
Capital Gain Reform 

8 February 2007

The following update on capital gains deals with possible changes that are being proposed within the Italian Parliament and are still about to be discussed by a Parliament’s Commission. We do not know when the provision will be finalized, but anticipate that the tax authorities will issue a statement in the next few months.

CURRENT LEGISLATION
Capital gains from sale of non-qualified stock are currently taxed at a flat rate of 12.5%. However, 40% of the gain from sale of qualified stock is subject to progressive income tax rates. Qualified stock is defined to be any stock ownership that:

· exceeds 2% of voting rights or 5% of total equity (if shares are traded on a stock exchange), or 

· exceeds 20% of voting rights or 25% of total equity (if shares are not traded on a stock exchange). 

PROPOSED LEGISLATION
The Italian Parliament has proposed to increase the capital gains tax rate from 12.5% to 20% for nonqualified stock, both on the sale of shares and dividends. The possible reform calls for a general realignment of capital gains tax rates.

We will keep you posted of any further developments.

ACTION
· No action is required at this time since this reform is still in draft format. We will issue an official update as soon as the Italian Parliament clarifies the proposal and releases an official provision.
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