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FOREIGN COMPANIES:
WHY INVEST
IN ITALY
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 1“Trade & Investment Agency” 10 Reasons to Invest | Italian 
Trade Agency, www.ice.it/en/invest/10-reason-to-invest

INVESTING IN ITALY MEANS 
HAVING ACCESS TO UNIQUE 
SKILLS AND EXCELLENCE IN 
SECTORS SUCH AS ROBOTICS, 
FASHION, DESIGN, FOOD AND 
MANY OTHERS. 

Italy is one of the 3 key economies of the Eurozone, 
with a GDP of 1.72 billion Euro, equal to 16% of the 
Eurozone market. It is the second manufacturing 
economy in Europe, the fifth largest in the world 
and the ninth exporter in the world, with a world 
market share of 2.9%1.

Italy is a strategic gateway for 500 million 
consumers throughout the European Union, 
and connects southern Europe with central and 
eastern Europe. The Italian transport networks 
include 6,000 km of motorways, 1,350 km of high-
speed railways and strategic ports for maritime 
transport, located along the coasts and on the 
islands.

Investing in Italy means having access to unique 
skills and excellence in sectors such as robotics, 
fashion, design, food and many others. Companies 
operating in Italy can rely on extensive networks 
of SMEs and production districts throughout 
the country, which can supply high-quality and 
semi-finished products in a wide range of sectors 
(industrial machinery, metals, chemicals, plastics, 
paper, ceramics, textiles, maritime industries, 
etc.). Made-in-Italy items are globally recognized 
as high-value and high-quality products.
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In Italy, the skilled workforce offers overall better 
results in terms of costs, vis-à-vis comparable 
European countries. Indeed, the cost of labor in 
Italy is lower than the Eurozone average. 
Italian cities are full of ancient monuments and 
treasures. Art, culture, music, food and, more 
in general, world-renowned quality products 
give Italy an unparalleled quality of life. With 55 
locations included in the World Heritage Sites, Italy 
is the country with most entries on the UNESCO 
World Heritage List. Italy welcomes more than 50 
million of international tourists per year, which 
effectively makes the country the fifth best tourist 
destination in the world.

Research and innovation are widely integrated 
into industrial processes, with a long tradition 
of excellence in many sectors. In Italy there 
is an incentive system to promote innovative 
investments and those in Industry 4.0 technology, 
as well as to increase spending on research, 

development & innovation, and to support and 
encourage the creation of innovative start-ups.
The AIBE 2021 Super Index measuring Italy’s 
attractiveness to foreign investors, published 
by the Italian Foreign Banks Association in May 
20212, ranks Italy in 9th place among the most 
attractive of the 19 G20 member countries, with 
a score of 54.5, compared to an average score 
per country of 49.2. From an environmental point 
of view, Italy ranks sixth, with the best result 
compared to all the selected indicators that make 
up the Super Index.

Italy submitted the National Recovery and 
Resilience Plan (PNRR), which will contribute to 
the revival of the economy and to reforms, with 
total resources of 248 billion Euro.  

2“Osservatorio Sull’Attrattività Dell’Italia Presso Gli Investitori 
Esteri.” ASSOCIAZIONE ITALIANA BANCHE ESTERE,
aibe.it/pubblicazioni/osservatorio-aibe

ITALY SUBMITTED THE 
NATIONAL RECOVERY AND 
RESILIENCE PLAN (PNRR), 
WHICH WILL CONTRIBUTE 
TO THE REVIVAL OF THE 
ECONOMY AND TO REFORMS, 
WITH TOTAL RESOURCES OF
248 BILLION EURO.  
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HOW TO OPERATE
IN ITALY
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Foreign companies have the opportunity to 
operate in Italy in different ways, and through 
different legal forms, from “lighter” to more 
structured ones, depending on the needs and 
specific requirements at the local level.

The “simplified” version of the establishment of 
a foreign company in Italy is a so-called “local 
unit”. In most cases, it is a representative office, 
which has exclusively promotional functions, which 
mainly take the form of preparatory activities 
for the opening in Italy of a secondary office 
or a branch of the foreign company. It can also 
perform advertising activities, gather information, 
conduct market analyses, research customers 
and suppliers, and support strategic decisions 
of the foreign parent company and similar tasks. 

REPRESENTATIVE
OFFICE

The representative office lacks organizational 
and decision-making independence, cannot 
conduct the business activities of the foreign 
parent company in Italy, nor can it legally represent 
it before third parties, having to limit itself to 
perform tasks that support the non-resident 
company. Otherwise, it may be at risk of being 
considered a “Permanent Establishment”, with 
the consequences that we will consider below.



ESTABLISHMENT

Not having legal personality status in Italy, no 
notarial deed is required for the establishment 
of a representative office and therefore there 
is no need for a minimum initial share capital. 
However, it is necessary to request a tax code to 
the competent office of the Revenue Agency, and 
to register in the Business Register of the local 
Chamber of Commerce. The parent company 
must identify an address in Italy and appoint a 
key agent of the representative office. The agent 
can also be a person who is not resident in Italy, 
but they must have an Italian Tax ID. The address 
of the representative office and its appointed 
representative are registered with the Register 
of Companies and with the Revenue Agency.

TAXATION MATTERS

The representative office cannot conduct 
commercial or production activities; it represents 
a mere cost center for the foreign company. This 
means that it does not produce any income in Italy, 
and, as a result, is not subject to any taxation in the 
country. Likewise, it is VAT exempt. Its expenses 
can be deducted by the foreign parent company.
The representative office is not required to 
keep the company books, nor to prepare and file 
its financial statements and tax and VAT returns.

8
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SOCIAL SECURITY
AND WELFARE MATTERS

In terms of social security matters, the general 
principle of territoriality applies, namely, the 
principle according to which a worker is subject 
to the social security system of the country in 
which they perform their work activities (lex loci 
laboris principle).
In short, the social security contributions for 
employees who carry out their business in Italy 
must be paid in Italy. To this end, the company must 
provide for the appointment of a representative 
for social security purposes, by means of a 
power of attorney conferred by public deed. The 
document effectively gives a specific mandate 
to a person who resides in Italy, so that they 
can act in the name and on behalf of the foreign 
company, fulfilling all employment-related social 
security and insurance requirements. The social 
security representative and the foreign company 
are jointly and severally bound to fulfill their 
obligations, which must be made explicit in the 
public appointment deed.

The social security representative, in the name 
and on behalf of the foreign company, must:











The representative office, as already discussed 
above, does not have tax payer status and, for 
this reason, any employee of the foreign company 
who performs their activity in Italy and resides in 
Italy for more than 183 days a year must, on their 
own, file their tax returns and pay any tax amount 
due; however, pursuant to a recently introduced 
provision, the Revenue Agency now offers an 
alternative: the possibility for the foreign company 
to be considered a tax payer despite not having 
a permanent establishment in Italy. As a result, 
foreign companies can now essentially choose 
whether or not to have tax payer status in Italy. 

The foregoing also applies if the foreign company 
has no registered office in Italy, no representative 
office, no permanent establishment and no 
subsidiary; an employee who telecommutes in 
Italy suffices to claim the required status.

IN TERMS OF SOCIAL 
SECURITY MATTERS, THE 
GENERAL PRINCIPLE OF 
TERRITORIALITY, APPLIES, 
NAMELY, THE PRINCIPLE 
ACCORDING TO WHICH A 
WORKER IS SUBJECT TO THE 
SOCIAL SECURITY SYSTEM 
OF THE COUNTRY IN WHICH 
THEY PERFORM THEIR WORK 
ACTIVITIES (LEX LOCI LABORIS 
PRINCIPLE).

request from the Revenue Agency in Italy 
the Tax ID of the company as a non-resident 
subject, unless it was previously issued;
 
establish an INAIL record (attaching a copy of 
the Special Power of Attorney) at the competent 
local INAIL office. The relevant record must be 
established prior to the start of work activities 
and entails the submission of complete personal 
data and the Tax IDs of the employed staff; 

establish the INPS social security record in 
the name of the foreign company (attaching a 
copy of the Special Power of Attorney) at the 
competent local INPS office and, if applicable, 
enroll the foreign company in the additional 
supplementary assistance and pension funds; 

pay the contributions and premiums to the 
various social security and welfare systems 
within the due deadlines;

fulfill the requirements: keep the Single Labor 
Book, pay contributions when due via the so-
called “shadow payroll”, prepare and submit 
the consolidated certification (Form CU), and 

submit the relevant communication to the 
Employment Office.
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In addition to the representative office, other types 
of local units of the foreign company may consist 
of a construction site or a warehouse. 
In this case too, these are entities without 
organizational and decision-making independence, 
having to limit themselves to performing support 
activities for the benefit of the non-resident company.
The installation of a construction site in Italy 
by a foreign company must be also considered, 
among other things, in light of Art. 5 of the OECD 
Agreement to safeguard against double taxation3, 
which establishes that a construction, assembly or 
installation site is akin to a “Permanent Establishment”, 
provided that the site remains in place for more 
than 12 months, with consequences that will be 
discussed below in the Secondary Office section. 
The Italian legislation, however, is more restrictive; 
indeed Art. 162 of the TUIR (Consolidated Tax Act) 
establishes that the construction site is considered 
a “Permanent Establishment” if it is operational 
for more than 3 months. Each construction site 
of the foreign company has its own independent 
duration; therefore, the different durations of each 
individual construction sites are not cumulated, 
unless they constitute a single unitary complex. 
In the event that the foreign company also relies 
on the work of subcontractors, the duration of the 
construction site must also include the period of 
activity of the latter.
When these time limits are exceeded, therefore, 
the rules of the “local unit” discussed above for the 
representative office are no longer applicable; on 
the contrary, the status is now akin to a “Permanent 
Establishment”, whose practical implications will be 
discussed a little later below.
Construction sites in Italy that are staffed by 
employees sent by the foreign company from 
abroad, are subject to the legislation on transnational 
posting of workers, as well as to the appointment of a 
dedicated point of contact (POC) and to compliance 
with all workers’ health and safety requirements.
As it pertains to a depot or a warehouse in Italy 
used for the storage of goods belonging to the 
foreign company, the aforementioned Art. 5 of the 
OECD Convention in matter of double taxation, 
and Art. 162 of the TUIR (Consolidated Tax Law), 

OTHER TYPES OF LOCAL UNITS:
CONSTRUCTION SITE AND WAREHOUSE 

provide that the availability of goods or merchandise 
belonging to a foreign company stored in Italy for 
the sole purpose of storage, display or delivery 
does not constitute a “Permanent Establishment”. 
It is possible to posit that for a warehouse to be 
a “local unit”, and, therefore, subject to the same 
rules discussed above for the representative office, 
it must engender “a cost” for the foreign company, 
rather than being just a source direct income for it. 
Therefore, any additional activity performed in Italy 
can lead to the presumption of the existence of a 
“Permanent Establishment”, with consequences 
that, as mentioned, will be examined later.

3“Model Tax Convention on Income and on Capital 2017” 
Oecd, read.oecd-ilibrary.org/taxation/model-tax-convention-
on-income-and-on-capital-condensed-version-2017_mtc_
cond-2017-en
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The foreign company may decide to establish its 
own secondary office, or branch, in Italy. A branch 
constitutes a territorial extension of the parent 
company, without being a legally independent 
subject thereof, both at the decision-making 
and at the organizational level. A branch allows 
entering into trade agreements and, for all intents 

BRANCH

and purposes, conducting regular business 
and production activities, as well as delivering 
services, in the interest and in the name of the 
foreign parent company. The distinguishing 
elements of a secondary office are a stable 
physical establishment and representation in Italy.



ESTABLISHMENT

To establish the secondary office in Italy, the 
foreign company must solicit the support of 
a Notary, who draws up a report attesting to 
the filing of the Memorandum of Association 
relating to the branch of the foreign company. 
The Notary also files the report with the Register 
of Companies of the competent Chamber of 
Commerce, which must include the physical 
address of the secondary office and data of the 
appointed Manager (or representative of the 
foreign company in Italy), and all powers conferred 
upon them. The Manager can also be a person 
residing abroad, as long as they have an Italian 
Tax ID. The branch must also be registered with 
the competent Revenue Agency, which will issue 
the branch’s Tax ID and VAT number. 

TAXATION MATTERS

As it pertains to taxation matters, the branch is 
akin to a “Permanent Establishment”, with the 
consequence of being fiscally liable both with 
regard to income taxes and to the application 
of VAT.
Consequently, the branch is subject to income 
tax in Italy, as well as in the country of the parent 
company. Double taxation is obviated by the 
application of specific agreements, which Italy 
has entered into with many foreign countries4. 

The secondary office, and, in general, the 
“Permanent Establishment”, is required to meet 
all the accounting and statutory obligations with 
which an Italian company is expected to comply 
(first and foremost, bookkeeping), as well as 
taxation requirements regarding VAT and income 
taxes (settlements and payment of VAT, periodic 
communications, annual tax returns, IRAP and 
VAT filings, payment of any taxes due, etc.).
The secondary office prepares its own financial 
statements solely for tax purposes, since they 
serve as the basis to assess income taxes, 
pursuant to Italian tax legislation.

On an annual basis, the branch must also submit 
a copy of the financial statements of the parent 
company to the competent Companies Register.
The accounting practice of transfer pricing, 
namely the price at which intra-group parties 
transact with each other, is applied to the relations 
between the permanent establishment and the 

4To review the treaties signed with individual countries, visit 
the website of the Ministry of Economy and Finance: https://
www.finanze.gov.it/opencms/it/Fiscalita-dellUnione-europea-
e-internazionale/convenzioni-e-accordi/convenzioni-per-
evitare-le-doppie-imposizioni/index.html

parent company. We will discuss this topic more 
in detail below.

SOCIAL SECURITY
AND WELFARE MATTERS

In the event that the foreign company operates 
in Italy through a secondary office, which, as we 
have seen, is a “permanent establishment”, the 
branch is required to register at the competent 
social security and welfare institutions, as well 
as to fill in and manage the mandatory register 
and pay all due social security contributions 
and tax withholdings, pursuant to Art. 23 of 
Presidential Decree no. 600/1973, which includes 
the permanent establishment among the subjects 
holding the title of withholding agent. It will 
also be required to issue a CU (consolidated 
certification) form and submit withheld tax 
returns, Form 770.

12

TO ESTABLISH THE 
SECONDARY OFFICE 
IN ITALY, THE FOREIGN 
COMPANY MUST SOLICIT 
THE SUPPORT OF A NOTARY, 
WHO DRAWS UP A REPORT 
ATTESTING TO THE FILING 
OF THE MEMORANDUM OF 
ASSOCIATION RELATING TO 
THE BRANCH OF THE FOREIGN 
COMPANY. 
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A foreign company that intends to establish 
a more structured presence in Italy, which is 
granted decision-making, asset-relevant and 
legal independence (always within the parameters 
set by the corporate mission and coordination 

ESTABLISHMENT OF A SUBSIDIARY
COMPANY IN ITALY

activities of the parent company) may decide to 
establish a company under Italian law, which is 
an investee of or controlled by the foreign parent 
company (Subsidiary).
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ESTABLISHMENT

The type of company that meets this profile is 
generally a corporation (Società a Responsabilità 
Limitata - S.R.L / Limited Liability Company, 
Società Per Azioni - S.P.A/ Joint Stock Company, 
or Società in Accomandita Per Azioni – S.A.P.A./
Partnership Limited by Shares), as warranted. This 
legal form provides for the limitation of liability 
to the capital conferred by the foreign parent 
company, the appointment of an administrative 
body with managerial powers and, in certain 
cases, a control body.
Alternatively, it is possible to opt for other forms 

of partnership (Società in Nome Collettivo - SNC 
/General Partnership and Società in Accomandita 
Semplice – S.A.S. /Limited Partnership), which, 
however, do not enjoy the limitation of liability to 
the capital conferred, providing instead unlimited 
liability when it comes to the social security 
obligations imposed upon the partners, which 
is why they are rarely used in the assembly of 
corporate groups.
The distinctive features of the main corporate legal 
forms provided for by Italian law are summarized 
below.

LEGAL FORM ESTABLISHMENT SHAREHOLDERS/
PARTNERS

SHARE CAPITAL

CORPORATION

Limited Liability 
Company (LLC)

Notarial public deed 2 or more 
shareholders, 
natural persons 
and/or legal 
persons
(1 in special 
circumstances)

Minimum € 10,000.00 
(standard SRL/LLC)

Minimum € 1.00 - 
Maximum € 9,999.99 
(simplified SRL/LLC)

Joint stock 
company (JSC)

Notarial public deed 2 or more 
shareholders, 
natural persons 
and/or legal 
persons
(1 in special 
circumstances)

Minimum € 50,000

Partnership 
limited by shares

Notarial public deed 2 or more 
shareholders, 
natural and/or legal 
persons (general 
partners and 
limited partners)

Minimum € 50,000

PARTNERSHIPS

Limited 
partnership (LP)

Public notarial 
deed or private 
deed authenticated 
before a notary

2 or more 
shareholders, 
natural and/or legal 
persons (general 
partners and 
limited partners)

No minimum capital 
required

General 
partnership (GP)

Public notarial 
deed or private 
deed authenticated 
before a notary

2 or more partners, 
natural persons 
and/or legal 
persons 

No minimum capital 
required
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TAXATION MATTERS

The foreign subsidiary incorporated in Italy is 
subject to income taxes, VAT, tax and social 
security obligations according to the applicable 
provisions of the Italian law. In essence, subsidiary 
companies established in Italy by foreign parties 

are considered taxable persons, since they have 
their own legal independence.
The following table briefly summarizes the main 
accounting and tax requirements, broken down 
by type of legal status.

ACCOUNTING REQUIREMENTS TAX REQUIREMENTS

CORPORATION

 Bookkeeping;
 Keeping of mandatory accounting 
  records (e.g., general journal, 
  inventory register);
 Keeping of mandatory corporate 
  books (e.g., Shareholders’ 
  Resolutions Book, Directors’ 
  Resolutions Book, Board of 
  Statutory Auditors’ Book, etc.);
 Obligation to prepare the financial 
  statements in EEC format and 
  submit them to Companies Register.

 Submission of mandatory VAT returns 
  (e.g., annual VAT returns, periodic 
  VAT settlements, INTRASTAT, 
  Esterometro Reporting, etc.);
 Filing of income tax returns (Corporation 
  Form, IRAP Form);
 Payment of IRES income taxes directly 
  by the company, except in cases 
  in which the tax transparency option 
  is exercised, provided that the basic 
  requirements are met.

PARTNERSHIPS

 Bookkeeping;
 Keeping of mandatory accounting 
  records (e.g., general journal, 
  inventory register);
 Drafting of abridged financial 
  statements containing a cash flow 
  statements detailing any profit 
  and loss (not subject to filing with 
  the Business Register).

 Submission of mandatory VAT returns 
  (e.g., annual VAT returns, periodic 
  VAT settlements, INTRASTAT, 
  Esterometro Reporting, etc.);
 Filing of income tax returns (Partnership 
  Form, IRAP Form);
 Payment of IRPEF income taxes with the 
  exercise of the tax transparency option 
  for the partners (the IRAP tax is paid 
  directly by the company).

In addition to the routine requirements referred to 
above, the establishment of a subsidiary in Italy 
involves possible consequences also with regard 
to the applicability of the following tax provisions:







The accounting practice of transfer pricing, 
namely the price at which intra-group parties 
transact with each other, is also applied to the 
relations between a subsidiary and the parent 
company. We will discuss this topic more in 
detail below.

the Parent–Subsidiary Directive (Directive 
no. 2011/96/EU) applicable to corporate 
groups of different Member States within the 
EU, which, under certain conditions, allows 
exempting inter-company dividends, interests 
and royalties from any withholding tax;

tax evasion-prevention regulations 
related to tax inversion, whose purpose is 
to countervail the fictitious establishment of 
the tax residence abroad of companies for 

the sole purpose of benefiting from a more 
advantageous tax regime;

CFC (Controlled Foreign Company) anti 
tax-avoidance regulation aimed at hindering 
the creation of passive companies for the sole 
purpose of establishing intangible and financial 
assets in countries that offer particularly 
favorable taxation.



SOCIAL SECURITY
AND WELFARE MATTERS

The establishment of a subsidiary  is subject 
to the same rules applicable to a permanent 
establishment. A subsidiary is for all intents and 
purposes, a company governed by Italian law and, 
therefore, fully subject to Italian legislation; as 
such is it required to register at the competent 
social security and welfare institutions, as well 
as to fill in and manage the mandatory registers 
and pay all due social security contributions and 
tax withholdings. It will also be required to issue a 
CU (consolidated certification) form and submit 
withheld tax returns, Form 770.

16
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SUMMARY SHEET

FOREIGN COMPANIES OPERATING IN ITALY
SUMMARY OF REQUIREMENTS AND COMPLIANCE THEREWITH

PRESENCE IN ITALY 
THROUGH:

ACCOUNTING AND 
TAX REQUIREMENTS 

AND COMPLIANCE 
THEREWITH

EMPLOYEE-RELATED 
TAX REQUIREMENTS 

SOCIAL SECURITY 
REQUIREMENTS 

AND COMPLIANCE 
THEREWITH

ABSENCE OF HEADQUARTERS
(no representative office, no 
permanent establishment, no 
subsidiary)

No requirement The foreign company does not 
play the role of withholding 
agent (exceptionally, on an 
option basis pursuant to 
Revenue Agency provisions);

Employees independently 
fulfill their tax requirements by 
submitting their tax return;

The Company must appoint 
a SOCIAL SECURITY 
REPRESENTATIVE;

THE SOCIAL SECURITY 
REPRESENTATIVE:
 Establishes a record at 
  the INPS in the 
  company’s name;
 Processes the LUL   
  (Shadow Payroll), and 
  calculates and pays INPS 
  contributions;

REPRESENTATIVE OFFICE
(without the direct exercise of 
any entrepreneurial
/commercial activity)

No requirement The foreign company does not 
play the role of withholding 
agent (exceptionally, on an 
option basis pursuant to 
Revenue Agency provisions); 

Employees independently 
fulfill their tax requirements by 
submitting their tax return;

The Company must appoint 
a SOCIAL SECURITY 
REPRESENTATIVE;

THE SOCIAL SECURITY 
REPRESENTATIVE:
 Establishes a record
  at the INPS in the 
  company’s name;
 Processes the LUL 
  (Shadow Payroll), and 
  calculates and pays INPS 
  contributions;

SECONDARY OFFICE - 
BRANCH (Permanent 
Establishment)

 Bookkeeping
 Filing of the parent 
  company’s financial 
  statements
 Filing of mandatory tax 
  and VAT returns
 Payment of income taxes 
  and VAT

The Company has the obligation 
to act as a withholding agent 
with respect to its employees 
who work in Italy;

 Prepares the shadow 
  payroll;
 Withholds and pays 
  personal income tax 
  withholdings;
 Processes and submits 
  the consolidated 
  certification (CU);
 Prepares and submits 
  Form 770

The Company establishes the 
social security and insurance 
records at the relevant agencies 
(INPS-INAIL);

Estimates and pays any social 
security contributions and 
insurance premiums due;

SUBSIDIARY IN ITALY  Bookkeeping;
 Keeping of compulsory 
  corporate books
 Preparation of the financial 
  statements and submission 
  thereof to the Companies 
  Register
 Filing of mandatory tax and 
  VAT returns
 Payment of income taxes 
  and VAT

The Company has the obligation 
to act as a withholding agent 
with respect to its employees 
who work in Italy;
 Prepares the shadow 
  payroll;
 withholds and pays personal 
  income tax withholdings;
 Processes and submits the 
  consolidated certification 
  (CU)
 Prepares and submits Form 
  770

The Company establishes the 
social security and insurance 
records at the relevant agencies 
(INPS-INAIL); 

Estimates and pays any social 
security contributions and 
insurance premiums due;
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HEALTH AND SAFETY 
AT WORK
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The foreign company with employees in Italy 
must comply with the regulations set out in the 
“Workplace Safety Consolidated Law”, Legislative 
Decree 81/2008, and is required to prevent 
accidents by identifying, managing and reducing 
any risks associated with the performance of the 
work activities.
The employer must comply with a series of 
detailed and rigorous regulations. The main 
requirements are:







assessment of any risks associated with the 
conduct of work activities, in order to identify 

sources of hazards and injury that may result 
therefrom;

preparation of the safety measures necessary 
for the prevention of risk and the protection 
of workers;

identification of the person in charge of the 
implementation of and compliance with safety 
rules;

implementation of the measures identified, 
and dissemination to and training of workers.
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TRANSFER PRICING
AND DAC6 NOTIFICATION 
REQUIREMENT
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The term “Transfer Pricing” identifies the rules on 
transfer pricing that affect commercial transactions 
between companies fiscally resident in Italy and 
companies fiscally resident abroad, linked to each 
other by direct or indirect control relationships 
and, therefore, include:

 



TRANSFER PRICING
REGULATIONS

In particular, the Transfer Pricing accounting 
practice is aimed at countervailing the adoption of 
tax base transfer policies by multinational groups 
to and from countries with privileged taxation, for 
the sole purpose of securing tax savings.
In compliance with the Directives issued by 
the European Union, the Italian legislation has 
transposed the relevant tax provisions into Art. 
110, paragraph 7 of the TUIR, which establishes 

Subsidiary companies established in Italy 
(subsidiary) by non-resident companies;

Permanent Establishments located in Italy 

(branch) by non-resident companies.
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that “the positive net income from intragroup 
transactions are valued on the basis of their 
normal value”.
In essence, the legislation introduces the 
obligation to perform a comparative assessment 
of the consideration charged in inter-company 
commercial transactions of multinational 
groups with the average price charged between 
independent parties operating under conditions of 
free competition and in comparable circumstances. 
Failure to comply with the principle of free 
competition (so-called “arm’s length principle”) 
results in:

 



Incentive system of “paperwork submission 
burden” (so-called “Penalty protection”)

Italian tax legislation allows taxpayers to adopt a 
regime of optional paperwork submission burden 
with reference to the transfer prices of goods or 
services falling within the scope of application 
of Article 110, paragraph 7, of the Consolidated 
Tax Law (TUIR) in order to disapply the penalties 
related to the adjustment of the normal value of 
transfer pricing. However, the non-application of 
the sanctions is subject to the prior preparation by 
the taxpayer of specific documentation suitable 
to allow the verification of the conformity of the 
transfer prices applied, drawn up according to 
the specifications provided for by the law (the 
so-called country file and master file). 

the recalculation of income on the basis of 
the “normal value” in lieu of the consideration;

the application of penalties from 90% to 180% 
of the greater tax due.

“PAPERWORK SUBMISSION BURDEN” INCENTIVE OPTION
FOR TRANSFER PRICING

PAPERWORK 
REQUIREMENTS

Masterfile It is prepared by companies that hold the title of Holding or Sub-
Holding parent company.
The Masterfile contains information relating to the Group, as well 
as the transfer pricing policy adopted.

Countryfile It is prepared by the companies that hold the title of holding 
or sub-holding parent company, companies controlled by 
non-resident companies and permanent organizations of non-
resident companies.
The Countryfile includes information concerning intra-group 
transactions relating to the local entity and, in particular, the 
general description of company, business sectors, operations 
office, general strategies pursued by the company, any changes 
in strategy compared to the previous period tax, and intra-group 
transactions.

NOTIFICATION 
REQUIREMENTS

Optional tax return The subjects who hold the Transfer price documentation 
must notify the Revenue Agency by submitting the annual tax 
return, ticking the box “Possession of documentation” in the 
appropriate box.
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Legislative Decree no. 100/2020 transposes 
the so-called DAC 6 Directive (no. 2018/822) 
relating to the mandatory automatic exchange of 
information relating to cross-border aggressive 
tax planning mechanisms.

These are tax evasion- and abuse-prevention 
provisions which provide for certain disclosure 
obligations to tax authorities, if particular cross-
border tax planning mechanisms are implemented 
which, in addition to involving economic operators 
resident in Italy, also involve foreign entities or 

DAC6 NOTIFICATION
REQUIREMENTS

foreign permanent establishments.
Failure to provide the information in question is 
punished by administrative penalties ranging from 
2,000.00 to 21,000.00 Euro, increased by half.

Notification is required if 4 preconditions are 
in place; the first two are mandatory and the 
remaining two are to be assessed according to 
specific cases. 
They are summarized in the table below.

REQUIREMENT DESCRIPTION

Transnational nature It must be a mechanism involving several Member 
States, or a Member State and a non-Member State.

Presence of at least one of the “distinctive elements” 
(Hallmark)

It must be a mechanism that contains at least one 
of the distinctive elements (Hallmark) specifically 
identified by the Directive, which can generate the 
risk of tax avoidance.

Tax reduction It must be a mechanism capable of determining a 
reduction in taxes, even just potential.

Main benefit test It must be a mechanism that does not outweigh the 
Main benefit test.

It is appropriate to point out that, among the various 
Hallmarks identified by the DAC 6 regulations, 
which are potentially susceptible of generating 
tax circumvention and/or evasion, there are 
also some cases related to the Transfer Pricing 
discipline (Group E Hallmark).



GUIDE FOR FOREIGN COMPANIES IN ITALY

24

NEXUMSTP SERVICES 
FOR FOREIGN 
COMPANIES
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Thanks to the experience of dedicated and 
specialized consultants, NexumStp can assist 
foreign companies in all phases of their operations 
in Italy. From preliminary consultancy for the 
selection of the best option on how to operate 
in Italy, to the establishment and start of the 
selected legal form, and all services for business 
management and administration: personnel 
selection and hiring of employees, ongoing 
assistance for statutory, accounting and tax 
requirements, management of employees and 

services relating to the management of human 
resources, including matters pertaining to health 
and safety, as well as payment services.
NexumStp can provide “turnkey solutions” 
for the outsourced management of the entire 
administrative process, as well as the Social 
Security Representation service for foreign 
companies that hire employees in Italy.
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NexumStp S.p.A.
Società tra Professionisti

P. Iva 13262641007

Tel +39.06.5916078
Mail info@nexumstp.it

www.nexumstp.it

Roma
Piazzale delle Belle Arti, 2
Via Nairobi, 40
Via G. Paisiello, 55
Via della Maglianella, 65/R
Via Nomentana, 935

Milano
Via Borromei, 2

Via R. Sanzio, 5 

Bologna
Via G. Amendola, 14
Via G. Papini, 18

Napoli
Via G. Porzio, 4 - Isola G8 - C.D.N.

Perugia
Viale Centova, 6

Olbia
Via Georgia, 41 - Torre 3

Torino
Corso Matteotti, 42

Brendola (VI)

Piazzetta Risorgive, 21 

Via della Vignola , 5 

Padova
Via Longhin, 11

Ferrara
Via Darsena, 67

Via Giovanni Pascoli, 10

Cesano Boscone (MI)

Bollate (MI)

Umbertide (PG)


