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Disclaimer

The present guidelines are for reference purposes only. Readers should not base 

their investment decisions only on the basis of the present text and are strongly 

recommended to seek for professional assistance.
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Overview of the legal system

Italy’s legal system is classified as a “civil law” one, i.e. a system that is based on 

written laws that are issued by national and local legislative branches.

• The legal system follows an ordinary hierarchy, which is roughly the following:

• The Constitution, which sets the general legal principals and aims that laws 

have to obey to and that the Government has to follow.

• National laws.

• National regulations, which detail the norms set with national laws.

• Local laws and regulations.

• Conventions that are not against the law, where written laws and regulations 

do not provide the customs’ content.

Being a Member State of the European Union, Italy must implement directives and 

regulations promulgated by the European legislative branches within its jurisdiction 

and adapt its legislation so that it is in conformity with EU law.

Italy inherits a long-standing European legal tradition that dates back to the Greco-
Roman ages and that includes legal theories developed through centuries, 

remarkably continental European codifications (especially Napoleon’s Civil Code of 

1804) and the German legal theory developed in the nineteenth Century. This 

makes the Italian legal system particularly sophisticated and thus complicated.

Furthermore, there have been increasing transfer of significant power from the 

central Government to local ones, which makes Italy a hybrid central State with 

elements of federalism in it. Foreign players should take local governments’ relative 

legislative autonomy into account.
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Representative offices

While other jurisdictions encourage the establishment of representative offices, 

Italy does not have a specific legislation on such form of presence in its territory.

By definition, a representative office cannot conduct any business, nor issue any 

invoice. If it does, it is deemed to be an actual company and shall bear liabilities and 

tax burdens accordingly.

Foreigners interested in having a business presence in Italy should thus be careful in 

utilising this instrument.
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Company types

The Italian legal system provides investors and entrepreneurs with eight types of 

companies that suits different strategic goals and needs.

Such types can be divided into two groups:

1. Companies with unlimited liability, such as partnerships, i.e. where partners 

are liable with all their substances for their company’s debts, once the 

company’s capital and assets are not sufficient to satisfy creditors.

2. Companies with limited liability, i.e. where the maximum liability is limited to 

the company’s own capital and assets.

According to this division, company types are the following:

Unlimited liability Limited liability

Società semplice (s.s.) Società a responsabilità limitata (s.r.l.)

Società in nome collettivo (s.n.c.) Società per azioni (s.p.a.)

Società in accomandita semplice 

(s.a.s.)
Società in accomandita per azioni 

(s.a.p.a.)

Società cooperative (s.coop.) Società cooperativa a responsabilità 

limitata (s.c.r.l.)

Unlimited liability companies are generally used for small family businesses and 

taxation purposes. If their drawback is debt tracing, their main advantage is that 

they can be managed in a highly simplified way, without sophisticated audit, 

accountancy, taxation and bureaucracy.

Limited liability companies are the most common company form used for any 

business, whether small or big. It is recommended that investors and entrepreneurs 

only make use of such type of companies, in order to protect themselves from 

personal liability. Their main drawback is that they are more regulated than 

unlimited liability ones.

The vast majority of limited liability companies are in the form of s.r.l. or s.p.a.. 

S.a.p.a. is rarely used and s.c.r.l. is a cooperative company, i.e. a structure where the 
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main contribution is not capital, but shareholders’ labour. In this paper we illustrate 

the basic information pertaining s.r.l. and s.p.a..

S O C I E T À  A  R E S P O N S A B I L I T À  L I M I T A T A  ( S . R . L . )
This type of company, which can be translated into English as “private limited 

liability company” is the most popular form of business entity and is most suitable 

for companies with a limited number of partners, however big the investment can 

be.

According to its legal definition, partners are not held responsible for the 

company’s obligations and debts.

The minimum registered capital requirement is 10,000.00 €. Up to twenty-five 

percent of the capital can be contributed in the form of an insurance or bank 

guarantee.

Capital is not divided in shares, but in quotas (i.e. percentages of the capital). 
Therefore, each partner owns one and only one quota, which represents his 

percentage of capital contribution. Transfer of quotas bears more restrictions than 

transfer of shares in s.p.a. companies.

S.r.l. companies are normally established between two or more partners, but they 

can well have only one partner and still remain limited liability entities.

The management structure is particularly flexible and has to be described in the 

articles of association. The standard structure provides that there be at least two 

bodies: a board of directors (who must be partners, unless otherwise stated) and the 

partners’ general meeting, which generally adopts its decision with absolute 

majority votes. In addition, there can be established an audit committee.

The law requires that, whatever the management structure, partners cannot give up 

their right to vote on the following:

• Approval of balance sheet and distribution of dividends.

• Appointment of directors, if thus provided in the articles of association.

• Appointment of auditors.

• Amendments of the articles of association.

• Decisions that substantially change partners’ rights or the company’s business 

scope.
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S O C I E T À  P E R  A Z I O N I  ( S . P . A . )
This type of company can be roughly translated as “joint stock company”, i.e. a 

limited liability company where the capital is divided into shares.

The minimum capital requirement for ordinary s.p.a. (i.e. for those companies that 

do not engage in sectors such as banking, insurance, etc.) is 120,000.00 € and, as 

well as s.r.l., there is no minimum number of shareholders. In case there are two or 

more shareholders, at least twenty-five percent of the registered capital has to 

contributed when incorporating the company. Otherwise, in the presence of only 

one shareholder, the whole capital must be contributed.

Shares can, according to the articles of association of each single s.p.a., bear 

different rights or limitations, especially in terms of voting rights and precedence in 

obtaining dividends.

Only s.p.a. companies can be listed on Italian exchanges.

S.p.a. companies can be managed adopting one of the following three alternative 

structures:

1. Board of directors and audit committee that controls the company’s 

administration, plus an accounting committee that has control over the 

company’s financial administration.

2. A surveillance committee appointed by the shareholders’ meeting, which 

embodies competencies that in the previous structure fall within the scope of 

shareholders’ meeting, such as balance sheet approval. The surveillance 

committee appoints a managing committee.

3. A managing board that appoints some of its members to a management 

control committee, which reviews the board’s decisions.

In all cases, financial control is exerted by an external body. The standard 

management structure is the one indicated in point 1) thereof.
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Requirements for foreign investors

There are no strict limitations to foreign investments in Italy, apart from strategic 

sectors, such as banking and aerial transportation.

The same goes with funding and exchange regulations, which, generally speaking 

are open and free to any investor.

Unlike other Countries, business entities are the same whether shareholders or 

partners are Italian or foreign nationals, or both. In the strict legal sense, therefore, 

there are no “joint-venture companies”, but rather a company of whatever type (say 

an s.r.l.) with shareholders from anywhere.

When setting up their strategy, foreign investors should be aware of EU visa 

policies and of the strict domestic labour legislation, which provides workers and 

employees with strong guarantees, as well as restrictive antitrust requirements that 

come from EU legislation.

When establishing their business entities in Italy, investors should also take into 

account and state in the appropriate documents, such as articles of association, the 

following formalities:

• Properly incorporate the company before a public notary and subsequently 

register it in the company register of the local Chamber of Commerce.

• State whether any shares for non-capital consideration are issued.

• Any rights or restrictions attached to shares.

• Management structure.

• Reporting requirements.
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Ordinary taxation of companies

Business income tax, called IRES, on companies (whatever their type) is applied 

with a 27.5% flat rate.

Business income generated by certain financial operations is taxed at different rates.

Local business tax is applied ordinarily at a 3.9% rate on the company’s gross 

income, thus also even if it is at loss.

Investors should be aware of fiscal surveillance methods, adopted by the State in 

order to avoid the abuse of State-sponsored funds or preferred taxation by 

companies that do not comply with the specific requirements for such incentives.

In certain cases, companies can apply for direct taxation of shareholders’ income, 

instead of company taxation.

In other cases, large groups of companies can apply for the holding company being 

taxed on behalf of the entire corporate group.

Other business-related taxes are the following (source: www.practicallaw.com):

Dividends paid to foreign corporate shareholders. A 27% withholding tax (12.5% on 

savings shares) is payable subject to the provisions of any applicable double tax 

treaty and Council Directive (EC) No. 435/90 on the Taxation of parent companies 

and subsidiaries.

• Dividends received from foreign companies. Subject to certain conditions, 

95% of dividends paid by controlled companies resident in an EU country or 

in non-EU countries (if they are not tax havens) to an Italian parent company 

are not subject to corporate income tax. 

• Interest paid to foreign corporate shareholders. A 12.5% withholding tax (27% 

if it is resident in a tax haven)  is payable, subject to the provisions of any 

applicable double tax treaty.

• IP royalties. A 30% withholding tax on 75% of the income received is payable, 

subject to the provisions of any applicable double tax treaty. 

Since 2004, incomes deriving from financial participations in not taxed.
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Contact details

For any query, please refer to:

dMTV – de Masi Taddei Vasoli

via Torquato Tasso, 8

20123 Milan – Italy

tel.: +39 02 4694613

fax: +39 02 468263

e-mail: welcome@dmtv-lex.com

www.demasitaddeivasoli.com
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