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Labour law in ltaly is evolving continuously.

Familiarity with the key concepts makes it easier for foreign enterprises
to operate in Italy and plan staff costs.

Keeping up to date with employment issues is also strategically
important: tax breaks and other forms of enterprise support are
available for those who know about them.

The purpose of this guide is to help Japanese entrepreneurs
understand the fundamentals of Italian labour rules and interface easily
with the Italian work environment.

As KPMG professionals we are pleased to introduce you to the world of
Italian labour regulations.
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LOlBCtive barganing agreements Intaly

There are two categories of collective bargaining agreements in ltaly:

national collective bargaining agreements and supplementary
(company-level) agreements.

mmm National collective bargaining agreements —

¢ A national collective bargaining agreement (NCBA) is an
agreement negotiated between the employers’ associations
and trade unions of a particular business sector. Therefore,
there is a different NCBA for each sector (e.g. engineering,
commerce, banking, chemical industry). Even so, an
employer is entitled to apply the NCBA that he considers to
be most appropriate for his business.

e The NCBA regulates the terms and conditions of
employment relationships, such as pay, job classification,
working hours, rest time and benefits.

¢ Once an employer applies an NCBA, it is binding on both
the employer and the employee.

e Supplementary agreements —

e Supplementary agreements may be negotiated internally
between employers and trade-union representatives.

e Supplementary agreements can be advantageous, since the
terms can be tailored to the business organization. A wide
range of issues - such as working hours, flexible
employment contracts, work organization, job classification

and technological restructuring - may be regulated by these
agreements.

e However, they cannot waive or deviate from the minimum
requirements established by NCBAs.
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standard fulHime open-ended employment
Agreement

A full-time open-ended employment agreement is, in the ltalian
labour law system, the standard employment agreement and has
recently been officially recognized as such.

An open-ended contract is a permanent contract and can be full-time
(approximately 40 hours per week) or part-time.

An open-ended contract terminates upon the dismissal - for just cause
or justified business reasons - or resignation of the employee. In the
case of dismissal, the employer must provide a severance package.

Even though this type of contract is not very flexible and is more expensive
for the employer, it is the main type of contract applied in Italy because:

it is the contract that the this type of contract is desired
legislators took into account by most workers as it

when writing the main guarantees a wide range of
employment rules. economic and social rights.
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FXECUTVES

Executives (dirigenti) are employees who are in charge of managing
the enterprise or independent divisions of it. Although they have to
follow the employer’s general directives, they have great decision-
making powers (i.e. they embody the employer).This job category also
includes highly skilled employees who have technical, scientific and/or
professional expertise.

Executives can be hired on an open-

ended or fixed-term contract.

Most of the terms and conditions of an executive's
employment relationship are established by the relevant
NCBA, which regulates issues such as salaries, fringe
benefits, dismissal, holidays and maximum working hours.

Under Italian law, there are two different ways in
which an executive on an open-ended contract
may be dismissed: he can be dismissed for just
cause or given notice.

In the second case, the contract terminates at the end of the notice
period; alternatively, the company must pay the executive an indemnity
equivalent to the remuneration that would have accrued over the notice
period. An agreement between the employer and the employee is
necessary to convert the notice period into an indemnity in lieu of notice.

In the event of unfair or unlawful dismissal, the executive is entitled to
receive a supplementary indemnity in addition to the indemnity in lieu of
notice.
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FXBCUIVES - DISmISSal - Payroll perspective

Executives: example of calculation of indemnity in lieu of notice under
theTrade NCBA.

Executive with up to 4 years of service — notice period of 6 months
(No bonus paid during the employment relationship and no fringe benefits)

— Last gross annual remuneration: €100,000 (to be divided into 14
installments of €7,142.85 each)

Salary: 6 months — €42,857.10

Extra monthly salaries: accruals for 6 months — €7,142.85
Vacation days: 6 months — €4,708

Total indemnity in lieu of notice: €54,707.95 gross

In addition, the employer must continue to pay, over the notice period, the
compulsory contributions to the funds for executives, indicated in the
NCBA: 6 months — approx. €8,400

In cases of unfair or lawful dismissal, there is a supplementary indemnity
in addition to the indemnity in lieu of notice under theTrade NCBA.

Executive with up to 4 years of service

— Last gross annual remuneration: €100,000
Minimum indemnity: 4 months — approx. €37,500
Maximum indemnity: 8 months — approx. €75,000
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Sadry

Workers' salaries must be stated in their employment contracts, normally
gross of all deductions for social security contributions and taxes.
Salaries are generally paid monthly.

There are fixed and variable elements in a salary.

Fixed elements

e The base salary for each contractual level is usually
indicated in the relevant NCBA.

¢ Additional fixed elements may also be agreed in NCBAs
and company-level agreements (e.g. increases reflecting
length of service, special indemnities), or in individual
agreements.

Variable elements

¢ \/ariable elements of remuneration are those that vary in
relation to the pay period or are recognized when certain
events occur (e.g. overtime, paid leave, bank holidays).

e The NCBA or the employer may provide for additional

payments, such as collective or individual performance
bonuses.

The company can decide to grant particular benefits in kind to its
employees.

Some of the most typical benefits are:

— acompany car
— a mobile phone
— lunch vouchers
— insurance policies.
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Jelermed payments

Under Italian law, salaries are paid in 13 monthly instalments. The
13th instalment (tredicesima) is paid each year along with the
December salary.

Some NCBAs (e.g. the NCBA for the Trade Sector) provide for
additional instalments, such as the 14th monthly instalment

sUmmary of Saary composition

Base salary: fixed by
NCBA

Additional fixed
elements provided by
NCBA or employer

Variable elements
provided by NCBA or
employer

Benefits in kind
granted by the
employer

SALARY
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1ne paysip

The payslip shows all the elements of the gross salary and each
statutory deduction made by the employer.

The function of the payslip is to document how much the worker
earns:

— in a given month

— from a specific employer

— in compliance with the NCBA.

Paysip exampie

The following example of a payslip shows how the salary is broken down.
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Fna-of-senvice alowance (TFR)

The end-of-service allowance (TFR) is a sort of delayed salary, not paid
immediately to the employee but accrued on a monthly basis and paid

when the employee leaves the company.

The amount of TFR is based on the employee's years of service and
earnings over those years.

TFR is revaluated annually, using the rates published by ISTAT
(National Institute of Statistics).

TFR can be held by the company or transferred to an external fund.

TFR held by the company
Employees may request, just TFR transferred to an
once during the employment exm".“f" S
relationship, an advance of Jihe conditionsiior an
their accrued TFR (on certain advance payment are fixed in
seralifioma). the fund's regulations.
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Compulsory contributions (1/2)

INPS (Istituto Nazionale della Previdenza Sociale) is the Italian
National Social Security Institute.

Obligations

¢ Social security contributions are compulsory for all employees.
e Employers are responsible for registering their employees with

INPS.

Coverage

¢ Workers must pay social security contributions in order to obtain
the following contributory benefits:
- Pension
- Family allowance (based on particular family circumstances
and annual income)
- Disability allowance (in the event of disability, or reduced

ability or loss of ability to work)

- Other forms of public assistance (e.g. unemployment
benefits).

Contributions

e Employee contributions are taken directly from their gross salary

each month.

® The contribution rates are set by INPS, depending on the business

sector.

* The maximum annual contributions base is €100,324 (for those
registered with INPS from 1 January 1996 onwards).

INPS: contribution rates and employer and employee share

EXECUTIVE (DIRIGENTE)
(e.g. general manager)

MIDDLE MANAGER (QUADRO)
(e.g. supervisor)

Rate

Approx. 36%

Approx. 39%

Company: 3/4 Employee: 1/4

Company: 3/4

Employee: 1/4
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Compuisory contributions (2/2)

INAIL (Istituto Nazionale per I'Assicurazione contro gli
Infortuni sul Lavoro) - the Italian Industrial Injury
Compensation Board.

Obligation

e [t is compulsory for all employers to register their employees with
INAIL, based on the type of work and associated risks defined by
INAIL.

Coverage

¢ INAIL insurance ensures that employees who are injured at work or
contract an occupational disease receive fair financial assistance
and healthcare, and that family members receive financial
assistance in the event of the worker's death.

Contribution charge

® The annual premium is calculated on the annual remuneration paid
to the worker (for executives an annual conventional salary is fixed
directly by INAIL). The premium may range from 0.4% to 3%,
according to the level of risk.
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sRERFERL (2/2)
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Additional registration with pension and

neathcare funds

NCBAs may envisage registration with additional
compulsory/optional pension and healthcare funds

t

t

Example 1 -The NCBA for
Executives of the Trade Sector
- compulsory enrolment in:

— Antonio Pastore
(insurance and social
security fund)

—  FASDAC (healthcare fund)

— Managers' training fund

— Mario Negri (pension
fund)

Example 2 -The NCBA for
Executives of the Industrial
Sector - optional enrolment
in:

— FASI (healthcare fund)

— Previndai (pension fund)
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sUmmary

Employment costs

INPS - National
Social Security
Institute

(30% charged to
the company)

INAIL - Industrial
Injury
Compensation
Board

(the percentage
charged to the
company depends
on the type of
work and starts at
0.4%)

End-of-service
allowance (TFR)

(approx. 7%
charged to the
company)

Possible
additional
pension and
healthcare funds
stipulated in
NCBA

(amount charged

to the company

fixed by the fund
regulations)

31



INPS -
EEHSRERS

(30% D
=4z E=Fi=)

INAIL —
LEBEKERRR
e
(EREICLD0.4%

~DEBAF&R)

NCBADH THRE S
NTWLBEMDE
2EIVEERES

(BRT&ERZ
BEOHEEICEL -
TEHSHNTLD)

BIEBEFY (TFR)

(#7%D
ERE&E)

32









ndividual dismissal (1/5)

. This is the unilateral act by which an employer terminates an
- employment relationship. It must be in the form of a written
i document, which specifies the reasons for dismissal.

! The employer can dismiss a worker for:

JUST CAUSE
(no prior notice)

JUSTIFIED REASON
based on employee
misconduct

(prior notice)

JUSTIFIED BUSINESS
reason

(prior notice)
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ndividual dismissal (2/5)

SERIOUS
BREACH OF
CONTRACT

o

MEDIUM
BREACH OF
TRUST

JUST CAUSE (without prior notice) - article 2119 of the
Italian Civil Code

— An employer can dismiss a worker for just cause when
the employee commits such a serious breach of contract
that the employment relationship cannot continue, even
temporarily. In such cases, the employer can withdraw
from the contract immediately, without giving any notice.

JUSTIFIED REASON BASED ON EMPLOYEE
MISCONDUCT (with notice) - article 2118 of the Italian
Civil Code and article 3 of Law no. 604/1966

— An employer can dismiss an employee for a justified
reason based on misconduct when the employee is
responsible for a serious breach of contract; however, the
employment relationship can continue temporarily. In
such cases, the employer can withdraw from the contract,
but must respect the notice period.

— The notice periods are defined by the relevant NCBA and
generally depend on the worker's position and length of
service.

— During the notice period, the employee continues to work
normally and is entitled to be paid. If, however, the
employer does not wish the employee to work and
intends to withdraw from the contract immediately, an
indemnity in lieu of notice must be paid to the dismissed
worker, equal to the amount of pay that the individual
would have been entitled to for working the full notice
period.
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ndividual dismissal (3/5)

Formalities

— Disciplinary procedure

—Dismissal for just cause or for a justified reason based on
employee misconduct must be communicated to the individual in
compliance with a disciplinary procedure laid down by law.

—The purpose of this procedure is to guarantee the worker's right of
defense and any violation of the procedure will invalidate the

diemiccal
ATUTTIT VAT

— Written form

— Notice of dismissal must be given in writing, and the reasons for
dismissal must be specified.

— The letter of dismissal can be delivered by hand or by any other
means that will bring it to the attention of the addressee (e.g.
recorded delivery post). Dismissal only takes place when the
addressee formally becomes aware of it.

— Failure to give written notice of dismissal and/or the reasons for it
will render the dismissal null and void.

| ltalian law does not lay down detailed rules for each of the cases in which a worker
I'can be legitimately dismissed for just cause or a justified reason based on

'misconduct.
|

I Over the years, the courts have identified a series of cases in which dismissal is
! recognized to be lawful (e.g. walking out, prolonged and unjustified absences,

! breach of trust or confidentiality obligations, perpetration of a crime). However,

! court decisions are always based on a careful analysis of each separate case and
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ndividual dismissal (4/5)

NO FAULT
OF THE
EMPLOYEE

JUSTIFIED BUSINESS REASON (with notice)

— An employer can dismiss a worker when there is a
justified reason based on production activity, work
organization or the smooth running of the business.

— Workers may also be dismissed for a justified business
reason if they are unable to work for reasons that have to
do with themselves but do not result in a breach of
contract allowing dismissal for a justified reason based
on misconduct (e.g. workers may no longer be physically
or mentally able to carry out their duties). Such cases
include dismissal following expiry of the grace period
guaranteed by law when an employee falls sick.

— Before dismissing a worker, the employer must check
whether the individual can be redeployed elsewhere in
the business.

FORMALITIES

If there are more than 15 employees, the employer must
sometimes follow a prior conciliation procedure before the
Local Labor Office (Direzione territoriale del lavoro).

In other cases, the employer must follow the disciplinary
procedure in order to make the dismissal.

Moreover, the employer must comply with the notice
periods established by the relevant NCBA or, alternatively,
pay an indemnity in lieu of notice.
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ndividual dismissal (5/5)

Unlawfully dismissed workers have access to different forms of
protection under Italian law, depending on the seriousness of the
breach of rules, the start date of the employment relationship, and the
size of the company.

— Reinstatement

Reinstatement is possible in a limited number of cases (e.g. dismissal
due to discrimination). In such cases, employees are also entitled to a
variable amount of damages and the payment of their social security
contributions (sometimes there are also fines). As an alternative to
reinstatement, the employee can opt to receive a sum equal to 15
monthly salaries, plus damages.

— Indemnity

In other cases, the employee is only entitled to an indemnity, which can
amount to a maximum of 24 monthly salaries in the most serious cases.

Considering the numerous forms of protection available, and their
complexity, a case-by-case analysis is always necessary.

According to the recent labour law reform - the so-called "Jobs Act"
(Legislative Decree no. 23/2015) - all employees hired on open-ended
employment contracts after 7 March 2015 are subject to special rules
providing “progressive protection” in the event of dismissal.The
indemnity granted to an employee for unfair dismissal is not fixed (as
explained above) but increases in proportion to length of service.
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navidual aismissal - Payroll perspective

Termination of the employment relationship, triggering the
right to all-inclusive compensation

— Middle manager under the NCBA for the Trade Sector
Last gross annual remuneration: €50,000

Minimum indemnity: 12 months — €50,000

Maximum indemnity: 24 months — €100,000
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RESIgnation

Ordinary resignation: an employee's resignation can also end an
employment relationship (which officially terminates once the notice
period has passed). Employees have to confirm online that they have
resigned voluntarily.

Resignation Resignation of a

— has to be . pregnant employee;
PROCEDURE confirmed selepitian

before the Local
Labor Office ] ;
‘ Resignation of a female

employee within one
year of announcing her
wedding

SPECIAL

Right to resign within three
months of transfer, without any
obligation to give notice

§

Employees who are transferred with an undertaking and whose terms

of employment change substantially due to the transfer.

Right to
compensation for lack
of notice

Just cause: resignation can be for just cause, if an employer commits
such serious violations of legal rules or contractual terms that the
employment relationship cannot continue, even temporarily.
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Collective dismissal (1/2)

— Collective dismissal: this happens when, as part of a business
reorganization, more than five workers are dismissed over a period of
120 days within one or more production units in the same country.

— There must be a special consultation procedure with the union
representatives when more than 15 workers are to be made
redundant.

Employer's obligations —l

The employer has to write to the national trade unions and their local
representatives to inform them of the reasons for the redundancies, the
jobs to be eliminated, the time scale of the dismissals, and any possible
measures to be put in place to minimize the social impact of the job cuts.

Trade union negotiations ﬂ

The onus is on the trade unions to start negotiations. During the 45-day
negotiation window, the employer cannot cut the workforce. Once this
period has expired, the employer can give the employees notice, whether
or not any agreement has been reached with the unions.

Any collective agreements reached during the consultation process may
set different criteria from the statutory ones (i.e. organizational
requirements, length of service, family responsibilities) for the selection of
the workers to be made redundant.
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Collective dismissal (2/2)

Breach of information and consultation
requirements

Redundancy
may be

Failure to apply the criteria governing
the selection of the workers to be

unlawful for =St
dismissed

many reasons,
such as:

Violation of the communication rules for
individual dismissals

The sanctions for unlawful collective dismissal have been amended by the
latest labor system reforms; sanctions now differ depending on the date of
hire (before or after 7 March 2015).

According to the type of violation, the sanctions for unlawful redundancy
may consist in reinstatement of the employee or a variable financial
compensation based on the employee's monthly pay.
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[ransnational secondment (1/2)

In order to provide services, a business based in an EU Member State
can post one or more employees to another business in Italy (even part
of the same group or another production unit).

Authenticity of posting: the
law requires the posting to
be authentic. Authenticity Posting

depends on all the details cannot involve

Actual place where the
undertaking has its
registered office

Place of business

of each case. mere - :
management registration
or Places where the
Posting administrative employee is recruited
considerations services and posted

The legal jurisdiction
which applies to
contracts concluded by
the undertaking with its
clients and employees
The place where the
undertaking pursues its
economic activity and
where its administration
is effectively based
Anything else which
might be relevant.

The nature and content of the

work, the responsibilities

involved, and the remuneration

The circumstances in which the

employee usually works

The length of time for which the

employee works in Italy

The date on which the

secondment starts

The circumstances in which the

employee has resumed, or is

expected to resume, work in the

original Member State

Any allowances or |

reimbursements for travel, meals !

and accommodation, etc. : |

Any applicable social insurance : |

certificate i - Penalty for incorrect !

Anything else which might be | classification: €50 per day per :
{ i
i |
: |

I - Any worker who is NOT
considered to be on secondment |
is considered to be still in the
service of the original employer. |

relevant. worker and, in any case, no less
than €5,000 and no more than
€50,000.
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Transnational secondment (2/2)

Terms of employment: these must be the same as those of the employees
who normally work in the host company (e.g. rules on minimum pay).

Information available on
the Ministry of Labor's
website.

- Terms and conditions of
employment for employees
seconded to ltaly.
Collective agreement
conditions applicable to
employees seconded to
ltaly (minimum salary and
related elements, payment
calculation method, criteria
for classification of
personnel).

Complaints procedure, also
in the area of health and
safety in the workplace,
applicable to employees on
secondment.

Points of contact for
employees and companies,
where they may obtain
information about their
rights and obligations under
national law.

Employer's obligations: companies
that second employees to Italy have
to send the following information to
the Minister of Labor and Social
Policies at least 24 hours before the
start of the secondment.

Number of seconded workers
and their general details

Start date, duration and end
date

Place where the person will
work

Type of services
Designated contact person
domiciled in Italy.

Data and information: during the
secondment and for two years afterwards,
the seconding company must keep copies
of the work contract, payment schedules,
daily work schedules, proof of
payment/remuneration, and social security
paperwork.

Breaches of this rule trigger penalties.
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SEl-employment

Self-employed or autonomous workers are individuals who work

without being dependent in any way on their principals.

A self-employment agreement is typically used by members of the
professions but also - for example - by artisans and entrepreneurs.

By law, members of certain professions (e.g. lawyers, architects,
notaries) have to be enrolled in a special register called an albo.This
ensures that they possess the necessary professional skills.

Self-employed workers must apply for a VAT number, which has to
appear on their invoices.

Self-employment relationships are not governed by NCBAs and are
more flexible than certain other employment arrangements. Lower
tax, social security and termination costs are additional advantages

for the principal. However, if it emerges (and is proven) that the
worker is a de facto employee of the principal, the individual's
contract will be converted into a standard open-ended contract.
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[ne new statute for Seli-employed WOrkers

Law no. 81/2017, which entered into force on 14 June 2017, introduces a
new statute for self-employed workers (the "Jobs Act for Self-employed
Workers"). Some of its key provisions are summarized below.

Unfair clauses

(Self—employed workers are entitled to claim damages in the event of )
unfair clauses allowing the employer to:
(i)  withdraw without giving an appropriate notice period
(ii) alter the terms and conditions of the agreement

k(iii) pay them more than 60 days after the invoice date. y

Intellectual property

Self-employed workers are given the same protection provided to
employees under the ltalian Civil Code and the Intellectual Property Code.

H

Unemployment protection

From 1 July 2017, self-employed workers are covered by unemployment
insurance (called 'DIS-COLL").

H
H

Maternity and parental leave

Self-employed workers are given the same maternity and parental leave
as that granted to employees under Legislative Decree no. 151/2001.

H
H

Tax benefits

Some new tax benefits have been introduced for training and
accommodation expenses incurred by self-employed workers.

H
H
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Coordinated and continuous collaboration
cococo)

4 )
A coordinated and continuous collaboration arrangement (called a

co.co.co.) is a special type of relationship in which a self-employed
worker coordinates with a principal to provide services but is not the
principal's employee.

4 N
The self-employed worker has to do the work personally, in
coordination with the business needs of the principal.

A\ V.
This kind of relationship is more flexible than an open-ended
employment contract because it is not governed by any NCBA and
involves lower tax and social security costs.

\ y
However, coordination by the principal must not result in de facto
control over the worker; otherwise the collaboration arrangement may
be lawfully converted into a standard employment relationship, in
accordance with article 2 of Legislative Decree no. 81/2015. )

_r- Under article 2, no conversion is .
. possible if the worker .
g | ] | ] I [ ] [ ] I | ] | ] I [ ] [ ] I | ] | ] J
[ ) a8 )
is enrolled in a IS a mer??r(]er of
professional 4 N Caonr}/] Oan .es
register. provides services to bogrds}l
\ y a registered sports \ ' y
association.
. J
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L00rdinated and continuous calaboration
C0C0co)-Payrolperspective
contributionrates

|

Each year, INPS fixes the contribution rates for co.co.co workers.The rates
vary according to the situation of the worker.

]

@ . . .
Co.co.co workers not registered with a national

insurance scheme — 33.23% (one-third charged to

the co.co.co worker and two-thirds charged to the

kprincipal).

J

@ . . .

Co.co.co workers registered with a national
insurance scheme or already receiving a pension
— 24% (one-third charged to the co.co.co worker

kand two-thirds charged to the principal).

\

J
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SEIVICE A0reements

General: the main labor implication of service agreements is joint
liability for the employee's remuneration and social security

contributions.

Italian law generally
provides for joint
and several liability
between the

principal and the
supplier (and sub-
supplier) for
payment of:

New rules allow
workers to claim the
payment of these
items directly from
the principal, without
having to pursue the
supplier (their
employer) first.

Salaries (including
TFR)

Social security
contributions

Mandatory insurance
premiums

Personal damages
(not covered by
mandatory insurance)

Accrued by the
employees during the

execution of the
service agreement.
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Agency agresment

An agency agreement is a special type of self-employment relationship,
between an agent and a principal. The agent is a natural or legal person,
engaged to win new business by signing commercial agreements with
new customers.

Legal requirements for a valid agency agreement

— Restriction of the agent's activity to a certain geographical area.

— Agent's duty to search continuously for new customers and deals.

— Operational and organizational autonomy of the agent in
searching for new customers and promoting new deals.

- Agent's right to receive a financial reward based on the nature and
size of the deal.

An agency
agreement can be
open-ended or fixed-
term.

A special collective agreement,
called an AEC, governs the
general terms and conditions of

Rather than an
employment
agreement, an
agency agreement
between agent and
principal is a
commercial
agreement.

agency agreements, such as
indemnities, termination, and
non-compete clauses.
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Adency agreement - Payral

ENASARCO: the social security institution for commercial representatives
and sales agents.

Contributions: calculated on all amounts due to the agent.

Registration: by law, the principal must register the agent with ENASARCO.

Individual agents or partnerships: pension fund

— ENASARCO sets minimum contributions as well as various
commission brackets

— Contributions rate for 2017: 15.55%, to be divided equally between
the principal and the agent.

Joint-stock companies (SpAs) or limited liability companies
(Srls): assistance fund

— The rate depends on the amount of annual commission

— The contribution rates for 2017 are shown in the table below.

Annual commission

Principal 3%
Up to €13 miillion Agent 1%
Total contribution 4%

Principal 1.50%

> €13 million - €20 million Agent 0.50%
Total contribution 2%

Principal 0.75%

> €20 million - €26 million Agent 0.25%
Total contribution 1%

Principal 0.30%

> €26 million Agent 0.20%

Total contribution 0.50%
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Agency contract termination - Payral

Agency contract termination is governed by article 1751 of the Italian

Civil Code and the AEC for Agents of theTrade Sector. If an agency
contract is terminated, the agent is entitled to receive:

Retirement fund (FIRR) — contributions paid by the principal to
ENASARCO in relation to commissions paid to agents.

Agents and representatives working for Agents and representatives working for

a single company several companies
4% on commissions of up to €12,400 per 4% on commissions of up to €6,200 per
annum annum
2% on the portion of commissions ranging 2% on the portion of commissions ranging
from €12,400.01 to €18,600 per annum from €6,200.01 to €9,300.00 per annum
1% on the portion of commissions over and 1% on the portion of commissions over and
above €18,600.01 per annum above €9,300.01 per annum

Indemnity for increased goodwill (FISC) — paid by the principal on
certain conditions and calculated on the total amounts due to an agent
under the agency relationship.

Length of service

From the 15t to the 34 year

From the 4t to the 6t year

From the 7t year

Additional goodwill indemnity — merit-based indemnity paid by the
principal in certain circumstances (e.g. if, and to the extent that, the agent or
representative has brought the principal new customers, or has increased the
volume of business with existing customers, and the principal still gains
considerable advantages from the business with these customers).
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lemparary work contract [Starf-easing)

Temporary work contracts (staff-leasing) allow employers to use the
services of workers without establishing direct employment relationships
with them. Different parties are involved in this arrangement.

The worker, hired by
The user of the An agency authorized to the agency but

service. provide temporary working for the user,
workers. under the user's

control.

Two contracts govern this arrangement

A staff-leasing service can be
The first contract is between offered only by specifically
the agency and the user and authorized employment

can be open-ended or fixed- agencies. Otherwise, the

term. Under Italian law,
however, no more than 20% of employees .Of the agency may
lawfully claim to be

a company's total workforce )
can be employed through an er.nploye.:es of the user, which
open-ended staff-leasing will be fined.

contract. The maximum
percentage of workers on
fixed-term contracts is fixed in
the relevant NCBA.

The second contract is between

the agency and the employee.
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Jccasional work

Occasional work means work performed over the calendar year and
generating an annual remuneration of no more than €5,000.

The Italian Government recently approved Law no. 96/2017, which
provides a new framework for occasional work. The new law
affects:

Administrative procedures

Both the employer and the occasional worker must enroll with INPS (Italian Social Security
Institute) through its website, indicating their personal details and the terms and conditions of
employment (remuneration, working hours, place of work, etc.).

The employer must notify INPS one hour before each occasional job starts, and the occasional
worker must also be notified. This notification is also required when jobs are cancelled.

Remuneration

The annual remuneration cap is €5,000; however, occasional workers cannot earn more than
€2,500 per year if they work for just one employer.

Each employer cannot pay more than €5,000 for occasional work.

The basic hourly wage is €9. If an individual works four hours in one day, the remuneration must
be at least €36.

On the 15th of the month following that of the job/s, occasional workers are paid directly by INPS,
which uses the amounts credited to INPS by the employer. The remuneration is tax-free.

Limits

Occasional work cannot be used by employers:

— that have more than five employees on open-ended contracts

— operating in the agricultural sector (except for specific categories of workers, e.g. retirees, students)

— operating in the construction and other similar sectors

— for the execution of service contracts

— for occasional workers that they already employ, or have employed within the last six months, as
employees or as consultants.

Sanctions

— In the event of violation of (i) the administrative procedures on mandatory communications to
INPS and/or (ii) the above limits, the employer will have to pay a fine ranging from €500 to €2,500
for each day of irregular occasional work.

— If the occasional worker exceeds the limits on hours and remuneration (i.e. 280 hours per year,
€2,500), the occasional work arrangement will automatically be reclassified as an open-ended
employment relationship.
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Law N0 49/2017 - Jontliabiity n
SEIVICE agreements

On 23 April 2017, the Italian Government approved Law no. 49/2017 on
joint liability in service agreements for employee remuneration and social
security contributions (article 29 of Legislative Decree no. 276/2003).

There is generally joint and several liability between a principal
and a supplier (and sub-supplier) for the payment of:

salaries (including the end-of-service allowance - TFR)
social security contributions

mandatory insurance premiums

personal damages (not covered by mandatory insurance)

accrued by employees during the execution of a service
agreement.

The new rules allow workers to claim these items directly from the
principal, without having to demonstrate that they have unsuccessfully
claimed them from the supplier (i.e. their direct employer).

However, local bargaining agreements may introduce provisions
excluding this joint liability.
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NCBA T the Trade sector

The NCBA for the Trade Sector applies to employees of companies in
the tertiary sector, i.e. companies which import and export goods

without transforming them, or supply other enterprises with services
that are essentially of a commercial nature.

The NCBA for theTrade Sector was signed on 30 March 2015 and is
binding from 1 April 2015 until 31 July 2018.

NCBA for the Trade Sector

Trade union Employer Date of signing Binding from Expiry date
signatories association

- Filcams-Cgil
= Fisascat-Cisl Confcommercio 30 March 2015 1 April 2015 31 July 2018
- Uiltucs-Uil
This NCBA is applied by companies It is also used for people It is applied by companies
operating in many different business | and/or companies involved which provide services to:
sectors, such as the production, in distribution and trading, — other companies
distribution and trading of: such as: — organizations
-  food (e.g. supermarkets, — import/export companies — people.
wholesalers) — agents
—  flowers and plants — sales representatives
- industrial and consumer - commercial
products (e.g. textiles, steel, intermediaries.
coal, wood, household articles).
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Qverview (1/2)

NCBA for the Trade Sector (1/2)
Main contractual provisions

Standard working hours

The engagement must be proved by a
written contract specifying the worker's:
level, duties, probationary period, hiring date,
remuneration and workplace. It must also
include a reference to the relevant NCBA.

The standard working week is 40 hours. It is
possible to establish a part-time employment
relationship, with a salary proportionate to
the actual hours of work.

Annual leave

Probationary period

— The employee is entitled to 22 days of
annual leave (at least 15 of which must be
taken in the year in which they accrue).

— Middle managers + 15t level 6 months

_ 2nd, 3rd, 4th
and 5t level 60 days
— o6thand 7t level 45 days

Maternity leave

A woman can take maternity leave for:
— two months before the date of birth
— three months after the date of birth
— a further period of six months.

Employees can keep their jobs for 180 days
(extendible by another 120 days).

After this protection period, a sick employee
may be dismissed.

Termination of employment

A notice period must be given, based on length of service

Resignation

Up to 5 years

Middle managers and 1st level
2nd and 3rd level
4th and bth level
6th and 7th level

60 calendar days
30 calendar days
20 calendar days
15 calendar days

Over 5 years and up to 10 years

Middle managers and 1st level
2nd and 3rd level
4th and bth level
6th and 7th level

90 calendar days
45 calendar days
30 calendar days
20 calendar days

Over 10 years

Middle managers and 1st level
2nd and 3rd level
4th and bth level
6th and 7th level

60 calendar days
45 calendar days
20 calendar days

120 calendar days

45 calendar days
20 calendar days
15 calendar days
10 calendar days

60 calendar days
30 calendar days
20 calendar days
15 calendar days

90 calendar days
45 calendar days
30 calendar days
15 calendar days
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Jverview (2/7)

NCBA for theTrade Sector (2/2)
Main financial provisions

Base salary from 1/8/2017 to 28/2/2018
€1,868.86
1 €1,683.47
n_ €1,456.19
I €1,244 64
€1,076.46
€972.54
€873.15
€747.53
I €1,016.13
I €851.51

Extra months of salary

— In June an extra month's salary, called the
"fourteenth salary", is paid.

— In December an extra month's salary,
called the "Christmas bonus" or "thirteenth
salary", is paid.

Base salary

Limit of 250 hours per year.

Overtime percentages:

— 15% (from 41st to 48th hour)

— 20% (over and above the 48th hour)

— 30% (during holidays)

— 50% (between 10 p.m. and 6 a.m., unless
the worker is on regular shifts).

Base salary from 1/3/2018to 31/7/2018
€1,896.64
€1,708.49
€1,477.83
€1,263.14
€1,092.46

€987.00
€886.13
€758.64

€1,031.24
€864.19

End-of-service allowance (TFR)

When the employment relationship ends, the

employee is entitled to:

— the annual sum of all the monthly
salaries paid, including bonuses and any
other recurrent items, divided by 13.5

— an annual salary revaluation calculated as
75% of the variation in the cost of living
index developed by ISTAT (National
Institute of Statistics)

— an annual fixed revaluation of 1.5% on
the TFR accrued in the previous year.

During sick leave, employees must receive:

— first 3 days: their full salary, paid by their
employer

— from the 4th to the 20th day: 25% from
their employer, 50% from INPS

— from the 21st to the 180th day: 33.33%
from their employer, 66.66% from INPS.

Advance payment of TFR

Employees with at least eight years of service

may ask (only once) for a TFR advance in order:

— to pay for medical expenses (for
treatment and special operations)
recognized by the public health authorities

— to purchase a first home for themselves or
their children

This advance cannot exceed 70% of the

employee's accrued TFR.
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