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With Ruling no. 172 dated August 20, 2024 (“Ruling 172”), the Italian Tax Authority (“ITA”) clarifies 
that interest expenses due in connection with higher taxes resulting that become due as a result of 
a tax settlements are fully deductible. 
 
More in detail, ITA confirms the deductibility of that cost component even if it relates to non-
deductible items (e.g., corporate taxes), because “interest expenses related to the tax collection and 
assessment of taxes do not differ in any way from any other charges related to the delay in the 
fulfilment of an obligation and therefore fall within the scope of the category of interest expenses 
(...) inevitably separating itself from the regime of the tax they belong to”(unofficial translation). 
 
The interpretation provided by ITA is based on a reading of Article 96 of the Income tax code which 
“does not place any limit on the deductibility of interest expenses irrespective of the event to which 
they are related to or the nature of the charge to which they are accessory” (unofficial translation). 

 
Despite the relevance of the clarification, some aspects remain not completely clear. 

 
Firstly, the view outlined by ITA on the deductibility of the interest expenses would appear to be 
relevant not only for corporate tax purposes but also for the regional tax on productive activities 
(“IRAP”). Actually, even if Ruling 172 is headed “Deductibility for IRES [corporate tax] and IRAP purposes 
of interest expenses paid on the basis of a settlement”(unofficial translation), the taxpayer which 
submitted the request of ruling appears to be a financial intermediary (this may be inferred from the 
reference to accounting entries for taxes under item 270 and for interest expenses under item 20 of 
the P&L); financial intermediaries include (and thus are allowed to deduct) interest expenses from 
their IRAP taxable base. 
The same conclusion may not be reached in connection with industrial and commercial entities (other 
than financial ones) which determine the taxable base on the basis of different criteria. 

 
Secondly, ITA seems to confirm that interest expenses due on the basis of a settlement are deductible 
for corporate tax purposes without applying the general limits set forth by Article 96 of the Income tax 
code. 
 
In this regard, the position is coherent with the general income tax system since the limitations 
provided for by the mentioned Article 96 apply to interest expenses originated by financial 
arrangements (on this aspect the view is aligned to one suggested by Assonime with Circular Letter No. 
14 of 2020). 
 

  

 

Italian Tax Authority clarifies that interest expenses out of tax assessments are fully 
deductible 
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This document is delivered for information purposes only.  
It does not constitute a basis or guidance for any agreement and/or commitment of any kind. 
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