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I. Introduction

On 30 December 2018, the Italian Parliament approved Law No. 145 (the “2019 

Budget Law”), published in the Official Gazette No. 302 of 31 December 2018.

Among the tax measures made by this 2019 Budget Law, it is worth noting the 

following: in the context of direct taxation, the introduction of the new flat tax 

regime, the extension of the flat rate regime provided by Law No. 190/2014, losses 

carried forward for IRPEF tax payers; in the context of VAT, neutralization of rates 

increase; in the context of indirect taxation, the introduction of a new tax on digital 

transactions; the retroactivity of art. 20 of Presidential Decree No. 131/1986; in 

the context tax incentives, the introduction of facilitated taxation of reinvested 

profits for companies and the extension of the so called “hyper-depreciation” 

regime.
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II. News on direct taxes

Extension of the flat rate regime provided by Law No. 
190/2014

Art. 1, para. 9-11 of the 2019 Budget Law modified the eligibility requirements for 

the flat-rate regime provided by Law 23 December 2014, No. 190 (“Law No. 

190/2014”).

The above-mentioned regime will provide for a substitute income tax rate of 15% 

for all business activities carried out by individuals with a threshold of revenues 

and compensation of up to Euro 65,000. 

The flat-rate regime is not granted to:

(a) individuals whose business or professional activity is carried out, mainly, with 

employers, or other persons directly or indirectly related to them, with whom 

work relations are in progress, or work relations had taken place in the two 

previous tax periods and

(b) individuals who, while carrying out an economic activity or a professional 

service: (i) are partners in partnerships, associations or family businesses; (ii)

control, directly or indirectly, limited liability companies or profit-sharing 

associations that carry out economic activities directly or indirectly related to 

those carried out as individual business. 

The substitute tax is applied on revenues with a 15% flat rate. 

It is underlined that the requirements for eligibility for the flat-rate regime are 

verified with reference to revenues gained during the previous fiscal year. 

Accordingly, if the revenue threshold is exceeded during the tax period in which 

the scheme is used, it will not be immediately withdrawn.
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Introduction of the new flat tax regime 

Pursuant to para. 17 of art. 1 of the 2019 Budget Law, as from 1 January 2020, 

individuals who carry out business or self-employment activities and in the 

previous tax period earned, for that business activity, revenue  from Euro 65,001 

up to Euro 100,000, may apply to their business or self-employment income, 

determined on the basis of TUIR provisions in the Consolidated Income Tax Act

(“TUIR”), a substitute tax for income tax, IRAP and surcharges, at a rate of 20%.

Substitute tax regime granted to individuals receiving 
foreign pensions 

Art. 1, para.  273 of the 2019 Budget Law, introduced a new article to the TUIR (art.

24-ter ) under which individuals who receive pension from foreign sources who 

transfer their tax residence to one of southern Italy’s municipalities with a 

population of less than 20,000 inhabitants, located in Abruzzo, Basilicata, Calabria, 

Campania, Molise, Puglia, Sardinia or Sicily, may opt, from 1 January 2019, to be 

subject to a substitute tax of 7% of income for any category received from foreign 

sources or produced abroad.

The requirements for eligibility for this regime are the following: (i) the receipt of 

pension income from foreign sources (art. 49, para. 2, TUIR); (ii) the transfer of 

residence to one of the above mentioned Italian municipalities; and (iii) the

residence in a foreign state for the five tax periods preceding the one in which the 

option becomes effective.

Losses’ carry forward for IRPEF tax payers

2019 Budget Law has introduced the possibility for unlimited losses’ to be carried

forward for IRPEF tax payers, regardless of the accounting regime adopted. 

Therefore, losses can be carried forward to subsequent years for up to 80% of the 

income earned in those years

Article 1, paras. 23-26 of the 2019 Budget Law provides, for IRPEF tax payers, the 

right to carry forward losses arising from business activities or participation in 

general or limited partnerships in subsequent tax periods. 

Irrespective of the accounting regime adopted, the losses will be deductible for up 

to 80% of taxable income without time limits.
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By way of exception to the above regime, a different deductibility limit is provided 

for losses arising from business activities of companies, as provided for in Article 

66 of the TUIR (società minori). In particular: 

(i) if the losses are related to the FY 2017, they are taken into account as a reduction 

of the income earned in the FYs 2018, 2019 and 2020 for no more than 40%, 40% 

and 60% respectively; 

(ii) if the losses are related to the FY 2018, they are counted as a reduction of the 

income earned in the FYs 2019 and 2020 for no more than 40% and 60%

respectively; and

(iii) if the losses are related to the FY 2019, they are to be deducted from the 

relevant income earned in the FY 2020 up to no more than 60% of that income.

Losses’ carry forward for IFRS entities

Article 1, para. 1056 of the 2019 Budget Law, provides for the deduction of 10% 

for negative items, provided for IRES and IRAP purposes, for financial institutions 

and insurance companies in relation to the FY 2018, deferred to the current FY at 

31 December 2026. The deferral is not taken into account for the purposes of 

determining the IRES and IRAP advance payments due for 2018.

Inapplicability for real estate companies of limits on the 
deductibility of interest expenses

Article 1, para. 7-8 of the 2019 Budget Law provides for the inapplicability for real 

estate companies of limits on the deductibility of interest expenses in relation to 

loans secured by mortgage on real estate intended for rental.

In this context, please refer to the newsletter published on www.chiomenti.net.

***

In the context of direct taxation, it is also noteworthy that art. 1, para. 1055 has 

provided for the abolition of art. 55-bis of the TUIR, concerning the IRI, which has

never been enforced since its applicability had been already deferred by Law No. 

205/2017.

http://www.chiomenti.net/
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III. VAT provisions 

Neutralization of VAT tax rate increase

Art. 1, para. 2 of the 2019 Budget law, has provided for FY 2019, the neutralization 

of VAT rate increase, and for FYs 2020 – 2021, for the increase of VAT standard 

rate of 0,3% and 1,5% respectively.

Art. 1, para. 2 of the 2019 Budget law has also provided for the increase of the 10% 

VAT rate of 3% as of 2020.

* * *

In the context of VAT, it is also noteworthy that: (i) there is an amendment to VAT 

rates on medical devices (art. 1, para. 3); and (ii) there is an extension of the 4% 

rate to certain food products (art. 1, para. 4; 692 et seq.).

IV. Indirect tax news

Introduction of a new tax on digital transactions (“Web 
Tax”)

Article 1, paras. 35-52 of the 2019 Budget Law has introduced a new version of 

the web tax. The tax is applied to entities carrying out commercial activities who, 

individually or at group level, during a calendar year, jointly realize: 1) a total 

amount of revenue of at least of Euro 750,000,000; and 2) such revenue is derived

from digital services, generated in Italy, of at least of Euro 5,500,000.

The objective scope of the tax is limited to: the use of advertising on a digital 

interface targeted at users of the same interface; the provision of a multilateral 

digital interface that allows users to be in contact and interact with each other, also 

in order to facilitate the direct supply of goods or services; and the transmission 

of data collected from users and generated by the use of a digital interface.

Pursuant to paragraph 41 of art. 1 of the 2019 Budget Law, the tax is calculated by 

applying a 3% rate on the taxable income realized in each quarter, assumed gross 

of costs and net of VAT. 

The obligation to calculate, apply and pay the tax is imposed on service providers

by the month following each quarter. These service providers have to submit their

annual tax return before four months from the end of the tax period. 
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Retroactivity of art. 20 of Presidential Decree No. 131/1986

Article 1, para. 1084 of the 2019 Budget Law expressly qualifies article 1, 

paragraph 87, subparagraph a), of Law No. 205 of 27 December 2017 as an 

authentic interpretation law with retrospective effect.

As is well known, the latter provision amended Article 20 of Presidential Decree

No. 131 of 26 April 1986 (“D.P.R. No. 131/1986”), which currently provides that 

the registration tax is to be applied according to the nature and legal effects of the 

deeds submitted for registration, even if they do not correspond to the title or to 

the apparent form required, regardless of extraneous elements and related deeds.

Following the above amendment, art. 20 of the Presidential Decree 131/1986 

cannot be used to requalify, even in relation to the tax periods prior to 2018, deeds 

subject to registration on the basis of extraneous elements or on the basis of 

related deeds.

***

In the context of indirect taxation, the following are also noteworthy: (i) the 

increase in excise duties on fuels for 2019 (art. 1, para. 5-6); (ii) the rescheduling 

of the excise tax credit in favour of professional drivers (art. 1, para. 57-58); (iii) 

the stamp duty exemption for sports associations (art. 1, para. 646); (iv) the 

reduction in excise duties on beer (art. 1, para. 689-691); and (v) the increase of 

the coefficient for determining the overall excise duty on cigarettes and the 

increase of the minimum excise duty applicable to other manufactured tobacco 

products (art. 1, para. 1075-1078).

V. Tax incentives news

Facilitated taxation of reinvested profits for companies

Article 1, paragraphs 28-34 of the 2019 Budget Law introduces, as of FY 2019, a 

reduced taxation regime for reinvested profits for the acquisition of tangible assets 

and/or for the increase of employment. 

Total net income may be subject to the IRES rate reduced by 9 percentage points 

for the part of income corresponding to the profits of the previous tax period, 

arising from business activities, allocated as free reserves, within the limits of the 

amount corresponding to the sum of: (i) investments made in new tangible capital 

goods pursuant to art. 102 of TUIR; and (ii) the cost of subordinate employment.
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Abolition of Aid to Economic Growth ('ACE')

Article 1, para. 1080 of the 2019 Italian Budget Law provides for the abrogation of 

the ACE Regime, which allowed a tax deduction equal to a notional yield of the 

annual increase in a company’s equity as compared to the amount shown in the 

financial statements for 2010. With reference to the carrying forward of the amount 

of notional yield exceeding the total net income for the 2018 period, the provisions 

provided for by article 3, paragraph 2 of the Ministerial Decree of 3 August 2017, 

still apply.

Properties and shareholdings’ step-up regime

Art. 1, para. 1053-1054 of the 2019 Budget Law provides for the opportunity for 

Italian companies to step-up properties and shareholdings values for accounting 

and tax purposes. This measure is an extension of the regime provided by articles 

5 and 7 of Law No 448/2001, which provides for the opportunity to step-up the 

values of property, (both agricultural and building ones), and of shareholdings in 

unlisted companies owned by individuals and partnerships, in order to determine

capital gains, through the payment of a substitute tax to be applied on the higher 

value attributed to the assets following an expert estimate. 

The rate of the substitute tax, which must be paid in full, or limited to the first 

instalment, by 1 July 2019, is now determined as follows: (i) 11% for qualified

shareholdings; and (ii) 10% for non-qualified shareholdings and property.

Business assets step-up

Article 1, paras. 940-948 of the 2019 Budget Law has provided for the possibility

(which was introduced for the first time by Law no. 342/2000) for the persons 

referred to in article 73, para 1, subparagraphs a) and b) of the TUIR, who do not 

adopt international accounting standards, to step-up business assets and 

shareholding values, with the exception of commodities, resulting from financial 

statements as at 31 December 2017.

The revaluation is subject to the payment of a substitute tax to be applied on the 

difference between the historical cost of the asset and the value attributed 

following the revaluation, amounting to 12% for non-depreciable assets, and to

16% for depreciable assets. 
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The active cash balance of the revaluation can be released, in whole or in part, by 

applying a 10% substitute tax of income tax, regional tax on productive activities 

and any additional tax.

The research & development tax credit

Article 1, paras. 70-72, of the Budget Law 2019 introduced several changes to the 

tax credit regime for research and development activities already provided for by 

article 3 of Decree Law no. 145/2013.

The credit is granted for 25% of the costs incurred and for 50% of the expenses 

related to employees, directly employed in research and development activities, as 

well as expenses relating to contracts entered into, for the direct performance of 

research and development activities, with universities, research institutions and 

similar bodies as well as with resident start-up companies and innovative SMEs.

The maximum amount of tax credit available is Euro 10,000,000.

Innovative start-up tax incentives

Article 1, paras. 218-220 of the 2019 Budget Law provides for an increase in the 

rates of benefits provided by article 29 of Legislative Decree no. 179 of 18 October 

2012, which recognises an IRPEF reduction and an IRES deduction for those who 

invest in the capital of innovative start-ups.

In particular, for FY 2019: (i) the rate of the incentive is increased from 30% to 40% 

for all IRPEF and IRES tax payers who invest in an innovative start-up; and (ii) a rate 

of 50% is introduced for IRES tax payers in the event of the full acquisition of the 

capital of an innovative start-up if the investment is held for at least 3 years.

Deductibility of goodwill depreciation

Article 1, para. 1079 of the 2019 Budget Law establishes that the depreciation rates 

relating to the value of goodwill and other intangible assets that have given rise to 

the recognition of deferred tax assets, to which paragraphs 55, 56-bis, 56-bis.1 

and 56-ter of Article 2 of Decree Law No. 225/2010 (the so-called "qualified DTA")

apply and which were not deducted for IRES and IRAP purposes in the tax period 

current at 31 December 2017, are deductible over a period of 11 years starting 

from the FY 2019 at the following rates: (i) 5% of their total amount in the FY current 

at 31 December 2019; (ii) 3% of their total amount in FY current at 31 December 

2020; (iii) 10% of their total amount in FY current at 31 December 2019; (iv) 12% 
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of their total amount in each FY current between 31 December 2022 and 31

December 2027; and (v) 5% of their total amount in each FY current between 31

December 2028 and 31 December 2029.

Exclusion of real estate properties from companies’ own 
assets

Article 1, para. 66, of the Budget Law 2019 proposes again the facilitated exclusion 

procedure already provided for by the Stability Law 2016 (article 1, para. 121of Law 

no. 208/2015). 

By virtue of the provision in the 2019 Budget Law, the individual entrepreneur who 

owns real estate assets as at 31 December 2018 may exclude them from the 

company's assets from 1 January 2019 to 31 May 2019, by paying a substitute tax 

of IRPEF and IRAP of 8% on the capital gain calculated on the basis of the difference 

between the normal value of these assets (or their cadastral value) and the related 

value recognized for tax purposes.

Deferment of the deduction of credit losses

Article 1, paras. 1067-1069, of the 2019 Budget Law provides that on first-time 

adoption of IFRS 9, credit and financial institutions may deduct their income 

components deriving exclusively from the adoption of the credit loss recognition 

model of the above accounting standard for the amount of 10% in the first FY and 

the remaining 90% on a straight-line basis in the nine subsequent FYs.

Hyper-depreciation

Article 1, paras 60-65 of the 2019 Budget Law extends hyper-amortisation, 

introducing new percentages of increase. 

The intensity of the benefit is differentiated in a decreasing manner according to 

predetermined volumes of investments. In particular, the cost increase is applied 

in the following stages: (i) at a rate of 170% for investments of up to Euro

2,500,000, (ii) at a rate of 100% for investments between Euro 2,500,000 and Euro 

10.000,000 and; (iii) at a rate of 50% for investments between Euro 10,000,000 

and 20.000,000. No increase is to be applied for investments exceeding Euro

20,000,000 threshold. 

In addition, article 1, para. 229 of the 2019 Budget Law, with reference to the cost 

increase for intangible assets, deems eligible for the above regime the costs 

incurred as a fee for access, through cloud-computing solutions, to intangible 
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assets as per Annex B of Law no. 232/2016, to the extent of the quota of the fee 

pertaining to the tax period to which the incentive applies.

***

As far as tax incentives are concerned, it is worth noting that a tax credit has been 

granted for a gift related to the construction, maintenance and restoration of sports 

facilities.

VI. LOCAL TAXES

In the context of local taxes, also noteworthy are the following measures: (i) the 

increase in the rate of deductibility of the IMU on capital buildings (art. 1, para. 

12); (ii) the so called “cedolare secca” on commercial buildings (art. 1, para. 59); 

(iii) the IMU exemption for buildings located in the earthquake-stricken 

municipalities of Emilia-Romagna (art. 1, para. 985); (iv) the introduction of a

vehicle tax for historic vehicles (art. 1, para. 1048); (v) the reduction of the IMU and 

TASI taxable base for real estate granted on a free loan basis (art. 1, para. 1092); 

(vi) the amendment of the amount of the advance due for the so called “cedolare 

secca” (art. 1, para. 1127); (vii) the landing fee in the municipality of Venice (art. 1, 

para. 1129); and (viii) the extension of the TASI surcharge (art. 1, para. 1133).

VII. OTHER TAX MEASURES

No profit entities commercial activities

Article 1, para. 1022 of the 2019 Budget Law extends to private nature entities, 

which are necessary for non-economic public entities to carry out public interest

functions, the applicability of article 148, para. 3 of the TUIR, pursuant to which, 

for certain kind of non-profit entities, activities carried out in direct 

implementation of institutional purposes, even if they are carried out for specific 

fees, are not considered commercial if they are carried out in favour of: (i) their 

members or participants; or (ii) other entities that carry out the same activity and 

that by law, deed of incorporation or statute are part of a single local or national 

organization; or (iii) members or participants of such other entities and members 

of their respective national organisations.

No profit entities - ex “IPAB” foundation

Art. 1, para. 82-83, of the Budget Law 2019 has introduced subparagraph b-bis) 

in to article 79, para. 3, of the No Profit Entities Code, according to which the 
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activities in the social, health and social-sanitary field, carried out by Foundations 

ex IPAB (Public Institute of Assistance and Charity) are not considered commercial,

provided that the profits are reinvested in activities of a health or social-sanitary 

nature and without distributing any compensation in favour of the administrative 

bodies. 

In any event, this tax regime is applied in accordance with the current rules on de 

minimis aid.

Full and final settlement

Article 1, para. 184-199 of the 2019 Budget Law provides that debts of individuals, 

other than those up to Euro 1,000, which are automatically discharged (art. 4, 

Legislative Decree No. 119/2018), whose collection has been assigned to the Tax 

Collector (Agente della riscossione) from 1 January 2000 to 31 December 2010, 

and deriving from the omitted payment of taxes, resulting from annual tax return 

or from automatic inspection activities, may be discharged by debtors who are in 

a serious and demonstrable situation of financial hardship, represented by an “ISEE” 

less than Euro 20,000.

The debt write-off is completed, without the payment of penalties and delay

interest, by payment, including by instalments, of: (i) 16% of the tax and any other 

interest if the ISEE is less than Euro 8,500; (ii) 20% of the tax and any other interest 

if the ISEE is between Euro 8,500 and Euro 12,500; and (iii) 35% of the tax and any 

other interest if the ISEE is between Euro 12,500 and Euro 20,000.

To take advantage of this provision, it is necessary to submit the appropriate 

application by 30 April 2019 and wait the Revenue-Recovery Agency to notify to 

the applicants, by 31 October 2019, the amounts due.

Application of international financial accounting 
standards

Article 1, paras. 1070 and 1071 of the 2019 Budget Law amended the Legislative 

Decree no. 38/2005, including as follows: (i) among the entities required to 

prepare financial statements in accordance with international standards are: listed 

companies, companies issuing financial instruments widely distributed among the 

public, Italian banks, parent company of banking groups, Italian mixed financial 

holding companies, SIM, parent company of SIM, asset management companies, 

financial companies registered in the register referred to in Article 106 of the TUB 

and their parent companies, pawnbrokers, electronic money institutions, payment 

institutions, insurance companies;  (ii) among the entities granted the power to 
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prepare financial statements in accordance with international standards are: 

companies included in the consolidated financial statements of the above 

mentioned entities, companies that prepare consolidated financial statements 

other than the previous ones, companies included in the same consolidated 

financial statements, companies other than the previous ones and not included in 

consolidated financial statements and entities whose securities are not traded on 

a regulated market.

Use of cash by tourists

Article 1, para. 245 of the 2019 Budget Law, has provided for an increase in the 

limit for the transfer of cash of up to Euro 15,000, even for citizens of EU or EEA 

countries, previously subject to the limit of Eur 2,999.99.

***

Also noteworthy are the following provisions: (i) the inapplicability for real estate 

companies of the interest expense deductibility’s limit (art. 1, para. 7-8); (ii) the 

substitute tax on private tutoring (art. 1, para 13-16); (iii) +,- deduction provided 

for the expenses incurred for the maintenance of guide dogs for blind people (art. 

1, para. 27); (iv) the exemption from electronic invoicing for invoices whose data 

is transmitted to the Health System (“Sistema Tessera Sanitaria”) (art. 1, para. 53-

54); (v) the abrogation of provisions on invoices related to sponsorship contracts 

(art. 1, para. 56); (vi) the continuation for 2019 of the tax deductions relating to 

expenses incurred for energy efficiency measures, building renovation and the 

purchase of furniture and huge electronic equipment (art. 1, para. 67); (vii) the 

extension of the “Green Bonus” (“Bonus verde”) (art. 1, para. 68); (viii) the 

introduction of a tax credit for recycling activity of plastic products (art. 1, para. 

73-77); (ix) the extension of the “Formazione 4.0” bonus (art. 1, para.78 – 81); (x) 

the introduction of a tax credit for gifts related to public projects (art. 1 para. 156

–161); (xi) the increase of an equity quota that mandatory and supplementary 

pension funds can allocate to specific qualified investments and long-term savings 

plans (art. 1, para. 211-215); (xii) the introduction of a favourable tax regime for 

occasional pickers of wild products (art. 1, para. 692 – 699); (xiii) the introduction 

of favourable tax treatment for farmers’ family members (art. 1, para. 705); (xiv) 

the reduction of tax credit measures for cinema operators, retail book sellers and 

companies that produce editorial products and make investments in publishing 

and economic restructuring programmes (art. 1, para. 805); (xv) the introduction 

of a tax credit for newspaper retailers (art. 1, para. 806-809); (xvi) the introduction 

of a bonus for the purchase of ecological vehicles and bonus for the purchase and 

installation of charging infrastructures for electric vehicles (art. 1, para. 1031 –

1038 and para. 1039); (xvii) the introduction of an Eco tax on the registration of 
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polluting vehicles (art. 1, para. 1042-1045); (xviii) the increase of “PREU” and the 

tax on games (art. 1, para. 1051); (xix) the introduction of a tax on betting 

competitions (art. 1, para. 1052); and (xx) the increase of advance payments of the 

tax on insurance (art. 1, para. 1066).

For any further queries please feel free to call or email your contact at Chiomenti or the tax 
team at tax@chiomenti.net




