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BREXIT – Key tax-related consequences 
 
 
Overview 

 
The ratification of the United Kingdom's withdrawal agreement from the European Union was 
concluded on 30 January 2020 with approval by The Council of the EU. From 1 February 
2020, therefore, the United Kingdom is no longer a Member State of the Union and ceases to 
be represented within European institutions. 
Part IV of the Withdrawal Agreement provides for a transition period through 31 December 
2020 (barring a possible extension).  During the transition period, European laws and 
regulations will continue to apply to the United Kingdom, as if it were still a Member State.  
The provisions of Italian Decree-Law No. 22/2019 will therefore not be applied.  Said decree 
had provided for rules for the transition only in the event of the United Kingdom leaving the 
EU without an agreement (see Press Release No. 19/2020 from the Italian Ministry of the 
Economy and Finance). 

 
 
Details 
 
 The key elements 

provided by the 
Withdrawal Agreement 
are: 

 the provision for a 
transition period from 1 
February 2020 to 31 
December 2020, during 
which the laws and 
regulations of the 
European Union will 
continue to remain in 
effect with respect to the 
UK, as if the UK were 
still a Member State; 

 during the transition 
period, EU law 
produces, with respect to 
the UK and in the UK, 
the same legal effects 
that it produces within 
the Union and the 
Member States, and it is 
interpreted and applied 
according to the same 
methods and general 

principles applicable 
within the Union; 

 the UK and the 
European Union may jointly 
agree by 30 June 2020 on 
a possible extension of the 
transition period.  

VAT and customs duties 
during the transition period 

 With a press release on 
29 January 2020, the 
Italian Customs and 
Monopolies Agency 
clarified that all provisions 
relating to VAT, excise 
taxes, and customs duties 
will remain unchanged until 
31 December 2020, barring 
other or new agreements. 
Accordingly, the provisions 
on the subject of 
transactions within the EU 
in relation to goods and 
services will continue to 
apply until such date. 

 More specifically, the 
Intrastat obligations will 
remain in effect and the 
VAT on purchases of goods 
and services territorially 
relevant in Italy will 
continue to be settled 
through the application of 
the reverse charge with the 
mechanism of the 
integration of the invoice 
received. 

Direct and other taxes 
during the transition period 

 The provisions adopted 
pursuant to primary EU 
law (favourable fiscal 
treatment for the Member 
States in order to respect 
the fundamental freedoms 
and the principle of non-
discrimination) should 
continue to apply during 
the transition period. More 
specifically, the provisions 
regard: 
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 1.2% reduced 
withholding on dividends 
paid to EU persons, 
including persons subject 
to income tax (Art. 27, 
Par. 3-ter, Presidential 
Decree No. 600/1973); 

 withholding reduced by 
11% on dividends paid to 
pension funds set up in 
EU Member States (Art. 
27, Par. 3, Presidential 
Decree No. 600/1973); 

 flat withholding tax of 
26% (instead of a 
progressive tax) for EU 
UCIs (Art. 10 ter, L. 
77/1983); 

 tax deferral on exit tax 
in the event of transfer 
of residence to EU 
Member States 
(preceding Art. 166, Par. 
2-quarter, Presidential 
Decree No. 917/1986); 

 CFC provisions 
applicable to EU 
persons (Art. 167 
Presidential Decree No. 
917/1986); 

 substitute tax on 
medium- and long-term 
financing (Art. 15, 
Presidential Decree No. 
601/1973); 

 tax exemption on 
financial transactions for 
EU pension funds (Art. 
16, Par. 5, Decree on the 
Financial Transactions 
Tax); 

 tax exemption on 
inheritance on transfers 
in favour of public 
entities, foundations and 
associations set up in 
EU States (Art. 3, 
Legislative Decree No. 
346/1990) and public 
debt securities issued by 
States belonging to the 
EU (Art. 12, Legislative 
Decree No. 346/1990); 

 the Italian tax on the 
value of properties held 
abroad (“IVIE”) 
calculated on the land-
registry value as 
determined and 
revalued in the country 
in which the property is 
located and not 
calculated on the 
purchase price (Art. 19, 
Decree-Law No. 
201/2011); 

 right to consolidated 
European tax return, so-
called horizontal 
consolidated return, 
including for controlled 
companies and stable 
organizations of 
companies resident in 
the EU (Art. 117, 
Presidential Decree No. 
917/1986). 

 Similarly, the domestic 
regulations implementing 
EU laws and regulations 
should continue to apply 
during the transition period. 
More specifically, the 
provisions regard: 

 Parent-Subsidiary 
Directive regarding 
exemption on dividend 
distribution (Art. 27-bis, 
Presidential Decree No. 
600/1973); 

 Interest and Royalties 
Directive regarding 
exemption on payment 
of interest and royalties 
(Art. 26-quater, 
Presidential Decree No. 
600/1973); 

 Merger Directive (Art. 
178-181, Presidential 
Decree No. 917/1986); 

 Directive on exchange of 
information and 
reciprocal assistance on 
the subject of taxes;  

 ATAD Directive. 

 Instead, with regard to 
regulations that make 
reference to EU countries 
but are not derived from 
EU law (tax treatment 
granted by national laws to 
Member States regardless 
of limitations under EU 
law), it has not been 
clarified as to whether or 
not these will still be 
applicable. These refer to:  

 exemption from 
withholding on interest 
derived from medium-
/long-term financing, 
when the financing was 
funded by credit entities 
established in EU 
Member States (Art. 26, 
Par. 5-bis, Presidential 
Decree No. 600/1973); 

 exemption from 
withholding on interest 
from bonds and similar 
securities issued by joint-
stock companies with 
shares traded on 
regulated markets or EU 
multilateral trading 
systems (Art. 1, 
Legislative Decree No. 
239/1996); 

 withholding reduced to 
5% on interest paid to 
non-resident persons on 
the condition that the 
interest is used to 
finance the payment of 
interest and other 
proceeds on bond loans 
issued by the recipients 
(Art. 26-quater, Par. 8-
bis, Presidential Decree 
No. 600/1973). 

 It is hoped that official 
clarifications will soon be 
given on these matters.  

Effects at the end of the 
transition period  

At the end of the transition 
period, set for 31 December 
2020 (barring other, new 



 

 

agreements), the laws and 
regulations related to non-
EU States will be applied 
in the relationships between 
the EU and the UK. 

VAT and customs duties  

 As from 1 January 2021 
(barring other, new 
agreements), the main 
VAT-related effects will be: 

 sales and purchases 
between Italy and the 
UK will no longer be 
able to be classified as 
transactions within the 
EU, but they will be 
considered as export 
and import transfers of 
goods; 

 it will no longer be 
possible to benefit from 
the simplifications 
provided for EU 
triangular transactions, 
for remote sales, the 
transfer of personal 
property to another 
Member State for 
processing (in these 
cases, the customs 
regulations for inbound 
and outbound clearing 
may become 
applicable); 

 for the rendering of 
generic services 
referenced in Art. 7-ter 
of Presidential Decree 

No. 633/72, the formal 
obligations change; for 
the services rendered, it 
will be necessary to 
indicate that the 
transaction is “not 
subject” and the reverse 
charge will no longer 
apply; instead, for 
services received, the 
Italian debtor will be 
required to apply the 
reverse charge, through 
self-invoicing and no 
longer by integrating 
the invoice received 
from the service 
provider. In any case, 
there will no longer be 
any obligation of 
declaring the 
transactions for the 
purposes of the Intrastat 
lists. 

 However, before the end 
of the transition period, the 
EU and the UK will be able 
to establish clear and more 
advantageous rules for the 
goods that enter, exit and 
transit the customs and 
fiscal territories of the EU 
and the UK (see press 
release of 29 January 2020 
from the Italian Customs 
and Monopolies Agency). 

 Instead, the provisions 
set out in Directive 
2010/24/UE regarding 
reciprocal assistance for the 
recovery of tax receivables 

(VAT and other tax 
receivables) will continue to 
have effect for another five 
years after the end of the 
transition period. 

Income taxes and other 
taxes 

 Barring other, new 
agreements, as of 1 January 
2021, the UK will be a non-
EU State for all effects 
with regard to income taxes 
and other taxes.  

The procedures for the 
automatic exchange of 
data on financial assets 
and the related income, as 
provided by Directive 
2011/16/CE, will no longer 
apply. However, the 
exchange will continue 
(with very similar 
procedures) due to the 
UK’s participation in the 
Convention on Mutual 
Administrative Assistance in 
Tax Matters (a global, 
rather than EU, initiative). 
 
EU Directives  

As from 1 January 2021 
(barring other, new 
agreements), the EU 
Directives will no longer be 
applicable in relationships 
with the UK. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

For any further information, please contact us at studio@ctep.it 
 
The above tax information illustrates some tax measures of particular interest; however, it does not contain a full description of the 
topics dealt with and does not represent a professional opinion.  

mailto:studio@ctep.it

