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The ltalian Government has approved Law Decree no. 193 of 22 October 2016
(the 'Decree') - containing 'Urgent measures on taxation and for the financing
of non deferrable needs' - which entered into force upon its publication in
Official Gazette no. 249 on 24 October 201617,

Tax collection activities transferred from Equitalia S.p.A. to the
Collection Department of the Revenue Agency (articles 1 to 3 of the
Decree)

As of 1 July 2017, Equitalia S.p.A. will be dissolved and all its functions related
to the collection of taxes transferred to the Collection Department of the
Revenue Agency, which is governed and supervised by the Ministry of
Economy and Finance. Starting from 1 January 2017, the Revenue Agency will
be entitled to extend the use its databases and information also for the
purposes of tax collection.

Amending annual tax returns (article 5 of the Decree)

The Decree introduces relevant changes to the legal framework for amending
annual tax returns for IRES (Corporate Income Tax), IRAP (Regional Income
Tax) and WHT (Withholding Tax) purposes.

The taxpayer may now file an amending tax return to correct any mistakes
and/or omissions and to adjust (reduce or increase) taxable income and give a
more accurate calculation of their tax liability or credit, before the expiration of
the statute of limitations of the year for which the original return was filed®?.

Penalties for correcting mistakes and filing amending annual returns apply, but
could be reduced under the voluntary self-disclosure mechanism (the
reduction of penalties depends on when disclosure takes place).

1 The Decree is already effective, but must be ratified (i.e. confirmed) in 60 days.

2 A tax year becomes time-barred for Corporate Income Tax purposes on 31 December of the fourth year following that in
which the tax return for that year is filed. Starting with assessments on the 2016 tax year, a tax year will become time-
barred on 31 December of the fifth year following that in which the tax return for that year is filed.
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The Decree stipulates that if the amending tax return gives
rise to a tax credit (with the amending tax return reducing
the tax liability resulting from the original tax return), the
taxpayer may offset this tax credit against any tax liability
incurred in subsequent years, under certain conditions®.

It should be noted that before the new Decree came into
effect, the taxpayer was not entitled to file an amending
annual return to reduce an incorrect tax liability declared to
the ltalian tax authorities once two tax years had passed. To
do so, the taxpayer was required to file a separate refund
claim with the tax authorities.

Special procedure for settling certain tax liabilities
(article 6 of the Decree)

Under this special procedure, the taxpayer may settle
certain tax liabilities currently pending with tax collection
agents (the liabilities need to be for financial years between
2000 and 2015) by paying - in a lump sum payment or in
four instalments - just the taxes owed, the interest on those
taxes and collection fees. Penalties and other interest for
late payment are discounted.

Voluntary Disclosure-bis (article 8 of the Decree)

The Decree re-opens the terms of the so-called Voluntary
Disclosure procedure (please refer to the Tax Alert of 22
December 2014: 'ltaly approves the Voluntary Disclosure
provisions' for a general overview). Taxpayers that have
already taken advantage of the 'first window' will not have
access to the procedure.

To benefit from the Voluntary Disclosure-bis, the taxpayer
must:

— submit an application to the Italian Revenue Agency
correcting violations made up until 30 September 2016
(i.e. for the 2015 tax year) by 31 July 2017,

— complete the application with further documentation or
relevant information by 30 September 2017.

1 The taxpayer is required to give separate indication of the tax credit resulting from the
amending tax return, with the relevant offset amount, in the annual tax return for the tax year
in which the amending tax return is filed.

Self-assessment

In contrast to the first Voluntary Disclosure programme, the
taxpayer may self-assess taxes, penalties and interest, and
pay the amount due by 30 September 2017 (three equal
monthly instalments are also allowed).

If the taxpayer does not self-assess, the Revenue Agency
sends the taxpayer an 'invite to attend a meeting with the
Revenue Agency' for all years and violations related to the
procedure, and the reduction penalties is decreased.

Penalties

Penalties are graduated depending on the level of
cooperation of the taxpayer. Therefore, if the taxpayer does
not self-assess or calculates their liabilities incorrectly, the
reduction in penalties for voluntary disclosure decreases
accordingly.

Statute of limitations for tax assessment

The statute of limitations for taxpayers that have applied for
the Voluntary Disclosure-bis programme has been pushed
back to expire on 30 December 2018. For applications
submitted within the scope of the first Voluntary Disclosure
programme, the statute of limitations has been pushed
back to expire on 30 June 2017.

Other provisions for cash ‘regularisation’

Special provisions apply if the Voluntary Disclosure-bis
programme concerns cash or cheques.
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