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In brief 

On December 22, 2015, the Italian Parliament approved the 2016 Budget Law (Law no. 208 of December 

28, 2015), which introduced significant corporate tax changes in the betting and gaming industry. In 

particular, paragraphs 927-932 of Article 1 of the 2016 Budget Law describes circumstances where Italian 

gaming and betting operators shall constitute a “virtual” permanent establishment of non-resident 

enterprises (and the tax treatment thereof). 

 

In detail 

Scope of the presumption of 

a permanent establishment 

The Italian Budget Law for 2016 
introduces a presumption of 
“virtual” permanent 
establishment for betting and 
gaming operators (hereinafter 
referred to as “operators”) 
under certain circumstances.  

Specifically, the presumption 
applies to Italian resident 
operators doing business in a 
single sales network (i) on 
behalf of non-resident operators 
and/or (ii) on the basis of 
agency or intermediation 
agreements with third parties.  

Operators may either carry out 
the ordinary activities of a 
betting and gaming operator, or 
alternatively, act as a data 

transmission center (e.g., for the 
collection of bets, sums deriving 
from bets, and for the payments 
of win premiums). In the 
context of the latter, the 
operator provides instruments 
(e.g., devices) for betting and 
gaming at the disposal of 
customers. The presumption 
applies to both types of 
activities.  

The presumption, however, only 
applies to betting and gaming 
activities that exceed € 500,000 
in a six-month period.  

The burden of proof  

Banks and other competent 
financial institutions may 
inform the Italian Revenue 
Agency (hereinafter referred to 
as the “Agency”) that the above 
monetary threshold has been 
met. Sixty days from such 

communication, the Agency 
initiates a confrontation 
meeting with the Italian 
resident operator and the non-
resident operator to investigate 
the matter. The parties may 
submit any relevant evidence to 
rebut the Agency’s presumption 
on the deemed existence of a 
permanent establishment in 
Italy.  

The assessment of a 

permanent establishment 

The confrontation meeting with 
the resident and non-resident 
operators shall last no more 
than ninety days. If the 
presumption of the Italian 
permanent establishment is 
confirmed, the Agency issues 
the Italian resident operator a 
deed of assessment, quantifying 
higher taxes and corresponding 
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penalties. Further, Banks and other 
competent financial institutions will 
apply a 25 percent withholding tax on 
the sums derived from the 
transactions with the non-resident 
operators and to levy the amount paid 
within the sixteenth day of the month 
following that in which the payment 
has been made.   

New chances for ruling 

Regardless of an Agency’s assessment, 
within sixty days from the beginning 
of each fiscal year, taxpayers have the 
ability to file a ruling request pursuant 

to the Taxpayers’ Bill of Rights 
(Article 2, paragraph 2 of Law no. 212 
of July 27, 2000) to ask for the 
disapplication of any provision that 
disregards deductions, tax credits, etc. 
that may result from such assessment. 
The request must present evidence to 
rebut the presumption. 

The takeaway 

Based on the above, the tax changes 
enacted with the Italian Budget Law 
for 2016 significantly impact 
corporate taxation in the betting and 
gaming industry. The application of 

the presumption, however, may be 
hindered by prevailing provisions in 
tax treaties on permanent 
establishment, which do not address 
“virtual” permanent establishment. 
That said, it is interesting to note that 
these new corporate tax changes are 
promulgated on the heels of the 
landmark decision of the Italian 
Supreme Court providing that data 
collection centers constitute a 
permanent establishment (see 
Stanleybet judgment, case June 25, 
2015, no. 26728). 
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