EUR200 or a proportional 
rate, depending on the nature of the 
good and the deed. 

Inheritance and gift taxes
Inheritance and gift taxes are 
applicable to both residents and 
non-residents and are levied on 
the value of the assets. The rates 
depend on the relationship between 
the donor and the recipient. 

Cadastral and mortgage taxes
Cadastral and mortgage taxes 
apply when immoveable property 
is transferred, alongside if it is 
inherited or given as a gift. The 
cumulated tax rate is generally three 
per cent, although a fixed amount 
of EUR50 applies if the immovable 
property is classified as a ‘primary 
home’. 

Wealth tax
A wealth tax (IVIE) is levied on real 
estate held abroad by Italian tax 
residents at a standard rate of 0.76 
per cent. A lower rate of 0.4 per cent 
will apply to principal residences. 
Financial assets held abroad by an 
individual resident in Italy are taxed 
at 0.2 per cent of the market value. 

Property tax 
A tax is levied on Italian real estate; 
the rate depends on the municipality 
where it is located. The taxable base 
is calculated from the cadastral value 
attributed to the property. 

Waste tax – TARI
TARI is a tax imposed on property 
owners for the collection and 
recycling of waste. 

Services tax – TASI
TASI is the municipal tax levied for 
the provision and use of municipal 
services, eg street lighting and 
cleaning. TASI is paid by both the 
owner and tenant of a building.
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Italian employment relations are 
governed by provisions found in 
the Constitution of Italy, the Italian 
Civil Code, statutory regulations and 
special laws. Furthermore, collective 
labour agreements will also contain 
further mandatory requirements for 
employment relationships. 

The minimum working age is 
16 years old, provided the person 
has completed compulsory 
schooling. Special protections are 
in place to protect the work of 
minors and prevent exploitation. 

Employment contract
Labour contracts in Italy are 
considered indefinite unless 
specified in the contract. Fixed 
term contracts are justified in the 
following circumstances:

• Seasonal work

• Replacement of employees on 
sick or maternity leave

• Extraordinary or occasional work

There are several types of “special 
contract”, which include the 
following:

• Apprenticeships

• Part-time contracts

• Work training contracts

• Fixed-term contracts

• Domestic work

• Work with temporary agencies 
and contracts for managers

While written employment contracts 
are not mandatory for all types of 
contracts, employment relationships 
are typically governed by individual 
employment agreements 
Accordingly, when commencing 
employment, the employer must 
inform the employee in writing of 
the following details within 30 days:

• Identity of parties

• Place of work

• Date of contract start

• Contract duration

• Probationary period if applicable

• Job title or category

• Wage

• Duration of paid holidays

• Working hours

• Notice period

Minimum wage 
There is no statutory minimum 
wage under Italian law, although 
the Constitution does include the 
right of workers to a wage that is 
sufficient to guarantee a decent 
lifestyle for themselves and their 
family. Most workers are covered 
by minimum wage requirements 
established through collective 
bargaining agreements.

Working time and leave
The maximum working time in 
Italy is established by Article 36 of 
the constitution. It stipulates that 
working hours must not exceed 
eight hours per day or 40 hours 
per week. Any work beyond 
40 hours per week is considered 
overtime, and specific authorisation 
from the Department of Labour 
must be given to work over 
48 hours per week. 

Overtime limits vary depending 
on collective agreements made 
by unions. Where no collective 
agreement is in place, overtime 
must be agreed between the 
parties, but cannot exceed 
250 hours per year.

The Constitution states that 
overtime pay must be an increase 
on regular pay by a minimum of 
ten per cent. Additional provisions 
made by the government that apply 
overtime rates to other components 
of salary, such as cost of living 
bonus and allowances for night shift 

mean that overtime pay is typically 
up to a 30 per cent increase.

All workers are entitled to one rest 
day per week, of at least 24 hours. 
National holidays are observed, and 
if employees must work on these 
days for technical reasons, they will 
receive double pay and a further 
increase of approximately 50 per 
cent of normal wage.

All employees are entitled to a 
minimum of four weeks’ paid 
annual leave. Collective bargaining 
agreements and individual contracts 
may provide for a longer period of 
holiday entitlement.

Maternity leave and protection
Female workers are afforded special 
employment protection in the case 
of pregnancy. From the beginning of 
the pregnancy to one year after the 
child’s birth, the employee cannot 
be terminated without just cause. 

Maternity leave is compulsory 
for female workers from two 
months before until three months 
after childbirth. 

During compulsory maternity 
leave, the mother is entitled to 80 
per cent of normal pay from social 
security, and the time is counted as 
normal work on her contract. Many 
collective agreements will oblige the 
employer to pay the remaining 20 
per cent of income. 

Both parents have the right to 
parental leave, and may take up to a 
combined 10 months of leave during 
the first eight years of the child’s life.

Sick leave
Employees are entitled to three 
days’ paid sick leave charged to 
the employer. The social security 
institute provides pay replacement 
benefits from fourth day of illness to 
the 180th day.

Labour
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Contracts may be suspended in 
the event of sickness, securing 
the worker’s job until recovery. The 
maximum period of suspension is 
determined by collective agreements 
but is usually one year. During this 
period the worker receives full pay 
from social security and may be 
entitled to further unpaid leave at the 
end of the period.

Educational leave
Workers have the right to paid days 
of leave to take exams. Workers 
with a minimum of five years 
experience can request up to 11 
months of leave in order to attend 
education and take exams.

Social security
The National Social Security Institute 
administers the social security 
system in Italy. Workers and 
employers must make contributions 
to the social security fund on a 
monthly basis. 

The basic rate for employer 
contributions is 26.60 per cent 
of yearly earnings, while the rate 
for employees is 10.49 per cent. 
Employee contributions cannot 
exceed the ceiling of EUR100,324 
for 2015. This is the maximum 
amount of salary submitted to 
the payment of social security 
contributions. 

Healthcare and benefits 
Health care 
Italy has a public healthcare system 
which provides healthcare to all 
citizens. As such, there are no 

provisions for healthcare in Italian 
labour law.

Dismissal 
An employer can terminate an 
employment contract either through 
dismissal without notice for just 
cause or ordinary dismissal with 
notice. Dismissal without notice 
may occur where there is a serious 
breach of the employment contract. 
Ordinary dismissal with notice 
can be based on a subject reason 
involving a breach of the employee’s 
legal and contractual duties or an 
objective reason, such as those 
involving economic factors related to 
production, the organisation of work 
or redundancy. 

Severance payments 
Upon termination of an employment 
contract for any just cause, the 
employee is entitled to a severance 
payment. The severance payment is 
considered a part of the salary, and 
is set aside every year and kept by 
the employer. It is calculated as the 
sum of each annual salary divided 
by 13.5. 

Protection from termination 
In accordance with Law no. 
223/1991, a mandatory procedure 
must be started every time an 
employer staffed with more than 
15 employees intends to dismiss 
five or more employees in the same 
business unit, within a period of 120 
days, because of reorganisation of 
the company’s business.

Termination without grounds 
can be applied to trial workers, 

domestic workers, employees who 
have reached retirement age and 
directors.

Employees are legally protected 
against dismissal based on any of 
the following grounds:

• Political opinion

• Sex

• Race

• Union membership

• Pregnancy

• Marriage

• Language

• Religion

Additional protection from 
dismissal is provided by collective 
agreements. 

Employment of resident and 
non-resident employees 
Italian law prevents companies from 
discriminating between foreign 
and resident workers. Most foreign 
nationals require a visa to enter 
and work in Italy; EEA citizens are 
exempt from this requirement.

Trade unions
The Constitution of Italy gives 
citizens the right to join and 
form trade unions. Although the 
Constitution specifies that unions 
must be registered, there is no 
specific regulation on the subject, 
and as such, official recognition is 
not considered necessary for the 
formation of a union.
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Financial reporting requirements for 
companies incorporated in Italy are 
set out in the Italian Civil Code and 
in the Accounting Principles (Italian 
GAAP). The Italian Accounting 
Committee (OIC) is the regulatory 
body responsible for issuing the 
Italian GAAP, issuing accounting 
principles and providing support 
with the application of international 
accounting principles in Italy. As 
a Member State of the European 
Union, Italy is subject to the 
IAS Regulation, adopted by the 
European Union in 2002.

All companies are obliged to file 
financial statements; small entities 
are permitted to file abbreviated 
accounts. 

Accounting standards
Companies may follow either 
the Italian Generally Accepted 
Accounting Principles (GAAP) or the 
International Reporting Standards 
(IFRS) to prepare their financial 
statements. Small companies that 
can draw up the annual accounts 
in an abridged form must follow 
Italian GAAP.

EU IFRS are mandatorily 
applicable to: 

• Companies whose securities 
are traded on the Italian 
regulated stock exchange for 
both consolidated and separate 
financial statements

• Banks, financial institutions, and 
issuers of financial instruments 
for consolidated and separate 
financial statements 

• Insurance companies for 
consolidated statements and for 
separate financial statements 
only for listed companies that 
do not prepare consolidated 
statements 

Accounts and records 
All Italian limited companies are 
required to maintain double-entry 
books of accounts. Documents 
supporting the underling 
transactions must be kept for 
10 years.

The directors are responsible for 
drawing up the annual accounts, 
consisting of the balance sheet, the 
income statement and the notes to 
the financial statements.

The annual accounts are drawn up 
in euros and must convey a true and 
fair view of the assets, the liabilities, 
the financial position and the profits 
or losses of the company for the 
examined fiscal year; each item has 
to be evaluated on a prudent basis.

The notes to the financial 
statements indicate the criteria 
applied in the evaluation of the 
items. They must give the detailed 
composition of the items indicated 
in the annual accounts and must 
indicate the variations occurred 
in the amount of the items and 
the reason why that happened. 
Furthermore, they must indicate 
the average number of employees, 
the number and the value of 
the shares of the company, the 
financing made by its members, 
the leasing transactions occurred 
and every other significant piece 
of information.

The annual accounts must be 
accompanied by the ‘directors’ 
report’; a report of the directors on 
the situation of the company and the 
trend of its operations, which need 
to be analysed in the aggregate and 
in the specific sectors in which the 
company operates.

The report must focus on costs, 
revenues, investments, research 
and development activities, the 

Small 
companies that 
can draw up the 
annual accounts 
in an abridged 
form must 
follow Italian 
GAAP.

Audit



22 22

significant facts occurred after 
the closing of the fiscal year and 
the foreseeable development of 
operations.

Italian companies may draw up 
the annual accounts in an abridged 
form when the company has not 
issued securities traded in regulated 
markets in the first fiscal year or, 
thereafter, for two subsequent fiscal 
years and they have not exceeded 
two of the following limits:

• Total assets in the annual 
accounts: EUR4,400,000 

• Revenues from sales and 
services: EUR8,800,000 

• Average number of people 
employed during the fiscal 
year: 50

In this case, the issuing of the 
directors’ report is not required, 
provided some further information is 
included in the integrative notes.

Filing and submission of 
financial statements
Once the financial statements 
are drawn up, an annual general 
meeting must be held within 
120 days of the year end to approve 
them. In certain circumstances, this 
may be extended to within 180 days 
of the year end. 

The financial statements must be 
filed with the Register of Enterprises 
within one month of approval. The 
financial year cannot last more than 
12 months; companies usually finish 
their financial year on 31 December 
or 30 June. 

Audit 
Statutory audit is required for: 

• An S.p.A

• An S.r.l exceeding two of the 
following limits in two consecutive 
years:

 – Total assets in the annual 
accounts: EUR4,400,000 

 – Revenues from sales and 
services: EUR8,800,000 

 – Average number of people 
employed during the fiscal 
year: 50

• All companies preparing 
consolidated financial statements

• Listed companies

• Banks, stock broking companies, 
fund management companies, 
regulated financial institutions 

All audits must be carried out in 
accordance with the Italian Law 
and the auditing standards issued 
by the Italian Institute of Chartered 
Accountants; these are in line with 
the international standards of audit. 

Italian 
companies may 
draw up the 
annual accounts 
in an abridged 
form when 
the company 
has not issued 
securities traded 
in regulated 
markets in the 
first fiscal year 
or, thereafter
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Foreign Direct Investment
Foreign investment is essential 
for the Italian economy. The 
government encourages foreign 
investment by offering foreign 
institutions the same incentives, 
loans, cash grants and credits that it 
grants to Italian institutions.

Investment in the petroleum 
sector is subject to special rules. 
Companies wanting to operate 
in this sector need prospecting, 
exploration and production permits 
from the General Directorate of 
Energy and Mineral Resources 
of the Ministry of Economic 
development. Similarly, special 
authorisation is needed for foreign 
direct investment in air transport, 
costal shipping and for investment in 
the media.

In addition to the restrictions 
mentioned above, in 2012 Italy 
introduced a security screening 
system applicable to the energy, 
transport and communications 
sectors. The system gave the 
government the opportunity of 
stopping any transaction that 
resulted in a threat of severe 
prejudice to essential interests of 
the State.

Under EU and Italian anti-trust 
laws, the Italian authorities are 
entitled to review mergers and 
acquisitions over a certain financial 
threshold. It is possible for the 
government to block mergers 
involving foreign institutions for 
‘reasons essential to the national 
economy’. This sort of measure 
can also be applied when the home 
government of the foreign firm 
applies discriminatory measures 
against Italian firms.

The Italian government still has 
participation in certain industries 
such as electricity, oil and gas.

Government incentives
The Italian government offers a 
variety of financial incentives; many 
of these incentives are designed 
to increase the industrialisation of 
southern Italy (this area including 
the regions south of Lazio, Sicily and 
Sardinia is known as Mezzogiorno) 
and certain depressed areas of the 
North and centre. 

Most of the incentives offered 
by the government are obtained 
through either state agencies or 
special credit bank departments. 
Before the incentives are granted, 
it is necessary to assess the 
feasibility of the business plans 
and the creditworthiness of the 
entrepreneurs.

Incentives can be obtained from 
the state, the regions or the 
provinces. While Italian incentive 
programmes can be unclear, 
Invitalia (a governmental agency) 
helps foreign investors navigate the 
complexities of the system.

Some of the most relevant national 
incentives programmes apply to the 
following activities:

• The creation of new production 
plants and the expansion of 
existing ones

• Investments to revive industrial 
areas

• Technology research and 
innovation

• New investments and job  
creation

Imports
As a member of the European 
Union, Italy needs to comply with 
the regulations of the EU customs 
union. The European Union is a 
single trading area, which means 
that all goods (subject to narrow 
exceptions), whether made in an 
EU Member State or imported from 
outside, can circulate freely. While 
Member States’ customs authorities 
have the right to check goods at the 
border, there is a unified customs 
law in the EU which removes all 
fees and barriers within the Union.

There is an external tariff for 
goods imported from outside the 
EU. While there are certain minor 
differences in the interpretation 
and administration, the tariff was 
supposed to be applied uniformly.

The Community Customs Code 
contains all the general rules 
and procedures applicable to 
the trade of goods between EU 
and non-EU countries. The code 
is supplemented by a detailed 
Customs Regulation which is 
directly applicable in all Member 
States.

In Italy, the Ministry of Economy and 
Finance – Department of Finance 
(MEF) is responsible for import and 
customs regulations. Nevertheless, 
specific questions concerning 
customs matters can be addressed 
to the Italian Customs Agency.

As a general rule, exports are 
unrestricted; exporters need to 
submit a customs office declaration.

Trade
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Capital markets
The main exchange in Italy is 
the Borsa Italiana (Italian Stock 
Exchange), which manages and 
regulates the main equity markets.

Within the Italian Stock Exchange 
(ISE), there are several markets:

• Mercato Telematica Azionario 
(MTA)

• Mercato telematico degli 
investment vehicles (MIV)

• AIM Italia (Mercato Alternativo del 
Capitale (MAC))

Within each of these markets, there 
are often sub-sections devoted to 
different classes or categories of 
traded equity.

Mercato Telematica Azionario (MTA) 
is the primary equity market of Italy, 
and is divided in to three sections:

• MTA – the standard market

• MTA-STAR – the segment for 
mid-sized companies which has 
higher admissions standards

• MTA International – the section 
for trading shares in non-Italian 
companies listed in other 
EU markets

‘Mercato telematico degli 
investment vehicles’ (MIV) is 
the market for trading shares in 
investment companies and real 
estate investment companies. It has 
four sections:

• Closed funds

• Investment companies

• Real estate investment companies

• Professional investors and special 
investment vehicles

AIM Italia is a market devoted to 
small and medium sized companies, 
and restricted for the use of 
professional investors.

The total market capitalisation for the 
Borsa Italiana in 2015 was EUR567.2 
million, representing 34.8 per cent 
of GDP. 

Banking system
The banking system is regulated 
by the Bank of Italy (Banca d’Italia) 
which acts as both regulator and 
central bank.

The banking sector in Italy has been 
severely affected by the recession 
in Europe and has had to rely heavily 
on capital buffers and support from 
the European Central Bank (ECB) 
liquidity facilities. 

Additionally, stress tests by the ECB 
highlighted on-going vulnerabilities 
in the lending system, with two of 
the smaller banks failing the test 
entirely. The ECB will increase the 
supervision of the Italian banking 
system in the near future.

Italy has a total of 680 banks. The 
number of branches per person 
is significantly higher than the 
European average.

Insurance industry
Italy has a strong and mature 
insurance industry. It is home to the 
second largest insurance company in 
the world (by net premium volume). 

In 2014, the value of premiums 
written rose 143.3 billion, a value 
that represents a 20.7 per cent 
increase from the previous year. 
There are a number of large Italian 
resident insurance companies 
operating in the market, as well as 
foreign international firms. Despite 
the industry’s reliance on sovereign 
debt, there are numerous signs of 
positive growth. 

Investment management 
industry
The Italian investment management 
industry has posted strong growth 
in recent years. Italy represents five 
per cent of the total European Assets 
under Management (AuM). In Q1 
2015, the sector reported positive 
net inflows for EUR55.4 billion, 
approximately EUR24 billion more 
than the preceding quarter.

These inflows comprised EUR38.6 
billion in open-end funds and 
EUR16.6 billion in retail mandates and 
insurance products. 

The total assets in the Italian asset 
management industry reached 
EUR1,730 billion in Q1 2015. 

However, compared to other 
European countries, such as the UK 
and Germany, Italy has a relatively 
low AuM: GDP ratio of 54 per cent. 

Finance
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The overall quality and reliability of 
infrastructure is a critical factor for 
businesses across all sectors.

Italy’s Information Communication 
Technology infrastructure is modern, 
well developed and reliable. 
Nevertheless, despite the fact that 
comprehensive ICT networks are 
in place, Italy’s infrastructure falls 
short in comparison to similar sized 
European nations.

Key features of Italy’s ICT 
Infrastructure include:

• 25.6 million internet hosts

• 154 mobile cellular subscriptions 
per 100 people 

• 20.57 million phone lines

• In the 2015 - 16 Global 
Competitiveness Report, Italy 
was rated 37/144 in the world for 
technological readiness 

• 95 - 100 per cent broadband and 
mobile broadband coverage

Italy’s transport infrastructure 
meets the same high standards 
found in the majority of European 
countries, offering reliable rail, 
road, air and sea links. The rail 

system is highly developed and 
regarded as one of the cheapest 
and most comfortable in Europe. 
It is worth noting that the quality 
of infrastructure is markedly 
higher in the north where the 
key commercial areas are. Italy 
is a major shipping power in the 
Mediterranean, with large ports at 
Taranto (Apulia), Genoa (Liguria), 
Trieste (Friuli-Venezia Giulia) and 
Ravenna (Emilia-Romagna). Italy 
has a number of airports, with 
its largest including: Fiumicino 
(Rome), Malpensa and Linate 
(both serving Milan), Ronchi dei 
Legionari (Trieste), Caselle (Turin), 
and Marco Polo (Venice), all 
providing crucial economic support 
to their local areas.

Key features of Italy’s transport 
infrastructure include:

• 487,000 km of paved roads, 
including 6,800 km of 
expressways

• 20,181 km of railways

• 681 merchant marine ports, 
including 42 cargo ports

• 129 airports

Infrastructure
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