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1. Overview

1.1. Government and Tax System

The Republic of San Marino is a parliamentary democratic republic city-state in Europe, completely surrounded
by Italy. The highest office in the state is the Captains Regent, which exercises the Office of Head of State on the
principle of collegiality. Executive power is exercised by the government. Legislative power is vested in both the
government and the Great and General Council. The judiciary is independent of the executive and the legislature.

When laws have been approved by the Great and General Council, the Captains Regent has the power to
promulgate and publish the laws, countersigned by the Secretary of State for Internal Affairs. If they believe the
law does not comply with the principles contained in the Declaration of Rights, they have the right to ask for a new
resolution, however if the Council approves the law again then it must be promulgated within 15 days.

The main tax legislation is Law 166 of December 16, 2013 on General Income Tax, which provides for income tax
on corporations and individuals, with additional tax provisions contained in various Decrees.

The Tax Office, within the Finance and Budget Department, is the main body responsible for administering the tax system.

1.2. Currency
In San Marino, the currency is the euro.

2. Corporate Tax

2.1. Residence
In San Marino, companies are regarded as resident if they have their registered office, or the headquarters of the
effective management and control, in San Marino for the majority of the tax period.

2.2. Tax Base-Resident Corporations
Resident companies are taxed on their worldwide taxable income.?

Capital gains are included in taxable income.?

2.3. Tax Base—Nonresident Corporations
Nonresident companies are taxed on their income derived from San Marino.* San Marino source income is
extensively defined in Article 5 of the General Income Tax Law.

2.4. Permanent Establishments—Domestic Law Definition
A Permanent Establishment (PE) is defined as the fixed place of business by means of which a nonresident
company carries out, in whole or in part, its activity on the territory of San Marino.?

A PE includes:

® a place of management;

® a branch;

e an office;

® a workshop;

* alaboratory;

® amine, an oil or natural gas field, a quarry or other place of extraction of natural resources; and

® a construction or assembly or installation site, if that site or activity has a duration of more than three months.

' General Income Tax Law, Article 42.

2 General Income Tax Law, Article 1.

3 General Income Tax Law, Article 46(3).
4 General Income Tax Law, Article 42.

5 General Income Tax Law, Article 4.
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The availability of electronic processors and related auxiliary systems that allow the collection and transmission of
data and information for the sale of goods and services constitutes a PE.

2.5. Permanent Establishments—Treaty Definition
San Marino tax treaties generally follow the OECD model PE definition.

2.6. Permanent Establishments—Creation via Performance of Services
The domestic definition of a PE does not provide for the creation of a PE by the performance of services.

2.7. Tax Year—-Default Taxable Year
The tax year, or tax period, is a calendar year, i.e., January 1to December 31.¢

2.8. Tax Year—Reference Year for Computation of Tax
In a given tax year, taxpayers are subject to tax on income earned in that year. Thus, returns filed, e.g., in 2021 with
regard to the taxpayer's liability for the 2020 tax year, will report income from 2020 and calculate tax on that basis.

2.9. Tax Year-Filing Deadline
Tax declarations must be filed by June 30 each year, with regard to the income produced in the previous calendar year.”

2.10. Tax Year-Schedule for Tax Payments or Deposits

The general income tax is due to be paid within the deadline for submitting that tax return, i.e., June 30. During
the year, two advance installments are required, the first being due by July 31 for 35 percent and the second by
November 30 for 55 percent of the tax due in the previous year, net of any foreign tax credits.®

2.11. Statute of Limitations

The Tax Office must provide the taxpayer with a notice of assessment by December 31 of the third year following
the year of submission of return, i.e., within four years after the ending of the relevant fiscal year. This is extended
to the fifth year if the taxpayer did not file a return or filed a nil return?

2.12. Intercompany Dividends
Dividends paid by a resident company to a resident company, whether the companies are related or unrelated,
are exempt from tax.”°

Dividends paid by a nonresident company to a resident company are excluded from income in respect of 95
percent of their amount, provided the investment has been held continuously for at least 12 months."

2.13. Corporate Tax Rates—Standard Rates
The general income tax rate for corporate profits is 17 percent.”?

2.14. Corporate Tax Rates—Special Reduced Rates or Regimes
There are no special reduced rates or regimes for small or medium sized companies in San Marino.

¢ General Income Tax Law, Article 3.

7 General Income Tax Law, Article 93.

8 General Income Tax Law, Article 124.

? General Income Tax Law, Article 115(3g) and (4).
© General Income Tax Law, Article 59(3).

" General Income Tax Law, Article 59(1).

2 General Income Tax Law, Article 43.
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2.15. Taxation of Corporate Capital Gains
Capital gains on assets used in a business are taxed as ordinary income if:®

e the assets are sold for consideration;
e the gain is realized by way of compensation, or insurance, from the loss or damage of the assets; or
e the assets are assigned to shareholders or intended for purposes other than business activities.

The gains are taxable at the normal corporate tax rate, see Section 2.13.

Losses on assets sold for consideration, or realized by way of compensation, are deductible in full. Losses in real
estate companies are deductible up to 50 percent.

2.16. Treatment of Losses From Business Operations
The tax loss of a tax period can be deducted from taxable income to the maximum extent of 80 percent in the
following three tax periods.’®

Losses of newly established companies in the first three tax periods can be offset against total income of the
subsequent tax periods without any time limit.”6

Losses cannot be carried back.

2.17. Taxation of Dividends Paid to Nonresident Corporations
Dividends paid to nonresident companies are not subject to withholding tax providing the recipient company
declares to the distributing company that they are not acting on behalf of an individual.”

2.18. Taxation of Interest Paid to Nonresident Corporations

Interest paid to nonresident companies or businesses which are required to submit financial accounts, other than
banks and financial institutions, is subject to withholding tax at 13 percent. This is reduced to 10 percent if the
income relates to bonds or similar debt securities with duration of more than 36 months.®

Withholding tax does not apply to nonresident companies in the case of income deriving from current accounts,
deposits, certificates of deposit, repurchase agreements, and bonds with a San Marino issuer. In this case, the
recipient is required to declare to the lender their status as a nonresident company.”

2.19. Taxation of Royalties Paid to Nonresident Corporations
Royalties paid to nonresident companies are subject to withholding tax of 20 percent.?°

2.20. Taxation of Payments for Services Provided by Nonresident Corporations
Payments for services provided by nonresident companies are subject to withholding tax of 20 percent.?

3 General Income Tax Law, Article 55.

“ General Income Tax Law, Article 57(1).

> General Income Tax Law, Article 46(5).

¢ General Income Tax Law, Article 72.

7 General Income Tax Law, Article 103(6).

'® General Income Tax Law, Article 103(1).

? General Income Tax Law, Article 103(4)(e).
20 General Income Tax Law, Article 102.

2 General Income Tax Law, Article 102.
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3. Personal Taxes

3.1. Domicile and Residency Requirements
Individuals are resident in San Marino when they:?

¢ have their registered residence in San Marino for most of the tax period;
e stay for most of the tax period in the territory of San Marino; or
* have the center of vital interests in the territory of San Marino.

3.2. Tax Base for Residents
Resident individuals are taxed on their worldwide income.?®

3.3. Tax Base for Nonresidents
Nonresident individuals are taxed on their income derived from San Marino.?

3.4. Individual Tax Rates
Individuals are subject to income tax on their taxable income at the following progressive rates:?®

¢ Income up to 10,000 euros — 9 percent

¢ Income from 10,000.01 to 18,000 euros — 13 percent

¢ Income from 18,000.01 to 28,000 euros — 17 percent
¢ Income from 28,000.01 to 38,000 euros — 21 percent
¢ Income from 38,000.01 to 50,000 euros — 25 percent
¢ Income from 50,000.01 to 65,000 euros — 28 percent
¢ Income from 65,000.01 to 80,000 euros — 31 percent
¢ Income over 80,000 euros — 35 percent

Specific tax rates of income tax apply to certain forms of income, including:%

¢ emoluments for end-of-term treatment for directors — 17 percent;

e certain capital gains, including on cessation of self-employment — 8 percent;

* emoluments on termination of employment — 2.5 percent on the amount up to 5,000 euro, and 5 percent on excess;
¢ indemnity for termination of agency relationship and certain emoluments and gains — 12 percent;

¢ dividends from foreign sources on election by taxpayer — 3 percent;

e interest, premiums from foreign bonds on election by taxpayer — 8 percent;

e interest from current accounts with foreign banks on election by taxpayer — 11 percent; and

e supplementary pension benefits paid in the form of annuity or capital, on election by the taxpayer — 5 percent.

Special income tax

Up to and including the 2020 tax period, taxpayers carrying out business and self-employment activities, are
required to pay a special income tax annually as follows:

e self-employed workers — 1,000 euros;
e sole proprietorships and partnerships — 1,000 euros;
e sole proprietorships and partnerships in simplified accounting — 500 euros.

If the amount of revenues from ordinary activities relating to the previous tax period exceeds 300,000 euros,
these amounts are doubled.”

22 General Income Tax Law, Article 10.
2 General Income Tax Law, Article 10.
2 General Income Tax Law, Article 10.
25 General Income Tax Law, Annex C.
26 General Income Tax Law, Article 13.
27 General Income Tax Law, Article 150.
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The special income tax is deducted from the general income tax due for the year it relates to, and any excess tax can
be offset from the second tax period against additional direct and indirect taxes for the following four tax periods.

The following taxpayers are exempt from the application of the special tax:

e companies and self-employed workers in the first six years of operation;

e companies in liquidation or which have suspended operations;

¢ non-profit entities, foundations and associations and all subjects exempt from submitting a tax return; and
® cooperatives, consortia and other entities assimilated to them.

3.5. Individual Returns, Filing Dates and Payment
The following taxpayers are exempt from filing a tax return:?

e individuals with only exempt income under 7,500 euros or income subject to withholding tax;
e individuals with only employment income with one employer; or
e individuals with pension income only.

Joint filing for spouses is not permitted.
Tax declarations must be filed by June 30 each year, with regard to the income produced in the previous calendar year.?
The tax declaration must be filed electronically.®

The General Income Tax Law does not contain any provisions allowing an extension to the filing date of the tax return.

28 General Income Tax Law, Article 84.
2% General Income Tax Law, Article 93.
30 General Income Tax Law, Article 86.

5 Bloomberg Tax & Accounting



San Marino Country Guide

About the Authors

Andrea Cecchetti
Accountant, Advisor and Data Protection Officer
Cecchetti, Albani & Associati

Andrea has been accountant and advisor at Cecchetti, Albani & Associati since 2017. The firm
provides tax, corporate and administrative consulting. The firm assists its clients on mergers,
demergers, and acquisitions of companies. Andrea graduated in economics and accounting. He
specialized in tax law, commercial law, corporate auditing and privacy consulting.

Education:

University of Bologna - Master’s Degree in Personal Data Processing and Privacy Officer (2019)
University of San Marino - Higher professional training for accountants (2016)

University of Bologna - Alma Mater Studiorum - Economics and Accounting (2014) - masters course
University of Bologna - Alma Mater Studiorum - Economics and Accounting (2012) - triennial course

6 Bloomberg Tax & Accounting



San Marino Country Guide

Vincent Cecchetti
Managing Partner
Cecchetti, Albani & Associati

Vincent has been the managing partner of Cecchetti, Albani & Associati since 1986. The firm
provides tax, corporate and administrative consulting. The firm assists its clients with mergers,
demergers, and acquisitions of companies. Vincent deals with corporate finance and rating advi-
sory. Vincent specializes in domestic and international taxation and has collaborated with public
authorities in the drafting of direct and corporate tax laws.

Education:
Many specialization courses with leading training companies.
University of Bologna - Alma Mater Studiorum - Economics and trade (1982)

7 Bloomberg Tax & Accounting



About Bloomberg Tax & Accounting

Bloomberg Tax & Accounting provides comprehensive
global research, news, and technology services
enabling tax professionals to get the timely, accurate,
and in-depth information they need to plan and
comply with confidence. Our flagship Bloomberg

Tax platform combines the proven expertise and
perspectives of leading tax practitioners in our
renowned Tax Management Portfolios with integrated
news from the industry-leading Daily Tax Report®,
authoritative analysis and insights, primary sources,
and timesaving practice tools. For more information,
visit pro.bloombergtax.com

Product Support
833.697.9559

UK, Europe, Middle East, Africa,
and South America
+44(0) 207.847.5821

Asia Pacific Region
+65 640.83734

For Sales Inquiries and Billing Support
800.372.1003

bloombergindustry.com

Bloomberg Tax & Accounting

© 2020 The Bureau of National Affairs, Inc.
49840 0820


http://bloombergindustry.com

