
January 2013 

 

 

 
 In collaboration  

 with Lawyer Pierre Fortin   

 

1 

 

Taxation of Religious Congregations in Italy 

 
 
Introduction 
 
The taxation of religious congregations has often been the subject of discussion in Italy, often polemical 
or demagogical. For decades, a powerful Catholic Church lobby has managed to isolate religious 
congregations from taxation on all but clearly commercial enterprises. Recently, however, in the context 
of an increasingly severe governmental cash crunch and of a growing public sense that the Church’s tax 
privileges were somehow unjust, there have been moves to render religious congregations more 
accountable fiscally. 
 
Italy, unlike certain other countries, despite broad income-tax exemptions for religious congregations, 
has, for some time already, not exempted investment income from taxation. Last year, the Monti 
government for the first time passed a law limiting greatly the tax exemption on Church property. It is to 
be expected that this trend will continue.  
 
A recent symposium by an important German bank raised serious questions as well as eyebrows with its 
suggestion that religious congregations would be better off moving to Germany where they would 
receive more favorable tax treatment than in Italy. For reasons both historical and practical, it is difficult 
to imagine that catholic religious congregations will en masse transfer their world headquarters from 
Rome to Berlin. 
 
That being said, the questions raised by the recent laws and the changing political and social climate in 
Italy make it necessary to address these preoccupations and to show that, with some good advance 
planning and careful management, which could include sometimes painful changes in habits and 
attitudes, a congregation can still continue to maintain its central government headquarters in Rome and 
substantially isolate its world-wide income from Italian taxation.  
 
This Memorandum briefly sets out the rules governing income taxation in Italy as applicable to religious 
congregations having their headquarters, or General House, in Italy. Our purpose is to provide a general 
framework of such rules in accordance with the currently applicable dispositions of Italian laws and 
regulations. 
 
It should, however, be pointed out that there exists no particular body of tax legislation in Italy 
concerning “religious entities” and that the available literature, practice and case law on the question are 
at best spotty. Consequently, the considerations contained in this Memorandum are for the most part 
based on tax rules applicable to situations, which we have considered comparable or analogous to the 
ones at hand and the conclusions we reach could change as new laws or authoritative interpretations 
arise.  
 
The Memorandum is divided into four parts: 
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  I.  General principles of Italian income taxation; 
  II.  Taxation of the religious congregation; 
  III.  Taxation of the “Casa Generalizia”; 
  IV. Taxation of worldwide investment income. 
 
 
I. GENERAL PRINCIPLES 
 
Before discussing the rules applicable to the taxation of a religious congregation (“Congregation”) and 
of the Casa Generalizia, it is useful to recall briefly some general principles of Italian income taxation 
applicable to our case. 
 
A. Entities subject IRES  
 
Under Italian law, private legal entities, other than corporations, which are domiciled in Italy and which 
do not have as their main or exclusive object the pursuit of a commercial activity, are subject to 
corporate income tax (“IRES”) (art. 73, par.1, letter c), DPR 917/1986). The law also considers as 
subject to IRES, unincorporated associations, consortia, and other organizations whose income is not 
consolidated or otherwise included in the income of another taxable entity. (Art. 73, par. 2., DPR 
917/1986) 
 
B. Tax Domicile 
 
Corporations or entities which, for the greater part of the taxable year have: (i) their registered office; 
(ii) the seat of their administration; or (iii) their main object in Italy are considered domiciled in Italy for 
income tax purposes. (Art. 73, par. 3, DPR 917/1986) 
 
In determining the place of the registered office of a corporation or of a non-incorporated entity, the 
Italian tax authorities apply a “formal” rule and consider that the registered office is located at the 
address indicated in the Certificate of Incorporation and in the By-laws. Conversely, in determining the 
main object or the seat of management, a number of different “substantive” elements will be taken into 
consideration for a complex evaluation of the effective relationship of the corporation or entity with a 
particular territory. The result may or may not correspond with the registered office indicated in the 
corporate documents. 
In its comments to Article 4 of the OECD Model, the Italian tax authorities have interpreted the concept 
of “the place of effective management” as meaning not only the place where the main activity of 
direction and management takes place but also as the place of the company’s principal activity. Along 
this line, and also with reference to consolidated case law, the Italian tax authorities have considered a 
corporation’s or entity’s place of effective management to be the place where a company carries out the 
activity of direction and management of its business, namely, the effective center of its interests; where 
the company lives and operates; where business is handled and where the different elements of the 
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business are organized and coordinated for the realization of the corporate object. (Circolare Agenzia 
delle Entrate, Direzione Centrale Normativa e Contenzioso, August 4, 2006, n. 28/E) 
 
It follows that, in determining the seat of management of corporations or of other entities with reference 
to its fiscal domicile, the analysis will look at a complex of factors and elements with no one element 
necessarily being determinative. 
 
C. Main object 
 
Main object means the activity essential for the direct realization of the primary object of an entity as 
indicated in the law, in the Memorandum of Incorporation or in the By-laws, where these exist in the 
form of a public deed or of a certified or registered private deed. Otherwise, the main object is deduced 
from the activity effectively exercised. (Art. 73, par. 4, DPR 917/1986; Circolare, Ministero delle 
Finanze, May 12, 1998, n. 124/E) 
 
D. Non-commercial entities 
 
If the activity essential for the direct realization of the primary object of the entity is of a non-
commercial nature, the entity will be considered to be “non-commercial “ for both income and value 
added tax (VAT) purposes. As a result, such an entity will be subject to the provisions of Title II, 
Chapter III, of DPR 917/1986 with respect to income tax and to those contained in Art. 4 DPR 633/1972 
with respect to VAT. In addition it will be subject to the relevant accounting rules. 
 
Even if its declared nature or purpose is not for profit, an entity can still be considered as commercial if 
its prevalent activity is commercial. (Circolare 124/E of 1998) In other words, to determine the 
commercial or non-commercial nature of the activity of a particular entity, the declared object is 
secondary to the essential activity effectively carried-out in direct pursuit of the entity’s primary object. 
 
E. IRES taxable income 
 
Although subject to corporate income tax (IRES), the income tax base of non-commercial entities is 
determined using the same rules as apply to individuals, whose income is subject to personal income tax 
(IRPEF).  
 
The taxable income of non-commercial entities is composed of the following types of income:  
• (i) real estate income: income deriving from land and buildings; it should be noted that for purposes 
of determining real-property income the following are not considered as income producing: buildings 
used exclusively as places of worship, including cloistered monasteries, so long as these are compatible 
with the dictates of the Constitution in regard to the freedom of religion (Art. 8, Const.) and of the 
exercise of religion (Art. 19, Const.), and their appurtenances; 
• (ii) capital investment income: interest, capital gains and income deriving from the use of capital 
(such as bank interest and share dividends); 
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• (iii) corporate income: income deriving from a commercial activity; 
• (iv) other income: this is a residual category of income not deriving from a commercial activity or 
from the sale of goods or services, for example: 
i) gains from the sale of buildable land; 
ii) gains from the sale of buildings held for less than five years; 
iii) income from foreign real estate; 
iv) capital gains from the sale of qualified (i.e., more than 20%) share participations; 
v) income deriving from a contractual or statutory obligation to perform, not to perform or to allow to 
perform. 
 
Tax-exempt income and income subject to alternative tax (imposta sostitutiva) are not included in the 
calculation of the income (IRES) tax base of non-commercial entities (Art. 143, par. 1, DPR 917/1986). 
 
F. Reduced IRES tax rate 
 
Where the main object of a non-commercial legal entity is charitable or educational, or considered by 
the law to be equivalent for tax purpose, the applicable income (IRES) tax rate is reduced by fifty 
percent, on condition that the entity have legal personality (Art. 6 DPR 601/1073). 
 
The Treaty between the Republic of Italy and the Holy See of February 18, 1984 (the Concordat), 
ratified by Law March 25, 1985, n. 121, establishes that civilly recognized ecclesiastical entities having 
an object of religion or worship, as well as the activities carried-out in furtherance of those objects, will 
be treated as equivalent to charitable or educational entities for income tax purposes. Consequently, 
such entities will benefit from the favorable tax rate of 13,75% (Art.6 DPR 601/1973) as opposed to the 
ordinary rate of 27,5% (Art. 77 DPR 917/1986) on all of its income subject to IRES.  
 
 
II. THE RELIGIOUS CONGREGATION 
 
A. The particular mission of a Congregation will usually be specified in its Statutes and will differ from 
congregation to congregation. This being said, as a general rule, for Italian tax purpose, the 
Congregation is considered to be an unincorporated and unrecognized private entity with an exclusively 
non-commercial object.  
 
B. Organizational Structure 
 
Each congregation has its particular organizational structure often divided along three levels: local, 
provincial and general. Taken together, the religious composing these different levels of organization 
make-up the Congregation. 
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At the general level, the government of a Congregation worldwide lies with the Superior General and a 
General Council. Where a Congregation has its central headquarters or General House in Rome, these 
activities take place in Italy, which has implications for Italian tax purposes.  
 
C. Organization of the General Government 
 
The Superior General and General Council are assisted in their work of government and coordination of 
the Congregation by administrative and financial structures, which we here refer to as the General 
Administration. Together, these bodies make up the General Government of the Congregation.   
 
D. Income tax 
 
In application of the principle set out in Section I, Par. B. above, the Congregation would be considered 
domiciled in Italy for tax purposes and, as such, it is subject to tax in Italy.  
 
Given that the Congregation generally has no commercial activity, it is subject to the income tax rules 
of Art. 143 ff. DPR 917/1986. (See above Section I, Par. E.) In application of those rules, any taxable 
income of the Congregation in Italy (e.g., real property or investment income) would be taxed at the full 
rate of 27% given that the Congregation is not civilly recognized as an ecclesiastical entity.  
 
 
III. THE CASA GENERALIZIA 
 
For Italian civil-law purposes, the world-headquarters or General House of a Congregation is generally 
organized as a Casa Generalizia. 
 
A. General Aspects 
 
The civil legal categories of Casa Generalizia and, for those Congregations that only have a liaison 
office in Rome Procura Generalizia, derive from the 1984 Concordat and subsequent legislation, which 
moved from a system where civil recognition in Italy of religious congregations was complete and 
automatic to a system where such recognition is partial and conditional. These entities are nowhere 
defined as such. The only thing certain is that they must have an object of worship or religion, which is 
in turn certified by the Holy See. 
 
For purposes of this Memorandum, we shall only discuss the Casa Generalizia, but the same 
considerations apply mutatis mutandis to the Procura Generalizia. 
 
As a civilly recognized legal entity, a Casa Generalizia can engage various types of activities, including 
commercial activities, and the taxation will then depend on the nature of these activities. 
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Where, however, there is no activity other than that of the government and coordination of the 
Congregation, then the Casa Generalizia will be considered to be the civil legal expression of the 
Congregation’s canonical organizational and administrative body, viz., the General Administration. 
 
Consequently, the Casa Generalizia: 
a.  has its seat in Italy (generally  in Rome); 
b. is a civilly recognized ecclesiastical entity, namely, it has legal personality and is so recognized 
within the Italian legal system; 
c. is a non-commercial entity, viz., it does not have as its exclusive or principal purpose a commercial 
activity. 
 
The Casa Generalizia can be considered to be the body through which the General Administration of the 
Congregation exercises the activity of “direction and coordination” of the Congregation itself. An 
analogous possibility exists for corporations in certain jurisdictions, including Italy, where the 
management of a corporation can be entrusted not only to individuals but also to other companies 
which, in turn, carry out the activity of “direction and coordination” either through their own 
management structure or through specially appointed individuals. 
 
The Casa Generalizia is not synonymous with the General Administration as legally they are two 
different bodies. But as indicated above, we can maintain that the Italian legal entity, Casa Generalizia, 
is the legal expression of the canonical organizational structure, General Administration, and that both 
have the same operational boundaries.  
 
B. Income tax 
 
The Casa Generalizia is a legal entity engaged in a non-commercial activity and as such is subject to the 
rules of Art. 143 ff. of the TUIR. Consequently, like for the Congregation, its tax base is determined 
according to the rules discussed above in Section I, Par. E. 
  
This being said, as opposed to the Congregation, the Casa Generalizia is a civilly recognized 
ecclesiastical entity with legal personality and consequently it benefits from the favorable tax rate of 
13.75% on its income subject to income tax (IRES). 
 
In this context it would make sense to have all of the income destined to the General Administration in 
Rome pass through the Casa Generalizia, which has a clear legal status and tax position.  
 
It is not uncommon for a Casa Generalizia (General Administration) to have the following sources of 
income: 
(i) real estate income (statutory income): deriving from the property owned by the Casa Generalizia and 
used for the activities of the Central Government; this income is taxable at the rate of 13.75%, except 
for any churches or chapels which are tax exempt; 
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(ii) income from capital investments: bank account interests, dividends, etc.: taxable at the alternative 
tax rate of 20%.  
 
If the Casa Generalizia’s capital investment income derives from foreign bank accounts or other 
investments, elaborate reporting requirements will apply except where the Casa Generalizia gives 
instructions to the foreign bank to transfer any income from the foreign account to its Italian bank 
which, in turn, will act as a tax intermediary and withhold and pay the alternative tax. 
 
IV. TRUST OR OTHER FOREIGN SOURCE INVESTMENT INCOME 
 
Non-Italian religious Congregations with a General House in Italy generally administer the 
Congregation’s assets through non-Italian investment vehicles, e.g., trusts or investment companies, 
limiting the amount of money in the hands of the Central Government to what is strictly necessary for 
the functioning of the Congregation’s Rome headquarters. 
 
Where, however, the foreign investment vehicles are directly or even indirectly managed by the 
Congregation’s Central Government or by members thereof, the rules of attraction could render taxable 
in Italy the income from these investments even if that income remains outside Italy, thus cancelling the 
advantages which these investment vehicles were set-up to produce. Consequently, special care must be 
taken in the setting-up, organization and management of these investment vehicles. 
 
As an example, we propose the following considerations on the way foreign trust income is treated in 
Italy. 
 
In Italy, the following types of trusts are subject to IRES income tax: 
• trusts domiciled in Italy irrespective of whether the principal object of the trust is the exercise of a 
commercial or of a non-commercial activity; 
• trusts not domiciled in Italy in respect of income produced in Italy. 
 
A. Domicile 
  
The Italian tax authorities have determined that, in light of the particular nature of trusts, the 
determination of its tax domicile will be made with exclusive reference to the seat of management and 
to the main object (Circ. August 6, 2007, Agenzia delle Entrate, Direzione Centrale Normativa e 
Contenzioso, n. 48/E). Of course, trusts formally resident in Italy are automatically subject to Italian 
taxation. That being said, trusts not formally resident in Italy can be domiciled for tax purposes in Italy 
if they meet some other criteria. 
 
Consequently, a trust will be held as domiciled in Italy for tax purposes if the seat of its management or 
if its principal object is situated in Italy. For trusts which, in the prosecution of their main object, have 
in Italy a dedicated organizational structure (employees, offices, etc.), the tax authorities have 
considered that the seat of management will be the pertinent element for determining tax domicile. In 
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the absence of such a structure, they will consider the fiscal domicile of the trustee as an important 
element in the determination of the seat of management of the trust. (See supra, Circ. n. 48/E of 2007.) 
The same “center of interest” analysis, which applies to corporations and to other entities will also apply 
to trusts. (See Section I, Par. B above.) 
 
The Italian tax authorities have also consistently held that, to identify the tax domicile of a trust, useful 
reference could also be made to the relevant double-tax Treaty. In this regard, until 2007, the only such 
Treaty, which explicitly contemplated trusts was the Double Taxation Treaty between Italy and the 
United States of America (Circolare Agenzia della Entrate, Direzione Centrale Normativa e 
Contenzioso of August 6, 2007, n. 48/E). 
 
Even though set-up according to the laws of a particular jurisdiction, e.g., the United States, trusts may 
or may not have a formal domicile. In the case of a non-Italian trust with no formal domicile but where 
the trustees are members of the General Council working out of Rome, it would be difficult to argue that 
the trusts are not domiciled in Italy for tax purposes and consequently subject to Italian taxation. 
 
B. Tax on income from trusts domiciled in Italy 
 
The rules governing the taxation of income produced by trusts domiciled in Italy depends on the nature 
of the trust: transparent, opaque or mixed.  
 
- a transparent trust is a trust with clearly identified beneficiaries: the income is imputed to the 
beneficiaries pro quota to their share in the trust as specified in the Trust Deed or in a subsequent 
document, or in the absence of such a document, in equal parts (Art. 73.par. 2. DPR 917/1986). 
On such income the Italian beneficiary is subjected to income tax on revenue from capital investments 
in accordance with the provisions of Art. 44, par. 1, letter g-sexies) of DPR 917/1986. 
Tax on this income is due by the Italian beneficiary in the period in which the income has been realized 
by the Trust even if not actually received by the beneficiary. 
- an opaque trust is a trust with no identified beneficiaries: the income is imputed to the trust itself and 
taxed in accordance with the rules in force at the domicile of the trust. 
- a mixed trust is a trust where the Trust Deed provides that part of the trust income is destined to 
capital reserve and  another part distributed to the beneficiaries. 
In this case, the income destined to capital reserve is taxable to the trust while the income attributable to 
the beneficiaries is taxable to them at the time the income is realized by the trust. 
 
C. Taxation of Trusts 
 
• Resident trusts: where a trust is domiciled in Italy for tax purposes, it will be taxed as a commercial 
entity irrespective of the actual nature of the activity of the trust (commercial or not) at the rate of 27%. 
Not having legal personality, the trust cannot be eligible to the reduced 13.75% tax rate even if their 
object is religious or charitable. 
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• Non-resident trusts: where a trust is domiciled outside Italy, it will be taxable in Italy only on income 
produced in Italy (Art. 73, par l, let. d), DPR 917/1986), e.g. real-estate income. 
 
 
D. Taxation of income produced by non-resident trusts assigned to resident beneficiaries 
 
 Art. Art. 44, par. 1, letter g-sexies) of DPR 917/1986 specifies that income produced by non-
domiciled trusts are imputed pro quota to the resident beneficiary as income on capital investments. 
 
 
E. Tax administration 
 
The tax administration has given the following indications in respect of the taxation of income produced 
by trusts, be they domiciled or not domiciled, transparent or opaque: 
 
- where the trust has been subjected to a withholding tax at source on the income produced, that same 
income will not be part of the tax base either in the case of an opaque trust, or for the beneficiary in the 
case of a transparent trust;  
- by virtue of the principle against double taxation, income received and correctly taxed to the trust 
before the identification of the beneficiaries (where the trust is opaque), cannot be taxed anew to the 
beneficiaries when they receive the income; 
- the tax credit for taxes definitively paid abroad is for the benefit of the trust in the case of an opaque 
trust and of the beneficiaries in the case of a transparent trust; 
- the rules in force for taxation of trust income, including that of non-domiciled trusts, aim to avoid the 
benefits of windfall tax savings, which would be obtained , for example, in the case of opaque trusts set-
up and domiciled in foreign jurisdictions with favorable tax systems. The Italian tax authorities have, 
however, determined that they do not include in the category of jurisdictions with favorable tax regimes 
those jurisdictions where the trusts have unlimited tax liability but where, by virtue of the particular 
nature of the activity carried-out (e.g., religious or charitable), they are in effect exempt from tax 
(Risoluzione Agenzia delle Entrate, Direzione Centrale Normativa e Contenzioso, April 21, 2008, n. 
167/E). 
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F. Conclusions 
 
The investment income of a Congregation deriving from one or more non-Italian opaque trusts would 
very likely be considered as domiciled in Italy for tax purposes: a) if the trust has no formal domicile 
outside Italy or is domiciled in a tax-haven; and b) if it is managed by persons resident in Italy. Even in 
the case of trusts formally resident outside Italy, e.g., in the United States, the tax authorities could 
consider the trust domiciled in Italy for tax purposes if it is effectively managed in Italy.  
 
In order to isolate such trusts from the risk of Italian taxation, it is therefore recommended that the trusts 
not only be formally domiciled and taxable in the foreign country with but also that it be seen to be 
effectively managed outside Italy. Again as opaque trusts, they would be fully subject to tax in the 
country of domicile, even if exempt for the particular type of income produced. As such, there would be 
no taxation in Italy. 
 
In addition, monies received from the Trusts by the General Administration or the Casa Generalizia 
would also be exempt on the basis that the income was already fully taxable to the Trust in the Trust’s 
jurisdiction of domicile, again even if exempted. This being said, it would be prudent that any monies 
sent to the General Administration or Casa Generalizia by the Trusts not be characterized as income, but 
rather as a gift. 
 
The general rules set-out above as applicable to trusts will mutatis mutandis also apply to corporations 
or other investment vehicles especially in so far as formal residence of the vehicle and effective seat of 
its management are concerned. 
 
 
 
 
        


