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Patrimonio Rilancio: purchase of bonds issued by Italian corporates

1. Introduction

On 20 November 2020 the draft Italian decree (the "Draft Decree") of the Italian Ministry of 
Economy and Finance ("Ministry of Finance") setting out the regulations for the operation of a new 
Italian Patrimonio Rilancio went to Parliamentary committee stage and the Parliamentary 
Committees gave their opinion on December(1).

The aid scheme outlined in the Draft Decree provides for certain recapitalisation and financial 
support measures to be implemented via committed resources to be administered by the 
segregated fund called “Patrimonio Rilancio” (the "Patrimonio Rilancio") to be established by Cassa
Depositi e Prestiti S.p.A. (an Italian majority-State-owned company) (“CDP”) pursuant to the 
provisions of Law Decree No. 34 of 19 May 2020 (the so-called "Decreto Rilancio", converted into 
Law No. 77 of 17 July 2020). The intention is that the Patrimonio Rilancio will invest on the basis of 
the criteria set out in the Draft Decree.

Under the Draft Decree, the Patrimonio Rilancio can invest in one of two ways:

(i) under the EU’s Temporary Framework for State aid measures to support the economy in the 
current COVID-19 outbreak (the “Temporary Framework"), as to which see Section 2 below; 
or

(ii) on market conditions ("Market Regime"), as to which see Section 3 below.

Under the above regimes, the Patrimonio Rilancio is also permitted to invest in certain types of 
subordinated bond issued by Italian corporates that satisfy a number of criteria. We summarise 
below the principal characteristics of the bonds, and the criteria to be met by issuers.

1 The opinion released on 22 and 28 December 2020 respectively by the Parliamentary Committees of the Chamber of Deputies and of the 

Senate are available here (in Italian only):
https://www.camera.it/leg18/824?tipo=A&anno=2020&mese=12&giorno=22&view=&commissione=0610#data.20201222.com0610.alleg
ati.all00010
http://www.senato.it/japp/bgt/showdoc/frame.jsp?tipodoc=SommComm&leg=18&id=1187646&part=doc_dc
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2. Subordinated bonds issued under the Temporary Framework

2.1 Types of subordinated bond

Under the Temporary Framework, the Patrimonio Rilancio may purchase the following types of 
subordinated bonds:

(i) subordinated mandatory convertible bonds ("Subordinated Mandatory Convertible
Bonds");

(ii) subordinated convertible bonds ("Subordinated Convertible Bonds" and, together with 
Subordinated Mandatory Convertible Bonds, "Subordinated Hybrid Instruments"); 

(iii) subordinated non-convertible bonds ("Subordinated Non-Convertible Bonds").

2.2 Issuance criteria

In addition to the general criteria applicable to the issuer under the Decreto Rilancio, as further 
supplemented and specified by Article 3 of the Draft Ministerial Decree, the Draft Decree sets out 
the following additional requirements for companies intending to issue Bonds to be purchased by 
the Patrimonio Rilancio under the Temporary Framework: 

 for Subordinated Hybrid Instruments: 

(i) without the intervention of the Patrimonio Rilancio, the issuer would have serious 
financial difficulties in continuing to operate as a going concern; 

(ii) without the intervention of the Patrimonio Rilancio, there would be social difficulties 
and material job losses, the exit from the market of an innovative or systemically 
important enterprise, or a risk of disruption of a significant service; 

(iii) the issuer is not able to obtain funding in the market on affordable terms and the 
additional liquidity support measures in Italy to deal with the consequences of the 
pandemic are insufficient to ensure its viability; 

(iv) the issuer was not an “undertaking in difficulty” as at 31 December 2019 (within the 
meaning of Regulation (EU) 651/2014); and

(v) the issuer is not State-owned, as defined in Article 2, paragraph l, letter n), of 
Legislative Decree No. 175 of 19 August 2016, with the exception of companies in 
which the State’s ownership stake is less than 10% of the share capital and with the 
exception of listed companies;

 for Subordinated Non-Convertible Bonds: 

(i) during the period between 1 March 2020 and the date of the issuer’s request, the 
company has experienced a reduction in its revenues not lower than 10%;

(ii) the issuer was not an “undertaking in difficulty” as at 31 December 2019 (within the 
meaning of Regulation (EU) 651/2014);

(iii) the issuer is not State-owned, as defined in Article 2, paragraph l, letter n), of 
Legislative Decree No. 175 of 19 August 2016, with the exception of companies in 
which the State’s ownership stake is less than 10% of the share capital and with the 
exception of listed companies; and

(iv) the proceeds of the bond will be applied to fund investment and/or working capital.

The issuer must self-certify compliance with the eligibility criteria.
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2.3 Principal amount 

The principal amount upon issuance of a Subordinated Hybrid Instrument is subject to the following 
minimum thresholds:

(i) Euro 1 million for Subordinated Convertible Bonds; and
(ii) Euro 25 million for Subordinated Mandatory Convertible Bonds; 

In addition, in order to comply with the requirements of the Temporary Framework:

 a Subordinated Hybrid Instrument: 

(i) may not be in a principal amount such that the debt to equity ratio of the issuer as at 31 
December 2019 is exceeded;

(ii) with respect to listed companies, may not involve the issuance of a number of new shares 
equal to or higher than 20% of the company's listed shares over the period of 12 months 
preceding the date of issuance of the new shares in the context of the subscription of a 
Subordinated Hybrid Instrument;

(iii) with regard to unlisted companies:

 in relation to a Subordinated Convertible Bond, it may not involve the issue of new 
shares in excess of 20% of the company's outstanding shares on the date of issuance 
of the Bond, which may be increased by a further 4.99% if there is a simultaneous co-
investment of the same amount by third party investors, and

 in relation to a Subordinated Mandatory Convertible Bond, it may not result in the 
issue of an amount of new shares higher than 24.99% of the number of outstanding 
shares of the company at the date of issuance of the Bond;

 the principal amount of a Subordinated Non-Convertible Bond must not be higher than: 

(i) two-thirds of the issuer’s annual cost of wages, and

(ii) 8.4% of the issuer's total 2019 turnover.

2.4 Issuer undertakings

In order to prevent distortions of competition, the companies benefiting from the investments of 
the Patrimonio Rilancio will have to comply with a number of undertakings depending on the type 
of Bond.

In particular, with reference to Subordinated Hybrid Instruments, among other things, the issuer 
will undertake:

(i) not to advertise the granting of the measure for commercial benefit;

(ii) not to acquire holdings of more than 10% in competing companies; 

(iii) not to make any non-compulsory dividend payments or shares repurchase other than in 
favour of the Patrimonio Rilancio; 

(iv) not to increase the fixed portion of directors' and executives' remuneration compared to 
2019, and not to pay bonuses or other variable (or similar) components of remuneration,

(v) to keep separate books of accounts to mitigate the risk of receiving multiple subsidies for 
undertakings in difficulty on 31 December 2019;
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(vi) not to relocate its know-how and production activities and not to transfer its registered office 
outside of Italy;

(vii) to comply with the use of proceeds plan submitted to the Patrimonio Rilancio accompanying 
the issuer’s request and report periodically on the use of the proceeds received from the 
Patrimonio Rilancio through the subscription of the Bonds.

The undertakings set out in items (ii) and (iv) above shall apply until 75% of the principal amount of 
the Bond has been repaid.

In addition, under certain conditions( 2), some of the above-mentioned undertakings will not apply, 
in whole or in part, or will apply for a more limited time horizon (typically 3 years after the issue of 
the Bond).

2.5 Principal economic terms

1. The main economic terms applicable to Subordinated Mandatory Convertible Bonds are as 
follows:

(i) the duration of the Bond is set at 4 years for listed companies, and 5 years for unlisted 
companies;

(ii) the reference price of the underlying shares issued for the purpose of the conversion of 
the Bond will be determined:

a. for listed companies, on the basis of the lower of the weighted average of the 
official listing prices in the 15 days preceding the date of the issuer’s request, in 
the 15 days preceding the announcement to the market of the issuer’s request,
if earlier, and in the six months preceding the announcement to the market of 
the issuer’s request, reduced by 5%; and

b. for unlisted companies, on the basis of the market value of the company, as 
resulting from a valuation made by an independent expert appointed by the 
issuer based on a vendor due diligence, reduced by 5%;

(iii) the conversion price will be 100% of the reference price (i.e. without any premium);

(iv) the interest rate on the Bond will be determined on the basis of 1-year EURIBOR plus a
step-up margin (2.5% in the first year, 3.5% in the second and third year and 5% in the 
fourth and fifth year);

(v) the Bond may be redeemed at the option of the issuer, on each interest payment date, 
by payment in cash of an amount ensuring that the Patrimonio Rilancio benefits from 
any increase in the value of the underlying shares;

(vi) the Bond may be redeemed at the option of the Patrimonio Rilancio, upon occurrence
of material events (e.g. extraordinary corporate transactions), either by delivery of the 
underlying shares or by payment in cash of an amount equal to the value of the 
underlying shares at that date;

(vii) at maturity, where:

a. if the value of the underlying shares is higher than or equal to the principal 
amount of the Bond, the issuer may either: (a) pay a cash amount equal to the 
value of the underlying shares, or (b) pay a cash amount equal to the principal 

(2 ) Generally speaking, State ownership of shares in the company and significant private participation in the intervention (in principle 
corresponding to at least 30 % of the intervention). These exceptions are generally reserved for situations involving listed companies.
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value of the Bond and deliver a number of underlying shares equal to the value 
of the difference between the value of all the underlying shares and the principal 
value of the Bond; or

b. if the value of the underlying shares is lower than the principal amount of the 
Bond, the issuer may redeem the Bond either: (a) by delivering the underlying 
shares, or (b) by paying a cash amount equal to the principal value of the Bond.

2. The main economic terms applicable to Subordinated Convertible Bond are as follows:

(i) the term of the Bond is 5 years for listed companies, and 6 years for unlisted companies, 

(ii) the reference price of the underlying shares issued for the purpose of the conversion of 
the Bond will be determined: 

a. for listed companies, on the basis of the lower of the weighted averages of the 
official listing prices in the 15 days preceding the date of the issuer’s request, in 
the 15 days preceding the announcement to the market of the issuer’s request, 
if earlier, in the 6 months preceding the announcement to the market of the 
issuer’s request and in the 5 trading days following the announcement to the 
market of the issuer’s request;

b. for unlisted companies: on the basis of the market value of the company as results
from the valuation of an independent expert appointed by the issuer based on a 
vendor due diligence;

(iii) the conversion price will be, for listed companies, 150% of the reference price of the 
conversion shares and, for unlisted companies, 140% of the reference price of the 
conversion shares;

(iv) the rate of interest on the Bond will be determined on the basis of 1-year EURIBOR plus 
a step-up margin (of, for listed companies, 2.5% in the first year, 3.5% in the second and 
third years and 4.2% in the fourth and fifth years; and, for unlisted companies, 2.5% in 
the first year, 3.15% in the second and third years, 4.2% in the fourth and fifth years and 
5% in the sixth year);

(v) the Bond may be redeemed at the option of the issuer, on each interest payment date, 
by payment in cash of an amount ensuring that the Patrimonio Rilancio benefits from 
any increase in the value of the underlying shares;

(vi) the Bond may be redeemed at the option of the Patrimonio Rilancio, upon occurrence
of material events (e.g. extraordinary corporate transactions), either by delivery of the 
underlying shares or payment in cash of an amount equal to the nominal value of the 
Bond;

(vii) at maturity:

a. if the value of the underlying shares is higher than the nominal value of the Bond, 
the issuer has the option may either: (a) pay in cash an amount equal to the value 
of the underlying shares, or (b) deliver the underlying shares; or

b. if the value of the underlying shares is lower than or equal to the nominal value 
of the Bond, the issuer must pay in cash an amount equal to the principal amount 
of the Bond.

3. The main economic terms applicable to Subordinated Non-Convertible Bonds are the 
following:

(i) the duration of the Bond is fixed at 6 years;
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(ii) the interest rate on the Bond will be determined on the basis of 1-year EURIBOR rate 
plus a step-up margin (2.5% in the first year, 3.0% in the second and third year and 4.0% 
in the fourth, fifth and sixth year).

All the Bonds that may be subscribed by the Patrimonio Rilancio under the Temporary Framework 
will be subordinated to any other unsecured or senior obligations of the issuer.

3 Subordinated bonds issued under the Market Regime

3.1 Types of subordinated bond

Among the investments that may be carried out in the context of the Market Regime, the 
Patrimonio Rilancio may purchase subordinated convertible bonds (the "Market Subordinated 
Convertible Bond") on the terms described below.

3.2 Issuance criteria

In addition to the general criteria applicable to the issuer under the Decreto Rilancio, as further 
supplemented and specified in Article 3 of the Draft Decree, the Draft Decree sets out the following 
additional requirements for companies intending to issue Bonds to be purchased by the Patrimonio 
Rilancio under the Market Regime:

(i) the company must submit two of the last three approved and audited annual accounts in 
profit, the last of which must be dated not more than 18 months before the date of the
issuer’s request;

(ii) on the date of the issuer’s request and on the issue date, the company must not be in a 
situation of difficulty within the meaning of Article 2(18) of Commission Regulation No.
651/2014 of 17 June 2014 (3);

(iii) the company is not a company in which the State owns shares, as defined in Article 2, 
paragraph l, letter n), of Legislative Decree No. 175 of 19 August 2016, with the exception of 
companies in which the State’s ownership is less than 10% of the share capital and with the 
exception of listed companies; and

(iv) on the date of the issuer’s request and on the issue date, the issuer is not registered in the 
Bank of Italy's “Centrale Rischi” as "non-performing" and the ratio of "total cash overdrafts" 
to "total operating cash" shall not be higher than 20%.

The issuer must self-certify compliance with the eligibility criteria.

3.3 Principal Amount

The principal amount of the Market Subordinated Convertible Bond upon issuance shall not be
lower than Euro 1 million. 

In addition the Market Subordinated Convertible Bond shall comply with the following additional 
size constraints:

(i) with respect to listed companies, the issuance may not result in the allocation to the 
Patrimonio Rilancio of a number of underlying shares exceeding the percentage of the voting 
capital entailing the obligation to launch a takeover bid on the company;

(ii) with regard to non-listed companies, the issuance may not result in the allocation to the 
Patrimonio Rilancio of a number of shares that would confer legal control of the company.

3 This access requirement is met by satisfaction of objective and predetermined criteria.
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3.4 Issuer undertakings

The contracts regulating the Market Subordinated Convertible Bond may impose undertakings and 
conditions on the issuer, including: 

(i) limits and commitments relating to the distribution of dividends;

(ii) an undertaking by the majority shareholders of the issuer not to engage in activities in 
competition with those carried out by the company;

(iii) an undertaking not to relocate know-how and production activities abroad and not to 
transfer its registered office abroad;

(iv) limits on the use of the proceeds deriving from the issue of the Bond;

(v) limits on the remuneration of directors and senior managers.

3.5 Principal economic terms

A Market Subordinated Convertible Bond may only be subscribed by the Patrimonio Rilancio if the 
issuer has a rating assigned by an external credit rating agency on or before 31 December 2019.

In addition, the following conditions apply:

(i) The Bond must have a maximum duration of 7 years for companies listed on a regulated 
market and 5 years for unlisted companies;

(ii) the reference price of the underlying shares issued for the purpose of the conversion of the 
Bond will be determined:

a. for listed companies, on the basis of the lower of the weighted averages of the official 
listing prices in the 15 days preceding the date of the issuer’s request, in the 15 days 
preceding the announcement to the market of the issuer’s request, if earlier, in the 6 
months preceding the announcement to the market of the issuer’s request; and

b. for unlisted companies, on the basis of the market value of the company, as resulting 
from an evaluation carried out by an independent expert appointed by the issuer 
based on a vendor due diligence;

(iii) the nominal value of the Bond shall be determined: 

a. for listed companies, by multiplying a value not exceeding 140% of the subscription 
price by the number of the underlying shares issued for the purpose of the conversion 
of the Bond under the terms and conditions of the Bond;

b. for unlisted companies, by multiplying a value not exceeding 130% of the subscription 
price by the number of the underlying shares;

(iv) the Bond will accrue interest payable annually at a rate determined:

a. in respect of listed companies, on the basis of the interest rates applied on the market 
at the date of the issuer’s request in respect of similar instruments; and

b. in respect of unlisted companies, on the basis of the rating given to the company by 
an external credit rating agency, provided that the interest rate shall never be lower 
than zero;

(v) if, at the maturity date of the Bond, the value of the shares to be allotted in conversion is 
higher than or equal to the nominal value of the Bond, the issuer will be required to redeem 
the Bond:
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a. for listed companies, either by payment in cash of an amount equal to the value of 
the underlying shares, or by delivering such underlying shares; or

b. for unlisted companies, at a value of the underlying shares calculated in the same 
manner as indicated in (ii) above, provided that the valuation by the independent 
expert shall not be made more than 90 days before the maturity date.

For further information, please reach out to your usual contacts at Chiomenti.




