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Abstract

This study highlights recent institutional challenges faced by Private
equity (PE) investors in Italy. These challenges increased the debate on
the admissibility of LBOs, especially with reference to the actual nature
of the debt underlying LBOs and the deductibility of the related interest
payments. Despite the enactment of the 2004 corporate governance
reform, which legalized LBOs under specific conditions, and the
introduction of the European AIFM Directive (2011/61/EU), the doubts
on the admissibility of LBOs have not been fully resolved. Up until
recently, the Italian Tax Authority continued to challenge LBOs by
interpreting them as tools fraudulently adopted by PE investors to
elude the law and evade taxes. As a result, PE investors had to face a
number of fiscal challenges and sanctions, which added more
uncertainty to the legal admissibility of LBOs in Italy. Recently, new
fiscal guidelines and jurisprudence finally changed this perspective,
confirming the legitimacy of LBOs.
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1. INTRODUCTION

When considering the possibility of implementing a
merger and acquisition (M&A) and a leveraged
buyout (LBO), for private equity (PE) investors it is
essential to carefully understand the details of each
country’s legal and fiscal environment. This need is
especially relevant within the European Union, where
countries, such as Italy, have implemented a number
of legal reforms that can significantly affect the PE
industry (Cao, Cumming, Goh, & Wang, 2019; Gibson
& Witney, 2018; Amess, 2018; Fox, 2017; Femino,
2014; Cumming & Zambelli, 2010; 2013; 2017).

The purpose of this study is to shed some light
on the recent institutional challenges faced by PE
investors in Italy, especially with reference to the
fiscal treatment of LBO transactions. An LBO is a
financial technique employed to accomplish the
acquisition of a company (target) by another
company (newco), with the prevailing adoption of
debt capital relative to the asset value of the target
company (Stanfield, 2020; Bacon, Hoque, & Wright,
2019; Wright, Amess, Bacon, & Siegel, 2018a, 2018b;
Hammer, Hinrichs, & Schwetzler, 2018; Capizzi,
2017; Renneboog & Vansteenkiste, 2017; Reddy et
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al., 2016; Cao, Cumming, Qian, & Wang, 2014;
Axelson, Jenkinson, Stromberg, & Weisbach, 2013).!

One of the most critical aspects related to LBOs
is that the debt financing is acquired by the newco
under the expectation that it will be repaid by the
target company, through the future cash flows
generated by the renewed target firm or through the
sale of its non-strategic assets. Furthermore, the
typical structure of an LBO deal involves the merger
between the newco and the target, after which the
target’'s assets serve as a guarantee for the debt
originally acquired by the newco to accomplish the
buyout (Amess, 2018; Zambelli, 2008; 2010; Femino,
2014; Bacon et al., 2019; Reddy et al., 2016).

Over the last decade, LBOs have been severely
criticized, especially after the 2008 crisis. In the
aftermath of the global financial crisis, media,

For more details on the financial structure of LBOs see Engel and Stiebale
(2018); Scholes (2018). See also Harris, Siegel, and Wright (2005); Wright
and Robbie (1991, 1999); Capizzi, Giovannini, and Pesic (2009). Another
type of buyout is represented by the Reversed Leveraged Buyout (RLBO),
which involves two sequential steps: 1) a public company is first delisted and
turned into a private firm through an LBO; 2) once the underlying
restructuring process is completed and the LBO debt is repaid, the company is
listed again, becoming a public firm again. For more details on this type of
transaction, see Datta, Gruskin, and Iskandar-Datta (2013).
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regulators, and policymakers around the world
increased their criticism against leveraged buyouts
for their potential detrimental effects on target
companies and their stakeholders. These types of
the transaction have been widely accused of
involving a lack of full disclosure and a dangerous
increase of the debt-equity ratio of target
companies, which in turn could increase their
default rate (Zambelli, 2008; 2010; Giannino, 2006).
Private equity investors who finance LBOs have even
been accused of being “locusts” or “asset strippers”,
under the view that the debt underlying an LBO
deprives the target company of crucial cash flows
and strategic assets (The Economist, 2016; Cumming
& Zambelli, 2010; 2013; Bacon et al., 2019; Amess,
2018).> While it is widely recognized that PE funds
did not cause the global financial crisis (Allen &
Carletti, 2010; Ferran, 2011), PE investors have
increasingly been accused of providing insufficient
disclosure by enjoying a lack of regulation. At the EU
level, new regulatory proposals and reforms of
private equity funds were introduced after the
financial crisis (see the Directive 2011/61/EU on
Alternative Investment Fund Managers Directive,
also known as the AIFMD Regulation), in order to
increase the disclosure requirements for buyout
deals and guarantee more legal protection to target
firms and their stakeholders (Cumming & Wood,
2018; Annunziata, 2019; Gibson & Witney, 2018;
Claessens & Kodres, 2014; Thomsen, 2009; Ferran,
2011).}

In Italy, the debate against LBOs started even
earlier. During the 90s, legal scholars and judges
severely challenged the legitimacy of LBOs and
accused these types of transactions of producing an
illegal weakening of the target companies by eluding
Italian law, especially with reference to the
provisions regulating the acquisition by a company
of its own shares (Articles 2357 and 2358 of the
Italian Civil Code).* As a consequence, LBOs
experienced a period of uncertain legality (also
called “the dark period” by Cumming and Zambelli,
2010, 2013), which became even darker in 2000,
when the Italian Supreme Court intervened and
proclaimed LBOs illegal in Italy (Supreme Court
Decision 5503/2000). According to this Supreme
Court’s Decision, LBOs were no longer admissible in
Italy because they were interpreted as a fraudulent
way to elude Italian law, especially with reference to
the financial assistance ban set by Article 2358 of
the Civil Code (Zambelli, 2008). The Supreme Court’s
Decision added new uncertainty and doubts about
the legitimacy of LBOs and was strongly criticized by
PE investors (Zambelli, 2010). In 2003, after a long

2For a general overview of LBOs and the risks involved, see Bacon et al.
(2019); Fox (2017); Malenko and Malenko (2015); Axelson et al. (2013);
Davis, Haltiwanger, Handley, Jarmin, Lerner, and Miranda (2014); Femino
(2014); Jensen (2010); Kaplan (1988; 1989; 1991); Kaplan and Stromberg
(2009); Krieger (1994); Smith (1990); Wight and Robbie (1991; 1999);
Diamond (1985); Gitman (1997); Ferrario (1991).

3The 2011/61/EU AIFMD Regulation was enacted in Europe as a
consequence of the 2008 financial crisis in order to increase transparency and
disclosure requirements imposed on alternative investments funds (AIFs),
such as hedge funds and PE funds. After a transition relief period, the AIFMD
Regulation became fully effective in Europe as of 2014. The Directive is
applicable to hedge funds and PE fund managers who invest in the European
Union or manage funds in Europe. For an overview of PE regulation in
Europe see Payne (2011). The original purpose of this regulation was to
create a harmonized regulatory and supervisory framework for private equity
funds and other alternative investments funds. The AIFMD Regulation is
scheduled to be reviewed in 2020 (for more details on this regulation see
Ferran, 2011; Claessens & Kodres, 2014). For a recent overview on studies
analyzing PE regulation see Cumming and Wood (2018); Cao et al. (2019).
“For more details on this matter see Zambelli (2008, 2010).
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period of uncertainty with regards to the legality of
LBOs, the Italian Government introduced new
corporate governance (CG) reform (Legislative
Decree 17/01/2003, No. 6) in order to clarify the
legal status of LBOs and render these types of
transaction legal in Italy.’ This new CG reform
became effective on January 1, 2004.

Despite the enactment of the 2004 reform
(which created a safer harbor for LBOs in Italy) and
the introduction of the European AIFM Directive, the
doubts on the admissibility of LBOs in Italy were not
over. Paradoxically, PE investors had to face further
fiscal challenges, which added more uncertainty to
the legal admissibility of LBOs in Italy, especially
with reference to the fiscal treatments of interest
payments underlying LBO deals, as will be discussed
more deeply in this study.

The remainder of this study is structured as
follows. The next section highlights the 2004 reform
introduced in Italy, which clarified the legal status of
LBOs from a governance perspective. Sections 3-4
focus on the subsequent fiscal challenges faced by
PE investors and Section 5 provides concluding
remarks.

2. THE ‘MADE IN ITALY’ REGULATION OF LBOS

With the corporate governance reform introduced by
the Legislative Decree 6/2003, Italy became the first
country in Europe to regulate leveraged buyouts,
well before the global financial crisis and the
subsequent European AIFMD regulation (Alternative
Investment Fund Managers Directive, 2011/61/EU).

The Italian corporate governance reform
became effective as of January 2004 (hereafter
known as the “2004 reform”) and positively affected
the PE industry and the governance of target firms
(Cumming & Zambelli, 2010), as well as the
performance of PE funds (Cumming & Zambelli,
2013), and the accuracy of their due diligence
(Cumming & Zambelli, 2017).°

Among other things, the 2004 reform added a
new provision to the Italian Civil Code (Article 2501-
bis) in order to outline a number of specific
conditions and disclosure requirements to be
satisfied for the legality of LBO deals (contingent
legalization). This new reform created a safer harbor
for LBOs in Italy and reversed the burden of proof: if
all the conditions set by the law are fulfilled, LBOs
are presumed legal, unless proven otherwise
(Zambelli, 2010). This regulation was introduced
with the purpose of preventing opportunistic
behavior by investors against the interests of the
target companies and their stakeholders (Silvestri,
2005; Giannino, 2006).

As anticipated in the Introduction of this study,
the 2004 reform has brought to an end a strong
debate on the legitimacy of LBOs, which started in
Italy in the 90s and intensified in 2000, when the
Italian Supreme Court declared LBOs illegal and
prohibited their implementation in Italy (Supreme
Court Decision 5503/2000; Zambelli, 2008). By
looking at the market evolution of the PE industry in
Italy, it is puzzling to observe that, over the period

5This Decree followed the Bill of Law 366, issued by the Italian Parliament
in 2001.

SFor a recent overview of the economic impact of the Italian corporate
governance reform, see Cumming and Zambelli (2018). See also Cao et al.
(2019); Block, Fisch, Vismara, and Andres (2019).
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of the illegality and uncertain legitimacy of LBOs
(the “dark period”), LBOs were still carried out
despite their prohibition (Cumming & Zambelli,
2010). Furthermore, LBOs were implemented in a
less efficient way: 1) with a pyramidal structure,
involving more than one newco, one of which was
typically established abroad (Zambelli, 2008; 2010);
and 2) with a lower managerial involvement of PE
funds, to the detriment of the target firms’ interests
and performance (Cumming & Zambelli, 2010; 2013).
Paradoxically, the results of such a prohibitive ruling
produced negative effects on target companies,
exactly the opposite of what was expected.

Over the period of legality, instead, LBO
transactions were structured with a stronger
involvement of PE funds in the management of the
target companies (especially in terms of invested
capital, ownership, and board control), and these
types of transactions showed higher performance,
both for target firms and PE funds (Cumming &
Zambelli, 2010; 2013). Cumming and Zambelli (2017)
also showed that the new LBO reform had a positive
impact on the entire due diligence process
implemented by PE funds. The 2004 reform also
diminished the incentive of adopting complex
pyramidal structures to accomplish LBOs.

In conclusion, the prohibition of LBOs was not
an efficient tool to better protect the interests of the
target companies and their stakeholders. The 2004
reform, which legalized LBOs wunder certain
conditions, represented a more effective instrument
to prevent opportunistic behavior and protect target
companies. This reform represented an important
turning point for the Italian buyout market and
produced a positive impact for the buyout industry,
not only in terms of frequency of LBO deals but also
in terms of deal structure and governance of the
target firms involved (Cumming & Zambelli, 2018).

3. THE SUBSEQUENT TAX DEBATE AND DRACONIAN
FISCAL INTERPRETATIONS OF LBOS

Despite the 2004 reform, which legalized LBOs in
Italy, an intensive fiscal debate followed. The Italian
Tax Authority continued to challenge these types of
deals by interpreting them as tools fraudulently
adopted by newco firms and private equity investors
solely to elude the fiscal law and evade taxes (Italian
Tax Authority, 2009; Clifford Chance, 2010; 2016;
Morri & Guarino, 2016; Cumming & Zambelli, 2018).
This criticism was especially raised against
cross-border LBOs, especially if characterized by
pyramidal (or multi-layered) deal structures with
multiple newco companies: one newco established
abroad (newco 1) and the other one (newco 2)
established in Italy with the purpose of acquiring the
Italian target (Zambelli, 2010). A crucial decision of
the Supreme Court (Fiscal Section, November 25,
2011, No. 24930) and various Tax Authority
interpretations (Circular 19E/2009) have reopened
the debate on the admissibility of LBOs in Italy. At
the core of the dispute has been the interpretation
of the actual nature of the debt underlying the LBO
transaction, and the deductibility of related interest
expenses. Another highly contested issue has been
the interpretation of the effects and nature of the
merger between the newco and the target, which
represents a typical step to complete an LBO deal, at
least in Italy (Zambelli, 2008; 2010).

IR,

With reference to the first issue highlighted
above (deductibility of interest payments), Italian tax
law distinguishes two cases, according to the legal
structure of the firm: a) individual enterprises (for
which Article 63 TUIR applies); b) corporations (for
which Articles 96 and 109 TUIR apply).

For individual entrepreneurs, Italian law
specifies that interest expenses are deductible only
if they are strictly connected to the revenues
generated by the business activity of the firm
(“pertinence rule”, set by Article 63 of the TUIR). A
strict connection, or direct pertinence, between costs
and business activity, must always exist in order to
ensure cost deductibility from the taxable income.

For corporations, Italian tax law outlines two
different and general provisions (Articles 96 and 109
TUIR), which may be subject to divergent
interpretations.

e Article 96 refers to interest costs and
specifies that these types of expenses are deductible
only up to 30% of EBITDA. This provision does not
mention the need for the corporation to fulfill any
pertinence rule.

e Article 109 TUIR further specifies that costs
“other than interest expenses” are deductible only if
they are strictly related to the business activity
(“pertinence rule”). Therefore, it appears that the
burden of proving the pertinence principle applies
only to costs “other than interest expenses”
(Grimaldi, 2014).

By combining the provisions of Articles 96 and
109, a legal uncertainty emerges and the following
questions arise:

e Why does Article 96 not mention the need
for corporations to fulfill the pertinence rule in
order to guarantee the deductibility of interest
payments? Is it because the pertinence rule is
irrelevant for ensuring the deductibility of interest
payments? Or, instead, is it a mere legal oversight?

e Why does Article 109 literally exclude
interest expenses from the pertinence rule?

From a fiscal perspective, two opposing
interpretations of the above articles have emerged.

One interpretation is literal and emphasizes
that for interest expenses only Article 96 matters.
Therefore, to guarantee interest deductibility it is
not necessary to prove a strict connection, or
pertinence, between the interest payments and the
business activity.

However, another less literal interpretation may
be possible. As argued by a few scholars (Scotto di
Santolo, 2010) and judges (Supreme Court, Fiscal
Section, No. 24930, November 25, 2011), the
pertinence rule is a general fiscal principle and, as
such, it does not need to be explicitly mentioned by
law. Therefore, the need for proving the pertinence
rule should always be assumed. By following this
line of thought, the pertinence rule must always be
fulfilled, both for entrepreneurs and corporations.
This interpretation was adopted by the Italian Tax
Authority (“Agenzia delle Entrate”) until February
2016 (Italian Tax Authority, 2009). According to this
interpretation, the deductibility of interest payments
related to LBO transactions was determined, first, by
considering the pertinence principle and, second, by
applying the 30% of EBITDA, in line with the interest
cap set by Article 96 TUIR (Morri & Guarino, 2016).

The aforementioned legislative gap and legal
uncertainty in the tax law reopened the debate on
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LBOs and their admissibility in Italy. In some cases,
the Italian Tax Authority challenged LBOs by
contesting the lack of pertinence between the debt
acquired by the newco and the business activity of
the target firm. As such, the Tax Authority contested
the deductibility of the underlying interest expenses.

This fiscal interpretation of LBOs was strongly
criticized by private equity funds. From a financial
point of view, it is difficult to justify this
interpretation of the fiscal treatment of LBOs. Even
accepting the legal need to prove a connection
between interest expenses and the business activity
of a firm, it sounds bizarre to argue that there is a
lack of pertinence between the loan underlying LBOs
and the business activity of the target company,
especially after the merger between the newco and
the target has occurred.

The legal uncertainty surrounding the tax
treatment of LBOs most likely diminished the
incentive to invest in Italy (Invest Europe, 2017;
Ernst & Young, 2016a). As emphasized by Clifford
Chance (2010), policymakers should carefully
consider a delicate trade-off: countries that apply
the most stringent and draconian rules on debt
treatment and interest deductibility are most likely
to attract fewer investments from abroad and face a
high probability of forcing domestic firms to
emigrate toward other countries (such as Ireland)
that guarantee a more favorable tax treatment of
inward investments.

3.1. Further fiscal challenge and contradicting
interpretations of LBOs

In other cases, the Italian Tax Authority did not
challenge the deductibility of the interest expenses
for a lack of pertinence, but contested the effects of
the merger between the newco and the target,
considering this type of merger as a way to generate
tax-evading results. Despite the fact that the 2004
reform legalized LBOs that are accomplished with a
merger between a newco and a target, the Tax
Authority continued to view the merger with great
skepticism, as a tool adopted by investors with the
sole purpose of eluding the fiscal law and evading
taxes (Ernst & Young, 2016a; 2016b). In fact,
according to the traditional interpretation of the Tax
Authority, the sole purpose of the merger is to
transfer or push down, the debt originally acquired
by the newco onto the target’s liabilities (“debt push
down”) and, as a result, the merger helps the newly
combined entity to reduce the taxable income and
evade taxes (Cumming & Zambelli, 2018).

In the case of cross-border LBO acquisitions,
with multi-layered structures characterized by two
newco companies (newco 1, established abroad, and
newco 2, established in Italy), the Tax Authority
strongly challenged LBOs. In these cases, once the
merger between the Italian newco and the target was
completed, the Tax Authority would apply the
“transfer price rule” (outlined by Article 110 TUIR)
by allocating a higher taxable revenue to the newly
merged Italian company, on the basis of the amount
of debt pushed down to the target (Grimaldi, 2014).
In this way, the Italian Tax Authority applied a tax
on a debt and interpreted the loan underlying an
LBO transaction as a sort of revenue received by the
newco in exchange for the service of financial
assistance granted by the target company for the
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acquisition of its own shares, to the exclusive benefit
of the newco (Grimaldi, 2014; Cumming & Zambelli,
2018).”

4. THE RECENT CHANGE OF PERSPECTIVE

The fiscal interpretations of LBOs highlighted in the
previous sections were inconsistent with the OCSE
Guidelines and have been highly criticized by PE
investors, who had to face higher taxes and fiscal
sanctions, even if they applied all the rules and legal
conditions introduced by the 2004 reform (Article
2501-bis of the Civil Code). A strong debate on the
admissibility of LBOs reemerged in the Italian PE
industry.

The subsequent public pressure raised by the
PE community reopened the discussion on LBOs and
probably forced the Italian Tax Authority to
reconsider its interpretation of the tax treatment
reserved for these types of deals (Saltarelli, Bosco, &
Schiavello, 2016).

This change of perspective was motivated by
the public pressure and criticism raised by the PE
community, which strongly highlighted the
inconsistencies between the fiscal interpretation of
LBOs provided by the Italian Tax Authority, and the
legal interpretation of LBO provided by the 2004
corporate governance law reform, as discussed in
the previous sections. In order to reduce these
inconsistencies, in March 2016, the Italian Tax
Authority published new guidelines on LBOs and
provided new clarifications about the essence of
merger LBOs (Circular 6/E, March 30, 2016®). In these
guidelines, the Tax Authority confirmed the
legitimacy of LBOs, as well as the deductibility of the
related interest expenses. According to this new
fiscal treatment of LBOs, the deductibility of the
related interest is guaranteed as long as LBOs are
carried out by following all the requirements set by
the 2004 reform.’ Furthermore, the Tax Authority
accepted that the Italian newco may deduct interest
expenses only within the limits provided by Article
96 TUIR. The Tax Authority has clarified that
interest payments underlying LBOs should now
always be considered pertinent and are deductible
within the limit of 30% of EBITDA, in line with
Article 96 TUIR (Morri & Guarino, 2016; Clifford
Chance, 2016). This new fiscal clarification put an
end to the past debate on the pertinence issue.”

Contrary to what occurred in the past, the most
recent case law has reinforced this new change of
perspective, by confirming the non-elusive nature of
LBOs (see the Supreme Court Decision 868, issued
on 16/01/2019; Supreme Court  Decision
19430/2018). Eventually, the Tax Authority has now
the burden of proving the existence of an elusive
and fraudulent purpose underlying an LBO deal."

"See also Clifford Chance (2010); Committeri (2014); Spataro (2012).

®The Circular issued by the Italian Tax Authority (2016) is available at:
https://dato-images.imgix.net/45/1461337783-
Circolaren.6_Edel30marzo2016.pdf?ixlib=rb-1.1.0. For further details, see
Clifford Chance (2016); Morri and Guarino (2016); Deloitte (2016); Ernst &
Young (2016b); Assonime (2016); D’ Agostino (2016).

°See Morri and Guarino (2016); Ernst & Young (2016b); Saltarelli et al.
$2016); Clifford Chance (2016); Deloitte (2016).

OFor multinational groups, the OECD “arm’s length” principle should also be
aPpIied (see Clifford Chance, 2016, for more details).

Hprevious jurisprudence, instead, provided an opposite interpretation of the
deductibility of the interest payments underlying LBOs by requiring the
application of the pertinence rule (see Supreme Court 7292/2006; Supreme
Court 24930/2011; Supreme Court 4115/2014). For more details on the recent
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Despite the above recent clarifications provided
by the Italian Tax Authority, the fiscal debate on
LBOs is not completely over, and a number of
further doubts and questions arise, especially with
reference to the tax treatment reserved for foreign
shareholder loans. Paradoxically, these types of
loans have been interpreted as equity contribution
by the Italian Tax Authority. Such an interpretation
implies disallowance of the related interest costs
and denial of the tax deduction (Clifford Chance,
2010; 2016).> From a financial point of view, this is
another draconian interpretation that does not seem
justified by convincing and objective reasons or
rational criteria. Furthermore, it is inconsistent with
International Accounting Standard No. 32, which
sets objective criteria to distinguish equity and debt
instruments (Morri & Guarino, 2016)."

Another closely unresolved issue is associated
with the different tax treatment reserved for
domestic shareholder loans, which are not
interpreted as equity contributions. What is the
reason justifying this arbitrary disparity of
treatment  between  domestic and  foreign
shareholder loans? No objective arguments were
provided by the Italian Tax Authority. For foreign
shareholder loans, the Tax Authority seems to apply
the “substance over form” principle (originally set by
OECD Transfer Pricing Guidelines), according to
which the tax authority has the power of not
recognizing some particular loans as debt
instruments (“non-recognition power”). For fiscal
purposes, the tax Authority may interpret a loan as
equity when the underlying investment has, de facto,
an equity nature or an equity function (“lack of
substance” principle). As emphasized by Morri and
Guarino (2016), this interpretation is not in line with
the new updated OECD Guidelines, which strictly
limit the “non-recognition power” granted to Tax
Authorities. According to the new Guidelines, this
power is now narrowed to cases involving
transactions with no “commercial rationality” (“lack
of commercial rationality” principle). Even accepting
the applicability of the “substance over form”
principle, the disparity of treatment reserved for
foreign shareholder loans remains unjustifiable, and
there should be no space for subjective
discrimination based on the foreign or domestic
nature of an investment. Both types of loans should
be treated equally by the Tax Authority (Morri &
Guarino, 2016)."* We shall wait for more
jurisprudence on this matter.

jurisprudence and its change of perspective about the deductibility of the
interest payments underlying LBOs, see Brunello and Ronca (2019).

125e¢ Italian Tax Authority (2016), paragraph 3.3.

According to IAS 32, equity instruments have the purpose of absorbing
losses (buffer role) and identify contracts that provide the holders with a
residual claim on the assets of a company, which in turn has no contractual
obligation to pay a reward to equity holders. Equity holders may receive
Payment only after all the debt holders are fully satisfied.

4See paragraph 1.65 OECD Transfer Pricing Guidelines. For more details,
see also Clifford Chance (2016); Morri and Guarino (2016).
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5. CONCLUSION

This study highlights the critical issues raised
against LBOs in Italy, from governance and fiscal
perspective, as well as the subsequent legal and
fiscal interpretations provided within the TItalian
institutional environment.

After a long debate surrounding the
admissibility of LBOs in Italy, both from a civil and
fiscal point of view, the recent Tax Circular
6/E/2016 issued by the Italian Tax Authority and the
most recent case law (e.g., Supreme Court Decision
868/2019; Supreme Court Decision 19430/2018)
represent an important change of perspective for the
tax treatment of LBOs, in line with the 2004 reform
that legalized these types of transactions. The Tax
Authority has clarified that interest payments
underlying LBO transactions should now always be
considered pertinent and are deductible within the
limit of 30% of EBITDA, in line with Article 96 TUIR.

Despite this important change of perspective, a
number of doubts and fiscal problems still remain
unresolved. The details of the LBO structure will
continue to be carefully evaluated by the Tax
Authority and the deductibility of shareholder loans
may remain challenged. We shall wait for more
jurisprudence on this matter.

By highlighting the most recent financial, legal,
and fiscal challenges faced by LBOs in Italy, this
study aims at contributing to advancing the law and
finance literature on the crucial role played by the
institutional environment on PE investor behavior.

The main limitation underlying this study, and
any study on LBOs in Italy, is represented by the lack
of detailed and publicly available data on the
structure of LBO deals and the governance of the
target firms involved in LBO acquisitions.

This lack of detailed data on LBOs strongly
limits the empirical investigations regarding the
impact of new regulations on investor behavior. The
empirical analyses by Cumming and Zambelli (2010;
2013; 2017) represent the first step in this direction,
by demonstrating the significant impact the
legalization of LBOs (which occurred in Italy in 2004)
had on the governance of target firms, the
performance of PE investors, and their due diligence
process. However, future research is needed in order
to fill this gap. Further empirical research could
focus, for example, on the impact of the new fiscal
guidelines, recently issued by the Italian Tax
Authority, in order to provide policymakers around
the world with new insights on how to better
motivate LBOs while protecting the interests of the
acquired target companies.

&



Corporate Ownership & Control / Volume 17, Issue 1, Autumn 2019 (Special Issue)

REFERENCES

1.

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

28.

Amess, K. (2018). Leveraged buyouts. Their impact on jobs and wages. In M. Wright, K. Amess, N. Bacon, & D.
Siegel (Eds). The Routledge companion to management buyouts (pp. 492-507). London, UK: Routledge.
https://doi.org/10.4324/9781315230597-26

Annunziata, F. (2019). Cross-border mergers between investment funds in Europe: A complicated enigma
(Bocconi Legal Studies Research Paper No. 3470794). https://doi.org/10.2139/ssrn.3470794

Allen, F., & Carletti, E. (2010). An overview of the crisis: Causes, consequences, and solutions. International
Review of Finance, 10(1), 1-26. https://doi.org/10.1111/j.1468-2443.2009.01103.x

Assonime. (2016). La disciplina fiscale delle operazioni di (merger) leveraged buy out. Retrieved from
http://www.dirittobancario.it/sites/default/files/allegati/assonime_-_note_e_studi_6-2016_-_la_disciplina
_fiscale_delle_operazioni_di_merger_leveraged_buy_out.pdf

Axelson, U., Jenkinson, T., Stromberg, P., & Weisbach, M. S. (2013). Borrow cheap, buy high? The determinants
of leverage and pricing in buyouts. Journal of Finance, 68(6), 2223-2267. https://doi.org/10.1111/jofi.12082
Bacon, N., Hoque, K., & Wright, M. (2019). Is job insecurity higher in leveraged buyouts? British Journal of
Industrial Relations, 57(3), 479-512. https://doi.org/10.1111/bjir.12447

Block, J., Fisch, C., Vismara, S., & Andres, R. (2019). Private equity investment criteria: An experimental conjoint
analysis of venture capital, business angels, and family offices. Journal of Corporate Finance, 58, 329-352.
https://doi.org/10.1016/j.jcorpfin.2019.05.009

Brunello, S., & Ronca, P. (2019). Operazioni di (merger) leveraged buy-out e deducibilita degli interessi passivi:
Interessanti sviluppi a seguito dell’ Ordinanza della Corte di Cassazione del luglio 2018. Retrieved from
http://www.belex.com/wp-content/uploads/2019/01/FT-
Private_Equity__deducibilit%C3%A0_itneressi_passivi_nov._18_ITA-FINAL.pdf

Cao, J. X., Cumming, D., Qian, M., & Wang, X. (2014). Cross-border LBOs. Journal of Banking and Finance, 50,
69-80. https://doi.org/10.1016/j.jbankfin.2014.08.027

Cao, X., Cumming, D., Goh, J., & Wang, X. (2019). The impact of investor protection law on global takeovers: LBO
vs. non-LBO transactions. Journal of International Financial Markets, Institutions and Money, 59, 1-18.
https://doi.org/10.1016/j.intfin.2018.11.012

Capizzi, V. (2017). Leveraged acquisitions: Technical and financial issues. In S. Caselli, & S. Gatti (Eds.),
Structured Finance (pp. 95-125). Berlin, Germany: Springer. https://doi.org/10.1007/978-3-319-54124-2_5
Capizzi, V., Giovannini, R., & Pesic, V. (2009). Secondary buyouts, private equity and firms’ corporate
governance. Corporate Ownership & Control, 6(4-2), 252-271. https://doi.org/10.22495/cocv6i4c2pl

Claessens, S., & Kodres, L. (2014). The regulatory responses to the global financial crisis: Some uncomfortable
questions (IMF Working Paper 14/46). https://doi.org/10.5089/9781484335970.001

Clifford Chance. (2010). Tax and global M&A: The changing landscape for deductibility of finance costs on
acquisition debt. Retrieved from https://www.cliffordchance.com/content/dam/cliffordchance/Feature_topics/
PDFs/tax_and_global_M_and_A.pdf

Clifford Chance. (2016). Italy - Tax authorities finally publish guidelines on LBO transactions. Glass half full.
Retrieved from  https://www.cliffordchance.com/content/dam/cliffordchance/briefings/2016/04/italy-tax-
authorities-finally-publish-guidelines-on-lbo-transactions-glass-half-full.pdf

Committeri, G. M. (2014). Il travagliato rapporto tra leveraged buy out e interessi passivi. Retrieved from
http://www.acptax.it/wp-content/uploads/2015/03/27-Il-travagliato-rapporto-tra-leveraged-buy-out-e-interessi-
passivi.pdf

Cumming, D., & Wood, G. (2018). Hedge funds and private equity funds. Features, diversity, and regulation. In
M. Wright, K. Amess, N. Bacon, & D. Siegel (Eds.), The Routledge companion to management buyouts
(pp. 348-371). London, UK: Routledge. https://doi.org/10.4324/9781315230597

Cumming, D., & Zambelli, S. (2010). Illegal buyouts. Journal of Banking and Finance, 34(2), 441-456.
https://doi.org/10.1016/j.jbankfin.2009.08.008

Cumming, D., & Zambelli, S. (2013). Private equity performance under extreme regulation. Journal of Banking
and Finance, 37(5), 1508-1523. https://doi.org/10.1016/j.jbankfin.2012.04.002

Cumming, D., & Zambelli, S. (2017). Due diligence and investee performance. European Financial Management,
23(2), 211-253. https://doi.org/10.1111/eufm.12100

Cumming, D., & Zambelli, S. (2018). Interpreting the M&A black box by thinking outside the box. In M. Wright, K.
Amess, N. Bacon, & D. Siegel (Eds.), The Routledge companion to management buyouts (pp. 51-73). London, UK:
Routledge. https://doi.org/10.4324/9781315230597-4

D’Agostino, A. (2016). Piena deducibilita degli interessi passivi derivanti da operazioni di Leverage Buy Out
(LBO): Via libera dell’Agenzia delle Entrate! Retrieved from http://www.diritto24.ilsole24ore.com/
art/dirittoCivile/2016-12-05/piena-deducibilita-interessi-passivi-derivanti-operazioni-leverage-buy-out-lbo-via-
libera-agenzia-entrate-111304.php

Datta, S., Gruskin, M., & Iskandar-Datta, M. (2013). Lifting the veil on reverse leveraged buyouts: What happens
during the private period? Financial Management, 42(4), 815-842. https://doi.org/10.1111/fima.12023

Davis, S. J., Haltiwanger, J., Handley, K., Jarmin, R., Lerner, J., & Miranda, J. (2014). Private equity, jobs, and
productivity. American Economic Review, 104(12), 3956-3990. https://doi.org/ 10.1257/aer.104.12.3956
Deloitte. (2016). Taxation and investment in Italy 2016. Retrieved from https://www?2.deloitte.com/
content/dam/Deloitte/global/Documents/Tax/dttl-tax-italyguide-2016.pdf

Diamond, S. (Ed.). (1985). Leveraged buyouts (1st ed.). USA: Irwin Professional Pub.

Engel, D., & Stiebale, J. (2018). Buyouts and investments. In M. Wright, K. Amess, N. Bacon, D. Siegel (Eds.), The
Routledge companion to management buyouts (pp. 390-405). London, UK: Routledge. https://doi.org/
10.4324/9781315230597-20

Ernst & Young. (2016a). Italy issues important clarifications on (merger) leveraged buyout transaction (EY Global Tax
Alert Report). Retrieved from http://www.ey.com/Publication/vwLUAssets/
Italy_issues_important_clarifications_on_(merger)_leveraged_buyout_transactions/$FILE/2016G_00314-
161Gbl_Italy%20issues%20important%20clarifications%20on%20(merger)%20leveraged%20buyout%20transactions.pdf

&

o
i NYER RSN
IR,

365


http://www.dirittobancario.it/sites/default/files/allegati/assonime_-_note_e_studi_6-2016_-_la_disciplina_fiscale_delle_operazioni_di_merger_leveraged_buy_out.pdf
http://www.dirittobancario.it/sites/default/files/allegati/assonime_-_note_e_studi_6-2016_-_la_disciplina_fiscale_delle_operazioni_di_merger_leveraged_buy_out.pdf
https://www.cliffordchance.com/content/dam/cliffordchance/Feature_topics/PDFs/tax_and_global_M_and_A.pdf
https://www.cliffordchance.com/content/dam/cliffordchance/Feature_topics/PDFs/tax_and_global_M_and_A.pdf
http://www.acptax.it/wp-content/uploads/2015/03/27-Il-travagliato-rapporto-tra-leveraged-buy-out-e-interessi-passivi.pdf
http://www.acptax.it/wp-content/uploads/2015/03/27-Il-travagliato-rapporto-tra-leveraged-buy-out-e-interessi-passivi.pdf
http://www.diritto24.ilsole24ore.com/art/dirittoCivile/2016-12-05/piena-deducibilita-interessi-passivi-derivanti-operazioni-leverage-buy-out-lbo-via-libera-agenzia-entrate-111304.php
http://www.diritto24.ilsole24ore.com/art/dirittoCivile/2016-12-05/piena-deducibilita-interessi-passivi-derivanti-operazioni-leverage-buy-out-lbo-via-libera-agenzia-entrate-111304.php
http://www.diritto24.ilsole24ore.com/art/dirittoCivile/2016-12-05/piena-deducibilita-interessi-passivi-derivanti-operazioni-leverage-buy-out-lbo-via-libera-agenzia-entrate-111304.php
https://www2.deloitte.com/content/dam/Deloitte/global/Documents/Tax/dttl-tax-italyguide-2016.pdf
https://www2.deloitte.com/content/dam/Deloitte/global/Documents/Tax/dttl-tax-italyguide-2016.pdf
http://www.ey.com/Publication/vwLUAssets/Italy_issues_important_clarifications_on_(merger)_leveraged_buyout_transactions/$FILE/2016G_00314-161Gbl_Italy%20issues%20important%20clarifications%20on%20(merger)%20leveraged%20buyout%20transactions.pdf
http://www.ey.com/Publication/vwLUAssets/Italy_issues_important_clarifications_on_(merger)_leveraged_buyout_transactions/$FILE/2016G_00314-161Gbl_Italy%20issues%20important%20clarifications%20on%20(merger)%20leveraged%20buyout%20transactions.pdf
http://www.ey.com/Publication/vwLUAssets/Italy_issues_important_clarifications_on_(merger)_leveraged_buyout_transactions/$FILE/2016G_00314-161Gbl_Italy%20issues%20important%20clarifications%20on%20(merger)%20leveraged%20buyout%20transactions.pdf

Corporate Ownership & Control / Volume 17, Issue 1, Autumn 2019 (Special Issue)

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

40.

41.

42.

43.

44,

45.

46.

47.

48.

49.

50.
51.

52.

53.

54.

55.

56.

57.

58.

59.

60.

Ernst & Young. (2016b). The US restricts tax inversion. Retrieved from https://www.eycom.ch/en/Publications/
20160502-The-US-restricts-tax-inversions/download

The Economist. (2016, October 22). Private equity. The barbarian establishment. Retrieved from
http://www.economist.com/news/briefing/21709007-private-equity-has-prospered-while-almost-every-other-
approach-business-has-stumbled

The European Parliament and the Council of the European Union. (2011). Directive 2011/61/EU. Retrieved from
https://eur-lex.europa.eu/eli/dir/2011/61/0j

Femino, L. (2014). Ex ante review of leveraged buyouts. Yale Law Journal, 123(6), 1830-1873. Retrieved from
https://digitalcommons.law.yale.edu/cgi/viewcontent.cgi?article=5634&context=ylj

Ferran, E. (2011). After the crisis: The regulation of hedge funds and private equity in the EU. European Business
Organization Law Review, 12(3), 379-414. https://doi.org/10.1017/5156675291130002X

Ferrario, M. C. (1991). Management buy-out. Torino, Italy: ISEDIL

Fox, I. (2017). Minimizing the risk of fraudulent transfer avoidance: A good-faith solvency opinion as the shield
to protect a leveraged transaction. American Bankruptcy Law Journal, 91(4), 739-785. Retrieved from
http://hdlLhandle.net/10504/115559

Giannino, M. (2006). The regulation of LBOs under English and Italian company laws. Retrieved from
https://doi.org/10.2139/ssrn.1448719

Gibson, S., & Witney, S. (2018). Policy, regulation and private equity. A rich research agenda. In M. Wright, K.
Amess, N. Bacon, D. Siegel (Eds.), The Routledge Companion to Management Buyouts (pp. 74-85). London, UK:
Routledge. https://doi.org/10.4324/9781315230597-5

Gitman, L. J. (1997). Principal of managerial finance. Boston, MA: Addison Wesley Longman.

Grimaldi, A. (2014, February 13). Merger leveraged buy out, ecco perché I'’Agenzia delle Entrate li contesta.
Retrieved from http://www.firstonline.info/News/2014/02/13/merger-leveraged-buy-out-ecco-perche-lagenzia-
delle-entrate-li-contesta/ZjQ30Dk20DAtYzZFhOCOONjUWLTIKNjktOTE1MjJmNjk5ZGEOXZIWMTQtMDItMTNfRKOM
Hammer, B., Hinrichs, H., & Schwetzler, B. (2018). Does culture affect the performance of private equity
buyouts? Journal of Business Economics, 88(3-4), 393-469. https://doi.org/10.1007/s11573-017-0886-0

Harris, R., Siegel, D., & Wright, M. (2005). Assessing the Impact of management buyouts on economic efficiency:
Plant-level evidence from the United Kingdom. The Review of Economics and Statistics, 87(1), 148-153.
https://doi.org/10.1162/0034653053327540

Invest Europe. (2019). Public affairs overview. Retrieved from https://www.investeurope.eu/
search/?q=Public+Affairs+overview

Italian Tax Authority (Agenzia delle Entrate). (2009). Circolare n. 19/E del 21/04/2009. Modifiche alla disciplina
della deducibilita degli interessi passivi dal reddito di impresa - Legge 24 dicembre 2007, n. 244 (legge
finanziaria per il 2008. Retrieved from https://www.agenziaentrate.gov.it/portale/documents/20143/300662/
Circolare+19+del+21+04+2009_circ19Edel21aprile2009.pdf/ecf71434-ddbf-5541-cce3-2d5f5a2c8d0b

Italian Tax Authority (Agenzia delle Entrate). (2016). Circolare n. 6/E del 30/03/2016. Chiarimenti in merito al
trattamento fiscale delle “operazioni di acquisizione con indebitamento” - La deducibilita degli interessi passivi
ed il trattamento delle componenti reddituali destinate a soggetti localizzati in paesi esteri. Retrieved from
https://www.agenziaentrate.gov.it/portale/documents/20143/298276/Circolare+6E+del+30+marzo+2016_CIR
COLARE+N.+6+-+E+DEL+30+MARZO+2016.pdf/8d18dd47-cf87-ce9f-8c23-4a1286260318

Jensen, M. (2010). Active investors, LBOs, and the privatization of bankruptcy. Journal of Applied Corporate
Finance, 22(1), 77-85. https://doi.org/10.1111/j.1745-6622.2010.00263.x

Kaplan, S. (1988). Management buyouts: Efficiency gains or value transfers? (Working paper series). Center for
Research in Security Prices, Graduate School of Business, University of Chicago.

Kaplan, S. (1989). The effects of management buyouts on operating performance and value. Journal of Financial
Economics, 24(2), 217-254. https://doi.org/10.1016/0304-405X(89)90047-0

Kaplan, S. (1991). The staying power of leveraged buyouts. Journal of Financial Economics, 29(2), 287-313.
https://doi.org/10.1016/0304-405X(91)90004-4

Kaplan, S, & Stromberg, P. (2009). Leveraged buyouts and private equity. Journal of Economic Perspectives, 23(1),
121-146. https://doi.org/10.1257/jep.23.1.121

Krieger, L. (Ed.), (1994). Management buy-outs. London, UK: Butterworths.

Malenko, A., & Malenko, N. (2015). A theory of LBO activity based on repeated debt-equity conflicts. Journal of
Financial Economics, 117(3), 607-627. https://doi.org/10.1016/j.jfineco.2015.06.007

Payne, J. (2011). Private equity and its regulation in Europe. European Business Organization Law Review, 12(4),
559-585. https://doi.org/10.1017/51566752911400021

Morri, S., & Guarino, S. (2016). Leveraged buy-out and foreign shareholder loans: Issues from the recent
approach  of the Italian tax  authority. Retrieved from  http://www.mralex.it/mm/LB0%20-
%20shareholder%20loans.pdf

Reddy, K. S., Xie, E., & Huang, Y. (2016). Contractual buyout - A legitimate growth model in the enterprise
development: Foundations and implications. International Journal of Management and Enterprise Development,
15(1), 1-23. https://doi.org/10.1504/IJMED.2016.075872

Renneboog, L., & Vansteenkiste, C. (2017). Leveraged buyouts: Motives and sources of value. Annals of
Corporate Governance, 2(4), 291-389. https://doi.org/10.1561,/109.00000017

Saltarelli, F., Bosco, L., & Schiavello, S. (2016). Italy tax alert. Authorities clarify tax treatment of LBO
transactions. Retrieved from https://www2.deloitte.com/content/dam/Deloitte/global/Documents/Tax/dttl-
tax-alert-italy-6-april-2016.pdf

Scholes, L. (2018). Buyouts from failure. In M. Wright, K. Amess, N. Bacon, & D. Siegel (Eds.), The Routledge
companion to management buyouts (pp. 186-198). London, UK: Routledge. https://doi.org/
10.4324/9781315230597-10

Scotto di Santolo, P. (2010). L’operazione di leveraged buy-out: una discussa opportunita di ristrutturazione
aziendale. Retrieved from http://www.innovazionediritto.unina.it/archivionumeri/1004/scotto.pdf

Silvestri, M. (2005). The new Italian law on merger leveraged buy-outs: A law and economics perspective. European
Business Organization Law Review, 6(1), 101-147. https://doi.org/10.1017/51566752905001011

Smith, A. J. (1990). Corporate ownership structure and performance: The case of management buyouts. Journal of

&

o
i NYER RSN
IR,

366


https://www.eycom.ch/en/Publications/20160502-The-US-restricts-tax-inversions/download
https://www.eycom.ch/en/Publications/20160502-The-US-restricts-tax-inversions/download
http://www.economist.com/news/briefing/21709007-private-equity-has-prospered-while-almost-every-other-approach-business-has-stumbled
http://www.economist.com/news/briefing/21709007-private-equity-has-prospered-while-almost-every-other-approach-business-has-stumbled
http://www.firstonline.info/News/2014/02/13/merger-leveraged-buy-out-ecco-perche-lagenzia-delle-entrate-li-contesta/ZjQ3ODk2ODAtYzFhOC00NjUwLTlkNjktOTE1MjJmNjk5ZGE0XzIwMTQtMDItMTNfRk9M
http://www.firstonline.info/News/2014/02/13/merger-leveraged-buy-out-ecco-perche-lagenzia-delle-entrate-li-contesta/ZjQ3ODk2ODAtYzFhOC00NjUwLTlkNjktOTE1MjJmNjk5ZGE0XzIwMTQtMDItMTNfRk9M
http://www.mralex.it/mm/LBO%20-%20shareholder%20loans.pdf
http://www.mralex.it/mm/LBO%20-%20shareholder%20loans.pdf
https://www2.deloitte.com/content/dam/Deloitte/global/Documents/Tax/dttl-tax-alert-italy-6-april-2016.pdf
https://www2.deloitte.com/content/dam/Deloitte/global/Documents/Tax/dttl-tax-alert-italy-6-april-2016.pdf
http://www.innovazionediritto.unina.it/archivionumeri/1004/scotto.pdf

Corporate Ownership & Control / Volume 17, Issue 1, Autumn 2019 (Special Issue)

61.

62.

63.

64.

65.

66.
67.
68.
69.
70.
71.
72.

73.

Financial Economics, 27(1), 143-164. https://doi.org/10.1016/0304-405X(90)90024-T

Spataro, V. (2012). La deduzione degli interessi moratori Cassazione del 25/11/2011 n. 24930. Retrieved from
https://www.civile.it/tributario/visual.php?num=80892

Stanfield, J. (2020). Skill, syndication, and performance: Evidence from leveraged buyouts. Journal of Corporate
Finance. https://doi.org/10.1016/j.jcorpfin.2019.101496

Supreme Court Decision 5503/2000. (2000). “Cassazione - Sezione Quinta Penale - Sent. n. 5503/2000" -
Presidente P. Lacanna - Relatore F. Marrone. Reati fallimentari - bancarotta fraudolenta patrimoniale
documentale. Retrieved from http://www.ilfallimento.it/giurisprudenza/02.htm

Supreme Court Decision 24930/2011. (2011).: “Corte di Cassazione, sentenza n. 24930 del 25/11/2011".
Retrieved from http://clienti.euroconference.it/documenti/sProvvedim/20120430sD/2012043024.pdf?new=1
Supreme Court Decision 19430/2018. (2018). “Cassazione Ordinanza Corte di Cassazione, sezione V - Tributaria
civile - ordinanza 20 luglio 2018, n. 19430”. Retrieved from https://portale.ecevolution.it/
secured/evolution/pagine/testi.xhtml

Supreme Court Decision 868/2019. (2019). “Cassazione Civile, sentenza n. 868 del 16/01/2019”. Retrived from
https://sentenze.laleggepertutti.it/sentenza/cassazione-civile-n-868-del-16-01-2019

Thomsen, S. (2009). Should private equity be regulated? European Business Organization Law Review, 10(1),
97-114. https://doi.org/10.1017/51566752909000974

Wright, M., & Robbie, K. (Eds.). (1991). Buy-ins and buy-outs. New strategies in corporate management. London,
UK: Graham & Trotman.

Wright, M., & Robbie, K. (Eds.). (1999). Management buy-outs and venture capital: Into the next millennium.
Edward Elgar, Cheltenham. https://doi.org/10.4337/9781840647686

Wright, M., Amess, K., Bacon, N., & Siegel, D. (Eds.). (2018a). Management buyouts. An introduction and
overview. In The Routledge Companion to Management Buyouts (pp. 1-25). London, UK: Routledge

Wright, M., Amess, K., Bacon, N., Siegel, D. (Eds.). (2018b). The Routledge companion to management buyouts.
London, UK: Routledge. https://doi.org/10.4324/9781315230597

Zambelli, S. (2008). The dark side of LBOs. Private equity investors be forewarned! Corporate Ownership &
Control, 5(4), 59-78. https://doi.org/10.22495/cocv5i4p6

Zambelli, S. (2010). Private equity and leveraged buyouts in Italy: To prohibit or not to prohibit, that is the
question. In D. Cumming (Ed.), Private equity. Fund types, risks and returns, and regulation. New Jersey, NJ:
Wiley. https://doi.org/10.1002/9781118267011.ch21

&

o
i NYER RSN
IR,

367


https://www.civile.it/tributario/visual.php?num=80892
https://doi.org/10.1002/9781118267011.ch21

	RECENT CHALLENGES OF LBOS IN ITALY AND INSTITUTIONAL INSIGHTS:
	1. INTRODUCTION
	2. THE ‘MADE IN ITALY’ REGULATION OF LBOS
	3. THE SUBSEQUENT TAX DEBATE AND DRACONIAN FISCAL INTERPRETATIONS OF LBOS
	3.1. Further fiscal challenge and contradicting interpretations of LBOs

	4. THE RECENT CHANGE OF PERSPECTIVE
	5. CONCLUSION
	REFERENCES




