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The SRL in Italy

By FDL Studio Legale

Establishing a company in a foreign country can be challenging in terms of designing the
legal structure and organising a streamlined and efficient incorporation process. Alliuris
member firms provide corporate legal services, in particular for the formation of
companies in their home country.

This article provides a brief overview of the legal form of a limited company in Italy.

The SRL

The limited liability Italian company (SRL) is by far the most popular form of company in
Italy. It is the usual form of company for small and medium-sized enterprises. Since
January 2003 the organic reform of the SRL has introduced great flexibility in terms of
structure and management of the model, so that it is possible to have SRL companies
quite similar to small partnerships as well as SRL companies that resemble big public
companies.

Shareholders

An SRL can be founded as a one-person company as well as a multi-person company.
Shareholders can be natural persons or legal
entities; foreigners can also be shareholders of an
F ) L SRL. In case of a one-person company, additional
disclosure requirements are to be complied with
G A specifically, otherwise the benefit of the limited

liability is lost.
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Management

Because of the above-mentioned flexibility, the articles of association provide for the
actual rules in terms of management and representation of the SRL vis-a-vis third parties,
which may be handled by one or more managing directors; throughout the life of the
company joint management and representation can also be effectively changed to sole
power of management and representation and vice versa. EU and non-EU citizens can
generally be appointed directors and managing directors, provided that they obtain an
Italian tax code and are duly enrolled in the Italian company register.

Formation

The formation of the company depends on a process. The deed of incorporation and the
article of association must be performed before a notary public and then registered in
the commercial register before the competent chamber of commerce. The required time
for the formation of the company is approximately 14 days.

An SRL should not commence business activities until it is duly entered in the commercial
register. Economic activities started before the entry in the commercial register are
attributed to the company registered later. However, shareholders are personally liable
for any debts if the share capital is no longer fully available at the time of entry in the
commercial register.

Share Capital

The ordinary SRL used to be constituted with a minimum share capital of € 10,000.00.
However, since 2013, the share capital of the limited liability company may also be less
than € 10,000.00.

Currently, in the SRL with capital equal to or greater than € 10,000.00, at least 25% of
the contributions in cash must be paid at the time of incorporation (the rest of the capital
can be paid later) while if the contributions are in kind the entire amount must be paid
in at the time of incorporation.

When the amount of the share capital is less than € 10,000.00, but equal to at least €
1.00, the contributions can be made exclusively in cash and must be paid in full at the
time of subscription.

Moreover, the company is obliged to set aside an amount, to be allocated to a reserve,
to be deducted from the net profit of the financial statements equal to at least one-fifth
of the same. This obligation continues until the reserve and capital have reached the
amount of €10,000.00. The reserve may only be used for capital allocation purposes and
to cover any losses for which replenishment is required in the event of its reduction.

The means of payment must be specifically stated in the deed of incorporation.
If the company is established with only one shareholder, the full amount of the share
capital must be paid at the time of subscription.
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Registration with Local Authorities

Generally, the newly established company must only be registered in the commercial
register. However, for specific businesses, approval from the relevant competent
financial or administrative authorities may also be required as well as registration in
special registries.

Tax Registration

With the registration of the company with the relevant commercial register, the local tax
office must be notified of the formation of the company. The competent tax office issues
the company a tax number and a VAT identification number as soon as the company
commences its business activities.

Anti-money laundering measures

All legal entities, including SRL, are obliged to comply with anti-money laundering rules
and give full disclosure on their beneficial owners.

Foreign Investment Control

The ltalian policy on foreign investment control is relatively liberal. However, recently,
both sector-specific and general review mechanisms have been introduced to defend
the country’s interests, particularly with reference to activities concerning military goods,
strategic infrastructures or industries, public order, or security.

Customs (Export / Import)

Companies operating in the field of import-export of goods must apply the EORI code
(Economic operator registration and identification). The EORI code is issued free of
charge by the local competent offices of the Italian Customs Agency and its function is
to identify economic operators in relations with the European customs authorities

If the company has to submit a large number of customs declarations on a regular basis,
it is possible to submit customs declarations in a simplified form.

Bank Account

The company can open a bank account as soon as their formation documents were
notarized in the presence of a notary public.
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Accounting

At the end of each fiscal year, the SRL must prepare annual financial statements
containing the profit and loss account, statement of assets (balance sheet) as of the
balance sheet date and, if necessary, a management report. The bookkeeping and
annual financial statements must be prepared in accordance with the international
principles of proper accounting.

Formation Expenses

The formation costs include notarial fees and publication costs. Legal advice costs for the
draft of the standard formation documents as well as the managing director contract
amount to approx. 2,000 EUR. Costs could be higher if individual and bespoke changes
were necessary.

The costs for the annual financial statement are probably not more than EUR 1,000,
provided that the newly founded company initially develops only minimal economic
activities.

Corporate and Turnover Tax

Corporate income tax for SRL in Italy (IRES) currently amounts to 24% of taxable income.
Additionally, a regional tax (IRAP) of approximately 4% is to be paid.

Depending on the location, there may be state or local incentives so that effective
corporate tax may be materially reduced or fully cancelled for a given number of years.
The regular VAT rate in Italy is currently 22%.

Staff

If necessary, we can also use our connections to recruit suitable employees or managing
directors for your company.

Domiciliation Service

If your new company does not yet have its own business address in the start-up phase,
we offer a so-called domiciliation service (address, telephone number, etc.). We can also
help you find a business center in Milan (Regus, co-working offices, or others).

+++
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