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As already outlined in our previous Tax Alerts, dated 11 August 2015 and 
6 July 2018, a tax credit is granted to Italian companies and Italian PEs of 
foreign companies investing in R&D from the fiscal year following that in 
progress on 31 December 2014, up to that in progress on 31 December 2020. 
On 2 November 2018, the Italian tax authorities issued some important 
clarifications, which are particularly relevant to foreign companies which have 
R&D activities in Italy or which may consider setting up an R&D center in Italy. 
Furthermore, the 2019 Budget Bill includes changes to the R&D regime.

Tax ruling no. 58 of 2 November 2018: clarifications on the calculation of 
the average R&D investment made in the three fiscal years prior to that in 
progress on 31 December 2015

To understand the context of this tax ruling, a quick recap of the Italian R&D 
tax credit rules will be useful. Basically, the 2017 Budget Law added a new 
paragraph 1-bis to article 3 of Law Decree no. 145/2013. This paragraph 1-bis
allows Italian entities and Italian PEs of foreign companies to benefit from the 
R&D tax credit even if they engage in R&D under contracts with foreign 
companies. However, those foreign companies must be resident in other EU 
or EEA Member States or in countries that have signed an agreement on the 
exchange of information with Italy. This amendment has been in force since 
the fiscal year following that in progress on 31 December 2016 (for calendar-
year taxpayers: since fiscal year 2017). 

The November tax ruling implicitly confirms that R&D expenses incurred when 
carrying out research on behalf of a foreign company fall within the scope of 
the R&D tax credit mechanism. The tax ruling application presented the case 
of an Italian company that, between 2012 and 2016, had engaged in R&D on 
its own behalf and also on behalf of a French company. However, since 1 
January 2017, the Italian company had no longer conducted any R&D on 
behalf of the French company. The applicant wished to know whether, when 
calculating its average R&D expenditure in fiscal years 2012, 2013 and 2014 in 
order to determine the tax credit available for fiscal year 2017, it had to include 
the R&D costs of the activities performed on behalf of the French company.

Tax Alert
9 November 2018

Offices 

Milan
Via Vittor Pisani 31, 20124
T: +39 02 676441 - F: +39 02 67644758

Ancona
Via I° Maggio 150/a, 60131
T: +39 071 2916378 - F: +39 071 2916221

Bologna
Via Innocenzo Malvasia 6, 40131
T: +39 051 4392711 - F: +39 051 4392799

Florence
Viale Niccolò Machiavelli 29, 50125
T: +39 055 261961 - F: +39 055 2619666

Genoa
P.zza della Vittoria 15/12, 16121
T: +39 010 5702225 - F: +39 010 584670

Naples
Via F. Caracciolo 17, 80122
T: +39 081 662617 - F: +39 081 2488373

Padua
Piazza Salvemini 2, 35131
T: +39 049 8239611 - F: +39 049 8239666

Perugia
Via Campo di Marte 19, 06124
T: +39 075 5734518 - F: +39 075 5723783

Pescara
P.zza Duca D'Aosta 31, 65121
T: +39 085 4210479 - F: +39 085 4429900

Rome
Via Adelaide Ristori 38, 00197
T: +39 06 809631 - F: +39 06 8077459

Turin
C.so Vittorio Emanuele II 48, 10123
T: +39 011 883166 - F: +39 011 8395865

Verona
Via Leone Pancaldo 68, 37138
T: +39 045 8114111 - F: +39 045 8114390

http://kdocs.kpmg.it/marketing/KSA/taxalert_R&D_implementing_decree_1108.pdf
http://kdocs.kpmg.it/Marketing_Studio/0607_Italy_Recap_of_the_R&D_tax_credit_mechanism.pdf


kpmg.com/it

Tax Alert / KPMG in Italy / 9 November 2018

© 2018 Studio Associato - Consulenza legale e tributaria, an Italian professional partnership 
and a member firm of the KPMG network of independent member firms affiliated with 
KPMG International Cooperative ('KPMG International'), a Swiss entity. All rights reserved.

The KPMG name, logo are registered trademarks or trademarks of KPMG International 
Cooperative (“KPMG International”).

Studio Associato - Consulenza legale e tributaria is a leading Italian law firm and a member 
firm of KPMG International for tax and legal services.

The information contained herein is of a general nature and is not intended to address the 
circumstances of any particular individual or entity. Although we endeavour to provide 
accurate and timely information, there can be no guarantee that such information is accurate 
as of the date it is received or that it will continue to be accurate in the future. No one should 
act on such information without appropriate professional advice after a thorough examination 
of the particular situation.

R&D contacts in Italy

kpmg.com/appkpmg.com/it/socialmedia

KPMG, Tax & Legal

Document prepared and written by Giulia Marcone and Matteo Bovo

Lorenzo Bellavite
Senior manager,
International Tax Services
T: +39 045 8114111
E: lbellavite@kpmg.it

The Italian Tax Authority replied that, based on the reasoning behind the tax credit, it is necessary - when calculating 
whether there has been an increase in expenditure - to consider all the eligible R&D expenditure of the three fiscal years 
prior to that in progress on 31 December 2015 and all the eligible R&D expenditure of the tax period in relation to which 
the company intends to claim the benefit, whether or not the costs were incurred for its own R&D or that conducted on 
behalf of the French company.

Further developments

The current 2019 Budget Bill includes a number of amendments to the R&D tax credit regime and, with specific reference 
to article 3(1-bis) of Law Decree no. 145/2013, mentioned above, narrows the range of eligible expenses. If approved, only 
the costs of R&D carried out directly and in laboratories or facilities located in Italy will be eligible for the R&D tax credit.

According to the current version of the Budget Bill, the tax credit eligibility requirements remain unchanged.
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