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Preface

KPMG LLP’s (KPMG) Film Financing and Television Programming: A Taxation 
Guide, now in its sixth edition, is a fundamental resource for film and television 
producers, attorneys, tax, and finance executives involved with the commercial 
side of film and television production.  The guide is recognized as a valued 
reference tool for motion picture and television industry professionals.  
Its primary focus is on the tax and business needs of the film and television 
industry with information drawn from the knowledge of KPMG International’s 
global network of media and entertainment Tax professionals.

KPMG published the first guide more than 15 years ago as a resource for global 
coverage of incentives and tax updates as they apply to the film and television 
industry. Subsequent editions expanded into coverage of financing techniques, 
credits/incentives, and a thorough appendix of withholding tax rates–a valuable 
reference tool for all finance and tax professionals.

Each chapter of the sixth edition focuses on a single country and provides a 
description of commonly used financing structures in film and television, as 
well as their potential commercial and tax implications for the parties involved. 
Additionally, the United States chapter focuses on both federal and state 
incentives, highlighting the states that offer the more popular and generous tax 
and financial incentives.  Key sections in each chapter include: 

Introduction
A thumbnail description of the country’s film and television industry contacts, 
regulatory bodies, and financing developments and trends.

Key Tax Facts
At-a-glance tables of corporate, personal, and VAT tax rates; normal non-treaty 
withholding tax rates; and tax year-end information for companies and 
individuals.

Financing Structures
Descriptions of commonly used financing structures in film and television in the 
country and the potential commercial tax implications for the parties involved.  The 
section covers rules surrounding co-productions, partnerships, equity tracking 
shares, sales and leaseback, subsidiaries, and other tax-effective structures.

Tax and Financial Incentives
Details regarding the tax and financial incentives available from central and local 
governments as they apply to investors, producers, distributors, and actors, as 
well as other types of incentives offered.

Corporate Tax
Explanations of the corporate tax in the country, including definitions, rates, and 
how they are applied.
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Personal Tax
Personal tax rules from the perspective of investors, producers, distributors, 
artists, and employees.  

Appendices
Additionally, withholding tax tables setting forth the non-treaty and treaty-based 
dividend, interest, and film royalty withholding tax rates for the countries 
surveyed are included as an appendix and can be used as a preliminary source 
for locating the applicable withholding rates between countries. 

KPMG and Member Firm Contacts
References to KPMG and KPMG International member firm contacts at the end 
of each chapter are provided as a resource for additional detailed information.

The sixth edition of KPMG’s Film and Television Tax Guide is available in 
an online PDF format at www.kpmg.com/filmtax and on CD.  The guide is 
searchable by country. 

Please note: While every effort has been made to provide up-to-date 
information, tax laws around the world are constantly changing. Accordingly, the 
material contained in this book should be viewed as a general guide only and 
should not be relied upon without consulting your KPMG or KPMG International 
member firm Tax advisor. 

Finally, we would sincerely like to thank all of the KPMG International member 
firm Tax professionals from around the world who contributed their time and 
effort in compiling the information contained in this book and assisting with 
its publication.  Production opportunities are not limited to the 35 countries 
contained in this guide.  KPMG and the other KPMG International member 
firms are in the business of identifying early-stage emerging trends to assist 
clients in navigating new business opportunities.  We encourage you to consult 
a KPMG or KPMG International member firm Tax professional to continue the 
conversation about potential approaches to critical tax and business issues 
facing the media and entertainment industry.

Thank you and we look forward to helping you with any questions you may have. 
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Introduction
Since the Italian Government has been considering the film industry relevant, 
it has issued a series of incentives to promote the Italian production of films 
and their distribution both in Italy and abroad.

Therefore, the film industry has been expanding in Italy, and certain types 
of transactions are becoming more and more common. In any case, it 
is advisable, for foreign investors, to consider carefully the Italian fiscal 
implications before commencing business in this country.

Key Tax Facts
Corporate tax rate 27, 5%

Highest personal income tax rate 45%

Regional tax on productive activities (IRAP) 3, 9% (ordinary rate)

VAT rates 0%, 4%, 10%, 20%

Annual VAT registration threshold None

Normal non-treaty withholding tax rates: 
Dividends 

12.5%, 27%

Interest 0%, 12.5%, 27%

Royalties 22.5% 

Tax year-end: Companies As established by the bylaws

Tax year-end: Individuals December 31

Film Financing
Financing Structures

Co-Production
An Italian investor may enter into an Italian based co-production joint venture 
(JV) with a foreign investor to finance and produce a film in Italy. The rights of 
exploitation may be divided worldwide amongst the JV members, although 
the Italian company may retain exclusive media rights in Italy.

Note that the entity subject to taxation would be each investor in the JV, not 
the JV itself.

Provided that the exploitation can be kept effectively separate from the 
production, the foreign investor should not be subject to Italian tax on 
the income received from exploiting the film outside Italy, because the 

Chapter 18

Italy

Italy
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investors do not share overall revenues, but get various worldwide rights to 
exploit the film from their own home territory. As long as the foreign investor 
cannot be said to be carrying on a trade or business of film exploitation in 
Italy, Italian tax would be solely chargeable in respect of the Italian investor’s 
activities and any other trade which the foreign investor may carry on in Italy.

The issue is complicated if the foreign investor produces the film in Italy under 
a production contract. In that case, he is likely to be taxed assuming that 
business profits are realized by the permanent establishment operating in 
Italy. This might provoke some discussions with the Italian tax authorities as 
to the proper level of profit that should be returned to Italy. It would be more 
sensible to create a separate Italian-incorporated special-purpose company, in 
order to undertake the production and set an appropriate market rate for the 
production fee so that this risk could be decreased.

On the basis of the proposed structure, the Italian investor would be taxed 
on the full amount of its profits arising in respect of film production and 
exploitation. Unless the transaction was carefully structured, the foreign 
investor could be taxed on a similar full amount of profits and it would need 
to help ensure that its exploitation did not form an Italian trading activity.

The Italian company would be taxed on the profits arising from its 
exploitation of the film. The foreign investor would only be taxable if it 
produced the film, provided the correct corporate structure was in place.

If the foreign investor produces the film in Italy, he is likely to have 
a production office and hence a permanent establishment in Italy. 
As previously stated, its business profits arising from such permanent 
establishment would be taxed in Italy and it would have to rely on the 
applicable treaty to obtain relief.

Examples of the relief available under such treaties are as follows:

U.S. Italian tax on business profits creditable against U.S. tax 
(Article 23)

Netherlands Business profits exempted from tax where already taxed in 
Italy (Article 24)

Australia Italian tax on business profits creditable against Australian 
tax (Article 24)

Japan Italian tax on business profits creditable against Japanese 
tax (Article 23)

Italy
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As indicated above, the foreign investor should not undertake the film 
production through a permanent establishment in Italy but should create 
a special purpose company. Any exploitation arrangements should be 
structured in such a way as to help ensure that the foreign investor exploits 
the film within its home territory.

Partnership
Occasionally financial investors1 from several territories and film producers 
become limited and general partners respectively in an Italian partnership, all 
contributing funds. The partnership may receive royalties under distribution 
agreements from both treaty and non-treaty territories, proceeds from the 
sale of any rights remaining after exploitation, and a further payment from 
the distributors to recoup any shortfall in the limited partners’ investment. 
Such proceeds may first be used to repay the limited partners (perhaps with 
a premium, e.g., a fixed percentage of the superprofits).

In such an event an Italian resident limited partner will have acquired an 
interest in the partnership. It will pay tax on its share of chargeable profits, 
including any “superprofits.”

Investors would still need to pay tax on their share of profits and it would be 
necessary to rely on an applicable treaty to obtain relief. See above examples 
of the relief available under certain treaties.

A partner may be resident in Italy and the partnership’s office may be located 
elsewhere.

If the only activity that takes place in a territory is the production of the film, 
there would be two permanent establishments, one being the office located 
in the foreign territory, the other being the film production office in Italy. 
If one or more partners are resident in Italy, the Italian tax position would 
depend on where the partnership was controlled.

It could be that the partnership’s business would be carried on partly in Italy 
and partly abroad. If the partnership was resident abroad, all the partners 
would be charged tax on the entire profits arising in Italy, while the Italian 
resident partner would also pay tax on his or her share of the profits arising 
outside Italy. If the partnership was resident in Italy, all of the partners would 
be charged tax on the whole of the profits arising in, and from outside of, 
Italy, whether received or not.

1  According to the Reform of Corporate Law, in force from January 1, 2004, even limited companies can 
become partners of an Italian partnership.

Italy
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Consequently, the tax position of an Italian resident partner in the above 
circumstances is as follows when the partnership is located in the 
following territories:

U.S. U.S. tax on business profits creditable against Italian tax 
(Article 23)

Netherlands Dutch tax on business profits creditable against Italian tax 
(Article 24)

Australia Australian tax on industrial or commercial profits creditable 
against Italian tax (Article 24)

Japan Japanese tax on business profits creditable against Italian 
tax (Article 23)

Non-treaty 
country 

The tax remains payable but is creditable in Italy as 
“unilateral” relief.

Equity Tracking Shares
These shares provide for dividend returns depending on the profitability of 
a film production company’s business. Tracking shares have the same rights 
as the production company’s ordinary shares, except that the dividends 
are linked to the profits of a particular business sector. In addition, the 
corporate bylaws could earmark particular rights to such shares.

According to the Italian Corporate Law Reform, in force from January 1, 
2004, it is possible for an Italian resident stock company to issue tracking 
shares. In that case, the dividend arising from such shares issued by an 
Italian production company is subject to different taxation rules depending  
on the quality of the investor.

With respect to shares issued by a non-resident company and acquired by an 
Italian resident company, according to the Italian Tax Law, the shares could 
be treated in Italy as giving rise to dividends, only if their payment is linked 
to the profits (or losses) of the company. Thus, tracking shares issued by 
a production company not resident in Italy normally yield dividends which 
would be treated in the same way as dividends arising from ordinary shares.

As a result, dividends distributed to Italian resident individuals are taxed 
on 40 percent (49,72 percent from January 2009) of their amount, if the 
shareholding is higher than 20 percent of the share capital; such dividends 
are subject to a substitute tax of 12.5 percent if the shareholding is less than 
or equal to 20 percent of the share capital. Dividends distributed to Italian 
companies are taxed, if certain conditions are fulfilled, only on five percent of 
the total amount without regard to the shareholding.

Italy
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Any tax withheld would be dealt with according to the dividend article of the 
appropriate double tax treaty.

Yield Adjusted Debt
A film production company may issue a debt security to investors. Its yield 
may be linked to revenues from specific films. The principal would be repaid 
on maturity and there may be a low (or even nil) rate of interest stated on the 
debt instrument. However, at each interest payment date, a supplemental  
(and perhaps increasing) interest payment may be made where a predetermined 
target is reached or exceeded (such as revenues or net cash proceeds).

It is necessary to investigate the nature of the “debt security” in order to 
establish the treatment of the “interest” for the beneficiary and for the 
debtor. In fact, in certain cases, interest may be assimilated to the dividend.

If the debt security is fiscally considered as a debt, the interest payment is 
deductible and it is subject to a withholding tax of 12.5 percent if paid to resident 
individuals and non-resident persons (both corporations and individuals).

An applicable tax treaty could provide for lower withholding tax rates on 
payments to non-resident persons.

Other Tax-Effective Structures
There are no other particular tax effective structures in Italy.

Tax and Financial Incentives

Investors
The interest payable on loans and other forms of business debt can be 
deducted for tax purposes (but not for IRAP purposes). However, the loan 
principal can never be deducted when calculating taxable profits.

Other general tax incentives for investment include certain beneficial rates of 
tax depreciation (known as “Capital Allowances”) for plant and buildings, and 
certain qualifying investments.

Producers
The Italian government offers soft loans (i.e., loans which are to be 
refunded within three years) and contributions (i.e., a percentage of 
box-office earnings) to producers as incentives to encourage the production 
of films in Italy. In order to qualify these incentives, the following conditions 
must be met:

a)  The legal office of the film producer must be in Italy, or in an EU state, 
in which case, the film producer must have a branch in Italy and it must 
operate mainly in Italy, and

b) The “nationality” of the film must be Italian (“Italian film”).

Italy
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Producers are eligible for soft loans or contributions for the production of 
cultural interest “national feature films” and cartoons. A “national feature 
film” is an “Italian film” more than 75 minutes long. In addition, the director 
of the film and the writers of the story and script may be eligible for a 
contribution from the Italian Government.

When determining whether a film is an “Italian film” or not, the artistic and 
technical components to take into consideration are the following:

a) Italian director

b)  Italian author of the subject matter, or the majority of the authors to be 
Italian

c) Italian author of the screenplay, or the majority of the authors to be Italian

d) Italian majority of principal actors

e) Three-quarters of the secondary role actors to be Italian

f) The film is shot directly in the Italian language

g) Italian photographic director

h) Italian set dresser

i) Italian composer of the music

j) Italian art director

k) Italian costume designer

l) Italian troupe

m) The film is shot in Italy and uses Italian studios

n) The use of Italian technical industry

o)  At least 30 percent of the total expenses of the film referred to in l), m) 
and n), as well as welfare contributions, are incurred in Italy

A film is considered an “Italian film” if it meets all the requirements under 
a), b), c), f), l), and o); at least three of the requirements under d), e), g), and 
h); at least two of the requirements under i), j), and k); and at least one of the 
requirements under m) and n). For artistic reasons, the requirements under 
f) and l) may be derogated, provided that a special committee has agreed to 
such derogation.

In certain cases, the film may qualify as Italian even when produced under an 
international co-production treaty with foreign producers.

Italy
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Distributors
The Italian government provides contributions to encourage the distribution 
of films in Italy and abroad. The condition to obtain the contribution is that the 
distributed film must be “Italian,” as discussed above.

The tax treaties negotiated by Italy are generally favorable, with respect to 
payments of film copyright royalties, provided that they do not arise in the 
conduct of a business operated through a permanent establishment in Italy. 
In certain circumstances, a tax treaty may apply a reduced or nil withholding 
tax rate in certain circumstances.

Actors and Artists
There are no tax or other incentives available for actors, or other artistic 
individuals, who are Italian residents for tax purposes.

Others Incentives
In the following are described the main incentives introduced by the Law 
24/12/2007 n.244 for the film industry only referring to Italian companies or 
permanent establishments in Italy:

1) Company not yet operating in the film industry

A tax credit is recognized to limited and unlimited liability company not yet 
operating in the film industry in order to incentivate these entities to invest in 
the productions of films in Italy.

This tax credit is determined as 40 percent of the overall expenses incurred 
by the company in the filming industry up to a maximum amount of 
€1.000.000.

The tax credit is available only if at least 80 percent of these expenses are 
used in Italy (i.e. the companies benefiting from it are strictly required to 
make use of Italian employees and services).

2) Producers

For companies involved in producing a tax credit is estimated to an amount 
of 15 percent of the all expenses incurred in production up to a maximum 
amount of €3.500.000 per year.

The film must be qualify as an “Italian film” (see technical components 
above);

3) Distributors

For companies involved in producing a tax credit is estimated to an amount 
of 15 percent of the all expenses incurred in distribution up to a maximum 
amount of €1.500.000 per year.

The film must be recognized as of cultural interest.

Italy
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4) Taxable basis

Only for companies involved in production and distribution, profits 
re-invested on production and distribution, are not included in the taxable 
basis.

This advantage is available only for companies in ordinary accounting regime.

5) Cinema

For companies dealing with showing film is estimated a tax credit of 
30 percent of whole purchasing and assembling expenses for showing 
equipment up to a maximum of €50.000 for each screen.

Other Financing Considerations

Tax Costs of Share or Bond Issues
The issue of new ordinary or preference shares/stock is subject to 
registration tax of EUR 129.11, if a cash payment is made.

Banks which make long-term loans apply a tax equal to 0.25 percent of the 
loan amount.

In case of transfer of shares, capital gains tax is applicable. The capital gain is 
computed as the difference between the selling price and the price or value 
upon acquisition.

The capital gain arising from the sale of shares within the sphere of an 
entrepreneurial activity is partially exempted from corporate taxes, if the 
following conditions are respected:

•	 The shares have been continuously held by the company for one year 
before the disposal

•	 The shares were registered as fixed assets in the first financial statements 
of the company

•	 The company held has not been resident in a tax haven for at least three 
fiscal years

•	 The company held has been carrying out a business activity for at least 
three fiscal years

In that case, the percentage of exemption provided for the capital gain is 
95 percent.

In case of sale of shares made by an individual, the capital gain is subject to a 
rate of tax of 12.5 percent if the shareholding is lower or equal to 20 percent 
of the share capital. For other capital gains arising from shareholdings higher 
than 20 percent of the share capital, the ordinary rate of taxes is applied to 
a percentage of 40 percent (49,72 from January 2009) of capital gain.

Italy

© 2012 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member firms affiliated 
with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. Printed in the U.S.A. The KPMG name, logo and 
“cutting through complexity” are registered trademarks or trademarks of KPMG International. 25112NSS



Film Financing and Television Programming343

No specific tax is levied on the reorganization of a company’s shares. The tax 
applicable depends on the kind of operation, e.g., a merger, division, sale of 
the business activity, etc.

Corporate Taxation
During 2004, Italy significantly reformed its corporate tax system with 
the introduction of IRES, the new corporate income tax, which effectively 
replaced IRPEG on January 1, 2004. Among other features, IRES 
provides for a flat tax rate of 27,5 percent, for dividends exemption and a 
partial capital gains exemption, the option for corporate taxpayers to file 
consolidated returns, the option for corporate taxpayers to elect to be taxed 
as partnerships, the introduction of thin capitalization rules, and a domestic 
definition of permanent establishment.

Please also consider the existence of the local tax: IRAP is a tax on production 
activities and essentially levies 3,9 percent of the taxable base that, broadly, is 
the gross operating margin excluding the deduction of certain costs.

Recognition of Income

Film Production Company – Production Fee Income

Italian-resident Company

If a special purpose company is set up in Italy to produce a film without 
acquiring any rights therein, the tax authorities can query the level of 
income attributed if it is attributed by a non-resident company, belonging to 
the same group at a rate lower than arm’s-length. In Italy, there are no fixed 
parameters to determine the percentage of the total production budget that 
would be an acceptable level of attributed income. However, the lower the 
rate, the more likely that it would be required.

Note that it is possible, for companies belonging to the same group, to 
negotiate an acceptable level of income with the Italian tax authorities in 
advance. Such Advance Pricing Agreement (APA) exclusively binds the 
Italian company and the Italian tax authority for three years.

Non-Italian-resident Company

If a company is not resident in Italy, but it has a production office to administer 
location shooting, it may be subject to tax in Italy as having a permanent 
establishment. However, it is possible to obtain an opinion from the Italian 
Ministry of Finance on the effective existence of a permanent establishment.

If no exemption can be obtained, the permanent establishment would 
be treated as a resident company. In this case, as discussed above, it is 
possible to negotiate an APA with the Italian tax authorities to determine an 
acceptable level of income.

Italy
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It is unlikely that a production office would be regarded as causing a company 
to be resident in Italy, unless the company has its management headquarters 
or its principal activity in Italy. If a company is not resident in Italy and does 
not have a production office within its territory, but it undertakes location 
shooting, it is unlikely that it would have an Italian tax liability as it would not 
be regarded as having a permanent establishment in Italy.

For tax purposes, the Italian authorities would interpret the term “permanent 
establishment” by applying the appropriate article of the Italian tax law, 
which is up to the OCSE definition (i.e., locations such as a branch, office, 
factory, workshop or similar site).

Film Production Company – Sale of Distribution Rights
If an Italian resident production company sells the distribution rights of a 
movie to an unrelated distribution company, in consideration for a lump-sum 
payment in advance and subsequent periodic payments based on gross 
revenues, the sale proceeds would normally be treated as income arising 
in the trade of film rights’ exploitation. The same rules would apply without 
regard to the type of entity making the sale.

There are no special rules governing the transfer of intangible assets.

If intangible assets, such as distribution rights, are transferred from Italy to 
an entity in a foreign territory, it is better to help ensure that such a transfer 
is carried out as part of a commercially defensible transaction. The tax 
authorities could seek to attribute an arm’s-length price if the transfer takes 
place between connected parties.

Film Distribution Company
If an Italian resident distribution company acquires a complete or partial 
copyright ownership in a film from an unrelated production company, the 
payment for the acquisition of the rights is normally treated as an expense, 
in relation to the earning of profits and not as a royalty. The normal method 
of deducting such payments for tax purposes is by claiming a deduction on 
revenues through depreciation.

On the other hand, if the Italian resident company, on the basis of a licensing 
agreement, has the right to exploit the copyright in Italy or worldwide, the 
payment made to the owner of the copyright has to be considered a royalty. 
The normal method of deducting such payments, for tax purposes, is by 
claiming a deduction on revenues through the accrual basis (and in case of a 
lump-sum payment, the deduction will be made through depreciation).

Italy
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The income arising from exploiting such rights is normally recognized as trading 
income. The distribution company would be taxed on the income derived from 
the exploitation of any of its acquired films, wherever and however these are 
sublicensed, provided that the parties are not related. If the parties are related, 
the tax authorities might question the level of income returned to the licensor.

For Italian accounting purposes, income in this case is normally recognized 
in the year in which it arises, rather than on the date the deal is signed or 
payment is received. In other words, income is recognized in the specific 
period in which it is expected to be earned.

The tax treatment of a transaction usually follows accepted principles of 
commercial accounting, unless these give a completely misleading picture  
of the trading results.

It may occasionally be possible to argue for a tax treatment that is more 
beneficial than the accounting treatment. Often there are specific provisions 
that overrule an accounting treatment, for example when a higher rate of 
tax depreciation allowance in respect of capital assets might exceed the 
accounting depreciation rate.

Transfer of Film Rights Between Related Parties
Where a worldwide group of companies holds rights to films and videos, 
and grants sublicenses for exploitation of those rights to an Italian resident 
company, care needs to be taken to help ensure that the level of profit can 
be justified. Any transactions within a worldwide group of companies are 
liable to be challenged by the Italian tax authorities since they would seek 
to apply an open-market third-party value to such transactions. Indeed, if 
an Italian resident company remits income to a low-tax territory by virtue 
of a sub-licensing distribution agreement, the Italian tax authorities can be 
expected to question the level of such attributed income. In principle, the 
expenses arising from transactions between an Italian resident company and 
a company resident in a tax haven are not fiscally deductible.

There is no specific level of income that the Italian tax authorities seek to 
apply. The authorities make comparisons with contracts concluded with 
other unrelated parties. It is always wise to obtain evidence at the time the 
contract is signed, to verify that the rate agreed can be substantiated at a 
later date in case the tax authorities questioned the contract.

As discussed above, it is possible to obtain an APA from the Italian tax 
authorities giving formal clearance in advance on an agreed level of 
attributed income.
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Amortization of Expenditure

Production Expenditure
According to Italian tax law, companies with rights in films are entitled to 
write off over a prescribed period the expenditures they incur on producing or 
acquiring those films. No more than one-half of the relevant expenditure can 
be written off in successive accounting periods.

Other Expenditure
Neither a film distribution company, nor a film production company, has any 
special status under Italian tax law. Consequently they are subject to the 
usual rules to which other companies are subject. For example, in calculating 
taxable trading profits, they may deduct most normal day-to-day business 
expenditures such as the cost of film rights (as detailed above), salaries, 
rents, advertising, travel expenses and legal and professional costs normally 
relating to the business.

Certain other expenditures cannot be deducted, including some expenditures 
on capital accounts, such as the purchase of land and non-instrumental 
buildings. Neither can the acquisition of plant and machinery be deducted, 
although tax depreciation can be deducted at specific rates and in some 
circumstances these rates can be quite generous. Additionally, certain 
day-to-day expenditures are not allowable, such as entertainment expenses 
related to existing or prospective clients, and any other expenditure which is 
considered to be too remote from any business purpose.

Foreign Tax Relief
If an Italian resident film distributor receives income from unrelated, 
non-resident companies, but suffers foreign withholding tax, it is normally 
able to rely on Italy’s wide range of double tax treaties to obtain double tax 
relief for the tax suffered. If no such treaty exists with the other country 
concerned, the Italian distributor can expect to receive credit for the tax 
suffered on a “unilateral” basis. In this case the relief for foreign tax suffered 
would be granted in the year in which the withholding tax was deducted.

Foreign taxes are creditable solely against the Italian tax that should have 
been paid if the foreign income had been produced in Italy: the credit 
cannot actually exceed the attributable Italian tax. It is important to note 
that the Italian tax to consider for the calculation of the foreign tax credit is 
the tax due on the aggregate income (net of the tax losses of the preceding 
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years). That means that if the Italian tax due was equal to zero, because 
the company used tax losses from preceding years in order to reduce the 
aggregate income, the amount of credit for foreign taxes would be equal 
to zero. A particular procedure is provided in order to carry back and carry 
forward the amount of the foreign tax exceeding the creditable tax, as 
calculated above. However, certain specific deductions, which are allowed 
when computing the Italian tax liability, may be allocated in a beneficial way 
to improve the relief available.

Indirect Taxation
Value Added Tax (VAT)

General
Italy charges VAT on the sale or supply of goods or services under the 
harmonized system of VAT applicable in the EU. As a “value added” system, 
there are certain restrictions that deny companies credit for tax suffered at an 
earlier stage in the manufacturing or service process. No credit is available in 
respect of incurring expenses and the purchase of other goods and services, 
not purchased for business purposes. Nevertheless, the purchase and 
maintenance of automobiles for business purposes is now tax deductible.

Supply of a Completed Film
Any Italian resident company that delivers a completed film to a company 
also resident in Italy has to charge VAT at the rate of 20 percent on this 
supply. Such a sale is regarded as a supply of rights and therefore as a supply 
of services.

Where an Italian resident company delivers a completed film to a company 
not resident in Italy but resident in a Member State of the EU, the supply 
would be zero-rated for Italian VAT purposes (i.e., there would be no Italian 
VAT charged to the customer but the Italian supplier would be able to recover 
all the VAT that it had paid). An Italian company delivering the film would need 
to establish that the customer is receiving the supply in his or her business 
capacity, usually by showing the customer’s own VAT registration number 
on the invoice. However, the customer in the Member State would have to 
pay the VAT applicable to the product in that particular country as a “reverse 
charge” and credit the sum against his or her own VAT liability.

An Italian resident company that delivers a completed film to a company not 
resident in either Italy or the EU, would not charge VAT at all since such supply 
would be regarded as being “outside the scope of VAT,” but it would be able to 
recover the VAT incurred in making the film. Such regime requires that the non-
EU company will not make use of the film delivered in the Italian territory.
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If an Italian company delivers a completed film, the related invoice can be 
issued within 15 days from the end of the month in which the supply was 
made. However, the company would account for any applicable VAT to 
the tax authorities within the month in which the delivery occurred. VAT 
accounting periods can cover one month or three months. The normal 
taxable event is the completion of the service. However, if a company 
receives a payment in advance of delivery of a completed film, or defers a 
payment to a date subsequent to delivery, the receipt of payment would 
create a taxable event, if earlier than the normal taxable event.

Pre-sale of Distribution Rights
VAT is charged at the rate of 20 percent on a “pre-sale” of distribution rights 
to an Italian resident. Generally, a pre-sale to a business entity not resident 
in Italy but resident in the EU is zero-rated. If made to a person resident 
elsewhere in the EU, but not in business the rate is 20 percent. On a pre-sale 
to a person not resident either in Italy or in the EU, the supply is zero-rated.

Royalties
Where an Italian resident company pays a royalty to another Italian resident 
company, VAT would be charged at the rate of 20 percent. There are no 
special reporting requirements.

Where an Italian resident company pays a royalty to a company not resident 
in Italy, but in a country that is a member of the EU, VAT is charged at the 
rate of 20 percent. The Italian company would be required to operate a 
“reverse charge” calculation in its own Italian VAT return and the supplier 
would effectively zero-rate the supply for the purposes of its home country 
VAT obligations.

If an Italian resident company pays a royalty to a company not resident either 
in Italy or in the EU, VAT is charged at the rate of 20 percent. The Italian 
company is required to operate a reverse charge calculation.

Peripheral Goods and Merchandising
VAT on the sale of peripheral goods (such as books, magazines and music 
publishing), connected with the distribution of a film might be reduced 
if certain conditions are meet. On the other hand, VAT on the sale of 
merchandising (such as the sale of clothes, toys, etc.) is normally charged at 
20 percent.

Promotional Goods or Services
On the provision of promotional goods or services in Italy, VAT is charged 
at 20 percent in most cases. The free provision of promotional services is 
VAT-free, just like the provision of goods. However, in such cases the company 
cannot deduct VAT charged on the purchase of the goods distributed for free.
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Film Crews and Artists
If film crews and artists pay for the catering supplies on location while 
filming, VAT is payable at the rate of 10 percent. If no payment is made, the 
crew do not pay VAT. If catering is provided to “front of camera” artists who 
are not engaged as employees but are self-employed, the paying company 
may suffer a restriction on VAT recovery.

Imports of Goods
Where an Italian resident company imports goods into Italy from outside the 
EU, VAT at 20 percent would almost certainly be payable in respect of the 
goods, as well as Customs duties (see below).

Customs Duties
If goods are temporarily imported into Italy, potentially no tax or Customs 
duty would be charged if they are subsequently re-exported without 
alteration, provided a Customs relief such as “Inward Processing Relief” or a 
duty suspension regime such as Customs warehousing is used.

The following Customs duties are payable in the circumstances stated below:

Conventional% Secondary%*

35mm positive release prints 6.5% EUR5/100 meters

Negatives (including intermediate 
positive)

Free

Video masters (positive/35mm) 6.5% EUR5/100 meters

Films consisting only of 
soundtracks 

Free

Importation of publicity material, 
trade advertising, etc.

Free

* The secondary rate applies if lower than the conventional rate.

Please note that where appropriate all of the above items are “standard 
rated” supplies for VAT purposes, in respect of which 20 percent is charged 
on the value inclusive of the Customs duty.

Personal Taxation
Non-Resident Artists (self employed)

Income Tax Implications
Italy taxes the income arising to a non resident artist from a performance in 
Italy independently of whether or not the individual receives such income 
outside Italy.
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If a non-resident artist receives any payment arising from, or in consequence 
of, an Italian activity, the Italian payer is obliged to deduct withholding tax and 
account for this tax to the authorities. However, where a non-Italian payer 
makes a payment to the non-resident artist in respect of a performance 
made in Italy, the Italian withholding tax rules are not effective. Therefore, the 
non-resident artist should file an income tax return in Italy in order to pay the 
taxes related to the income produced in Italy. Such income would be equal 
to the difference between the compensation received and the expenses 
directly sustained by the artist in relation to the activity performed in Italy.

The withholding tax rate is a 30 percent flat rate, subject to any reduced rate 
negotiated.

VAT Implications
The performance of a non resident artist in Italy is considered as a taxable 
supply for Italian VAT purposes, and therefore, the individual is obliged to 
register for VAT purposes unless he or she does not habitually carry out his or 
her activity in Italy. However, when the non-resident artist renders his or her 
services to a VAT taxable entity in Italy, he or she is not obliged to register for 
VAT; thus the VAT taxable entity is required to account for Italian VAT under 
the reverse charge rule.

Resident Artists (self-employed)
Income Tax Implications
Resident artists are subject to tax on their worldwide income unless exempt 
under the provisions of a treaty against double taxation.

According to Italian domestic legislation if a resident artist receives any 
payment for, or as a consequence of, a performance in Italy or abroad, the 
Italian payer is required to deduct withholding tax and account for this tax to 
the authorities. The applicable withholding tax rate is 20 percent on account 
of the tax due on the basis of the income tax return.

VAT Implications
The performance of a resident artist in Italy is considered a taxable supply for 
Italian VAT purposes. The applicable VAT rate is 20 percent.

Employees

Income Tax Implications
Employers resident in Italy are obliged to make regular, periodic payments 
to the Italian tax authorities in respect of employees’ personal tax liabilities 
arising from salaries or wages paid to them. Deductions are made under the 
salary and wages withholding scheme.
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Social Security Implications
Employees are liable for personal Social Security contributions in respect of 
payments of salaries or wages.

Italian based employers are obliged to deduct from their employees’ salaries 
or wages the employees’ own personal Social Security contributions and 
account for them to the Social Security authorities. Employers are also liable 
to make their own “employer” contributions in respect of emoluments paid 
to their employees.

KPMG Contacts
KPMG’s Media and Entertainment tax network members:

Luca Caretta Luigi Capriolo
Studio Associato Studio Associato
Via Vittor Pisani 27 Via Vittor Pisani 27
20124 Milano 20124 Milano
Italy Italy

Phone: +39 2 67 64 47 41 Phone: +39 2 67 64 47 83
Fax: +39 2 67 64 47 58 Fax: +39 2 66 77 47 83
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