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Focus on...

Premises

Article 24 provides that businesses and self-
employed whose revenues or remuneration do
not exceed 250 million euros are exempt from
the payment of IRAP settlement due for 2019
and IRAP first advance payment instalment
due for 2020. The payment of advances for FY
2019 remains due, according to ordinary rules.
This provision does not apply to insurance
companies, Public Administrations, financial
intermediaries and holding companies.

Article 24, Law Decree 8 April 2020, no. 23 -
impacts on 2019 settlement

In particular, para. 1 provides that the settlement
payment of the regional tax on production
activities (IRAP) relevant to FY 2019 is not due,
while the advance payment relevant to the
same FY remains due.

Insurance companies, public administrations,
administrations of the Chamber of Deputies,

of the Senate, of the Constitutional court, of
the Presidency of the Republic and legislative
bodies of special statute regions, as well as
financial intermediaries and holding companies
are excluded from the concession.

It is specified that these provisions apply

in compliance with the limits and terms
established by the European Commission in the
“Temporary Framework for State aid measures
to support the economy in the current COVID-19
outbreak”, and its following amendments.




IRAP provisions under Rilancio decree -
Impact on financial statements

The Rilancio Decree, published in the Official
Gazette on 19 May 2020, has a retroactive
effect on the calculation of IRAP 2019 and,
therefore, there are some doubts on whether
such changes could impact the accounts of
already closed FYs at 31 December 31 (in case
the FY corresponds to the solar year).

Since the provision concerns tax issues, the
reference rule is OIC accounting standard 25,
which states under point 37 that current taxes
are calculated based on the current tax rates at
the financial statements date and, under point
38, that tax payables are posted in the financial
statements at their face value, including any
fines and interest accrued and due at the
financial statements date.

The reference to the “financial statements
date” seems to exclude that the tax payable
could be influenced by a regulation that came
into force after the FY closing date.

The same can be said according to OIC
accounting standard no. 19, para. 24, which
provides that if the reclassification of a short-
term payable into a long-term payable occurs
between the FY closing date and the financial
statements preparation date, such payable

is still classified as due within the following

FY. If significant, this event is mentioned in the
explanatory notes according to the provisions of
OIC accounting standard no. 29 with regard to
events occurred after the FY closing date.

The same is provided under IAS 10, stating that
“examples of non-adjusting events after the
reporting period (...) are changes in tax rates
or tax laws enacted or announced after the
reporting period”. IAS 12, with reference to the
definition of current tax liabilities (and assets),
states that it is necessary to apply “tax rates/
laws that have been enacted or substantively
enacted by the end of the reporting period™.
In light of the above, it could be stated that the
payable relevant to IRAP should be recognised
in 2019 financial statements for its total amount,
without considering the provisions under the

Rilancio Decree. A contingent asset should then
be registered in FY 2020, equal to the undue
IRAP 2019 settlement payment.

Lastly, OIC accounting standard no. 29 seems
to confirm this approach, dividing the events
occurred after the FY closing date (either
positive or negative ones) into three groups.
Group 1includes events that need to be
registered in the financial statements as they
represent conditions that are already existing
at the FY closing date; group 2 includes events
that do not need to be registered in the financial
statements as they represent situations arisen
after the FY closing date; group 3 includes
events that could impact the going concern.

Partially opposing the above conclusion, in
legislative news published on 22 May 2020,
Assonime (Association of Italian joint-stock
companies) stated that while those companies
that approved the financial statements before
the coming into force of the Decree under
analysis could already have attributed the total
IRAP 2019 cost in the financial statements 2019,
this could not be the case for those companies
that opted for the possibility to approve the
financial statements within the longer 180-days’
term, as some believe that these companies

will not enter the cost relevant to IRAP 2019
settlement payment in the financial statements.

In other words, companies that have not yet
approved the financial statements could either
register the benefit in financial statements 2019
or in 2020, depending on the relevance of its
effect. To support the possibility to register the
benefit already in financial statements 2019,
we could interpret the reference to the financial
statements date in a broad perspective, since
the 2020 regulation acts retroactively on 2019
regulation, providing that at that date, the
settlement payment is not due and, therefore,
the IRAP payable does not exist and it would be
useless entering it in the financial statements.

An official clarification on this issue would be
useful, it being understood that the option
selected by the company is clearly explained
in the explanatory notes, especially if its effects
are relevant.



Article 24, Law Decree 8 April 2020, no. 23 -
impacts on advance payment 2020

Para. 1 of the Decree under analysis also
provides the exemption of companies from

the payment of the first advance payment
instalment of IRAP due for FY 2020, which is
due for an amount equal to 40% for most part
of companies and to 50% for those carrying
out economic activities whose tax reliability
indexes have been approved and whose
revenues or consideration do not exceed the
limit established, for each index, by the current
regulation under article 12-quinquies, para. 3
and 4 of Law Decree dated 30 April 2019, no. 34.

The same exclusions provided for the exemption
from the payment of IRAP 2019 settlement

are also provided for the exemption from the
payment of IRAP 2020 first advance.

The concession, therefore, is equal to a
percentage between 40% and 50% of the tax
amount relevant to the previous FY.

Given that the first advance payment of [RAP
2020 will be excluded from the calculation of
the tax settlement due for the same FY, the

concession will result in a final tax saving to be
registered in FY 2020.
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