
PC / Ivory Vellum Carnival 35x23 / 80 

LEXISNEXIS® A.S. PRATT® JANUARY 2025

EDITOR’S NOTE: EVERYTHING IS BRIGHT 

Victoria Prussen Spears

YELLOW IS SEEING RED: BANKRUPTCY COURT INVOKES LOPER BRIGHT IN 

UPHOLDING PBGC REGULATIONS 

Dominic DeMatties and Katherine B. Kohn

“RECAPPING” AND RECONCILING MERIT MANAGEMENT AND NINE WEST, THE SECOND 

CIRCUIT HOLDS THAT BOSTON GENERATING’S 2006 “RECAPITALIZATION” WAS  

SAFE-HARBORED 

Gregory M. Petrick, Ivan Loncar, Ingrid Bagby, Kathryn M. Borgeson, Casey John Servais, 
Eric G. Waxman, and Andrew M. Greenberg

INSOLVENCY CHALLENGE RIGHTS 

Tina Hoffmann, Nicola Hughes, Amy Jacks, Hervé Kensicher, Malte Richter, Inga Rupp, Devi 
Shah, Stefanie Skoruppa, Patrick Teboul, Marco Wilhelm, and Alexandra Wood

A PRIMER ON THE ADGM RESTRUCTURING REGIME  

Polina Lyadnova and Misthura Otubu 

UPDATES TO ITALY’S INSOLVENCY CODE 

Roberto Bonsignore, Giuseppe Scassellati-Sforzolini, Francesco Iodice, and Sara Maria CrupiJA
N

U
A

R
Y

 2025
V

O
LU

M
E

 21 N
U

M
B

E
R

 1
P

R
A

T
T

’S
 J

O
U

R
N

A
L

 O
F

 B
A

N
K

R
U

P
T

C
Y

 L
A

W

Date: 12/17/2024 • Page Count: 46 • PPI: 340 • Spine width: 0.13529



Pratt’s Journal of Bankruptcy
Law

VOLUME 21 NUMBER 1 January 2025

Editor’s Note: Everything Is Bright
Victoria Prussen Spears 1

Yellow Is Seeing Red: Bankruptcy Court Invokes Loper Bright in Upholding
PBGC Regulations
Dominic DeMatties and Katherine B. Kohn 4

“Recapping” and Reconciling Merit Management and Nine West, the Second
Circuit Holds That Boston Generating’s 2006 “Recapitalization” Was
Safe-Harbored
Gregory M. Petrick, Ivan Loncar, Ingrid Bagby, Kathryn M. Borgeson,
Casey John Servais, Eric G. Waxman, and Andrew M. Greenberg 9

Insolvency Challenge Rights
Tina Hoffmann, Nicola Hughes, Amy Jacks, Hervé Kensicher, Malte Richter,
Inga Rupp, Devi Shah, Stefanie Skoruppa, Patrick Teboul, Marco Wilhelm, and
Alexandra Wood 15

A Primer on the ADGM Restructuring Regime
Polina Lyadnova and Misthura Otubu 31

Updates to Italy’s Insolvency Code
Roberto Bonsignore, Giuseppe Scassellati-Sforzolini, Francesco Iodice, and
Sara Maria Crupi 40

0001 [ST: 1] [ED: m] [REL: 25-1GT] (Beg Group) Composed: Tue Dec 24 00:03:35 EST 2024

XPP 9.6.2.0 FM000150 nllp 4789 [PW=468pt PD=693pt TW=336pt TD=528pt]

VER: [FM000150-Local:28 May 14 11:37][MX-SECNDARY: 12 Sep 23 12:15][TT-: 29 Jul 21 00:02 loc=usa unit=04789-fmvol021] 0



QUESTIONS ABOUT THIS PUBLICATION?

For questions about the Editorial Content appearing in these volumes or reprint permission,
please call or email:
Ryan D. Kearns, J.D., at ................................................................................. 513.257.9021
Email: ............................................................................................ ryan.kearns@lexisnexis.com
For assistance with replacement pages, shipments, billing or other customer service matters,
please call:

Customer Services Department at . . . . . . . . . . . . . . . . . . . . . . . . . . (800) 833-9844
Outside the United States and Canada, please call . . . . . . . . . . . . . . . (518) 487-3385
Fax Number . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (800) 828-8341
Customer Service Website . . . . . . . . . . . . . . . . . . . http://www.lexisnexis.com/custserv/
For information on other Matthew Bender publications, please call

Your account manager or . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (800) 223-1940
Outside the United States and Canada, please call . . . . . . . . . . . . . . . . (937) 247-0293

Library of Congress Card Number: 80-68780

ISBN: 978-0-7698-7846-1 (print)

ISBN: 978-0-7698-7988-8 (eBook)

ISSN: 1931-6992

Cite this publication as:

[author name], [article title], [vol. no.] PRATT’S JOURNAL OF BANKRUPTCY LAW [page number]
([year])
Example: Patrick E. Mears, The Winds of Change Intensify over Europe: Recent European Union
Actions Firmly Embrace the “Rescue and Recovery” Culture for Business Recovery, 10 PRATT’S JOURNAL

OF BANKRUPTCY LAW 349 (2025)

This publication is designed to provide authoritative information in regard to the subject matter covered. It
is sold with the understanding that the publisher is not engaged in rendering legal, accounting, or other
professional services. If legal advice or other expert assistance is required, the services of a competent
professional should be sought.

LexisNexis and the Knowledge Burst logo are registered trademarks of RELX Inc. Matthew Bender, the
Matthew Bender Flame Design, and A.S. Pratt are registered trademarks of Matthew Bender Properties Inc.

Copyright © 2025 Matthew Bender & Company, Inc., a member of LexisNexis. All Rights Reserved.

No copyright is claimed by LexisNexis or Matthew Bender & Company, Inc., in the text of statutes,
regulations, and excerpts from court opinions quoted within this work. Permission to copy material may be
licensed for a fee from the Copyright Clearance Center, 222 Rosewood Drive, Danvers, Mass. 01923,
telephone (978) 750-8400.

Editorial Office
230 Park Ave., 7th Floor, New York, NY 10169 (800) 543-6862
www.lexisnexis.com

(2025–Pub.4789)

0002 [ST: 1] [ED: m] [REL: 25-1GT] Composed: Tue Dec 24 00:03:35 EST 2024

XPP 9.6.2.0 FM000150 nllp 4789 [PW=468pt PD=693pt TW=336pt TD=528pt]

VER: [FM000150-Local:28 May 14 11:37][MX-SECNDARY: 12 Sep 23 12:15][TT-: 29 Jul 21 00:02 loc=usa unit=04789-fmvol021] 42



Editor-in-Chief, Editor & Board of
Editors

EDITOR-IN-CHIEF
STEVEN A. MEYEROWITZ

President, Meyerowitz Communications Inc.

EDITOR
VICTORIA PRUSSEN SPEARS

Senior Vice President, Meyerowitz Communications Inc.

BOARD OF EDITORS

SCOTT L. BAENA

Bilzin Sumberg Baena Price & Axelrod LLP

KATHRYN M. BORGESON

Cadwalader, Wickersham & Taft LLP

ANDREW P. BROZMAN

Clifford Chance US LLP

MICHAEL L. COOK

Schulte Roth & Zabel LLP

MARK G. DOUGLAS

Jones Day

MARK J. FRIEDMAN

DLA Piper

STUART I. GORDON

Rivkin Radler LLP

PATRICK E. MEARS

Barnes & Thornburg LLP

iii

0003 [ST: 1] [ED: m] [REL: 25-1GT] Composed: Tue Dec 24 00:03:35 EST 2024

XPP 9.6.2.0 FM000150 nllp 4789 [PW=468pt PD=693pt TW=336pt TD=528pt]

VER: [FM000150-Local:28 May 14 11:37][MX-SECNDARY: 12 Sep 23 12:15][TT-: 29 Jul 21 00:02 loc=usa unit=04789-fmvol021] 40



Pratt’s Journal of Bankruptcy Law is published eight times a year by Matthew Bender &
Company, Inc. Copyright © 2025 Matthew Bender & Company, Inc., a member of LexisNexis.
All Rights Reserved. No part of this journal may be reproduced in any form—by microfilm,
xerography, or otherwise—or incorporated into any information retrieval system without the
written permission of the copyright owner. For customer support, please contact LexisNexis
Matthew Bender, 9443 Springboro Pike, Miamisburg, OH 45342 or call Customer Support at
1-800-833-9844. Direct any editorial inquiries and send any material for publication to Steven
A. Meyerowitz, Editor-in-Chief, Meyerowitz Communications Inc., 26910 Grand Central
Parkway Suite 18R, Floral Park, New York 11005,
smeyerowitz@meyerowitzcommunications.com, 631.291.5541. Material for publication is
welcomed—articles, decisions, or other items of interest to lawyers and law firms, in-house
counsel, government lawyers, senior business executives, and anyone interested in privacy and
cybersecurity related issues and legal developments. This publication is designed to be accurate
and authoritative, but neither the publisher nor the authors are rendering legal, accounting, or
other professional services in this publication. If legal or other expert advice is desired, retain the
services of an appropriate professional. The articles and columns reflect only the present
considerations and views of the authors and do not necessarily reflect those of the firms or
organizations with which they are affiliated, any of the former or present clients of the authors
or their firms or organizations, or the editors or publisher.

POSTMASTER: Send address changes to Pratt’s Journal of Bankruptcy Law, LexisNexis Matthew
Bender, 230 Park Ave. 7th Floor, New York NY 10169.

iv

0004 [ST: 1] [ED: m] [REL: 25-1GT] Composed: Tue Dec 24 00:03:35 EST 2024

XPP 9.6.2.0 FM000150 nllp 4789 [PW=468pt PD=693pt TW=336pt TD=528pt]

VER: [FM000150-Local:28 May 14 11:37][MX-SECNDARY: 12 Sep 23 12:15][TT-: 29 Jul 21 00:02 loc=usa unit=04789-fmvol021] 21



In this article, the authors discuss Italy’s “Code on Business Distress and Insolvency,”
which has been partly amended and rectified just over two years after its entry into force
in order to clarify certain interpretative issues that have arisen and further align it to
the EU Insolvency Directive.

Italy’s “Code on Business Distress and Insolvency” (the Code) has been partly
amended and rectified just over two years after its entry into force on July 15,
2022).

The changes are primarily intended to take stock of the initial application of
the Code, in order to clarify certain interpretative issues that have arisen and
further align it to EU Directive 1023/2019 (the EU Insolvency Directive),
which the Code sought to implement.

The amendments are set forth in Legislative Decree No. 136/2024 (the
Amendment Decree), which came into force the day after its publication in the
Official Journal on September 27, 2024.

The most salient changes comprise:

• Preservation of existing credit lines in case of out-of-court composition

proceedings (composizione negoziata della crisi; (Composition));

• Extension of restructuring of tax claims to Composition;

• Clarification of the notion of “liquidation value” for purposes of the
absolute and relative priority rules in a judicial composition with

creditors (concordato preventivo; the Concordato);

• Revised requirements for a cross-class cram-down in a Concordato;

• Stability and execution of extraordinary corporate transactions made in

a restructuring context; and

• Restructurings of corporate groups.

The changes brought about by the Amendment Decree apply also to all
restructurings and other proceedings under the Code pending on the date of its
entry into force.

* Roberto Bonsignore (rbonsignore@cgsh.com), Giuseppe Scassellati-Sforzolini (gscassellati@cgsh.com)
and Francesco Iodice (fiodice@cgsh.com) are attorneys at Cleary Gottlieb Steen & Hamilton
LLP in Italy. Sara Maria Crupi is a trainee lawyer at the firm.

Updates to Italy’s Insolvency Code

By Roberto Bonsignore, Giuseppe Scassellati-Sforzolini, Francesco Iodice 
and Sara Maria Crupi*
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EXISTING CREDIT LINES IN A COMPOSITION

A Composition is an out-of-court process whereby a distressed debtor1 may
seek to restructure, provided that recovery appears reasonably possible, with the
assistance of a third-party expert appointed by the local chamber of commerce.
Courts are in principle not involved, except in limited cases (e.g., when a debtor
seeks a stay or similar protections pending the Composition).

In this context, debtor’s access to financing is obviously crucial, including in
the form of preserving the ability to draw from existing credit lines, as the
Amendment Decree seeks to facilitate. More specifically:

• With a view to mitigating the impact of the applicable prudential
supervisory regime, (i) if a financial lender2 is required thereunder to
suspend or terminate an existing credit line in connection with the
debtor applying for Composition, such lender must promptly inform
the corporate bodies of the debtor, including to disclose the underlying
reasons; and (ii) such lenders are also prevented from reclassifying their
exposures (e.g., to NPE (non-performing exposure)) towards the debtor

solely on grounds of its access to the Composition;3

• A lender may not suspend or terminate an existing credit line solely on
the basis of it becoming aware of its debtor applying for the

Composition; and

• Lenders towards which protective measures (misure protettive) apply
may not unilaterally refuse to perform pending agreements (e.g.,
existing credit lines) nor terminate or accelerate them solely based on
non-payment of claims that predate the application for issue of such
protective measures (unless required under the applicable prudential
supervisory regime).

1 The Amendment Decree clarifies that the Composition is available not only to debtors that
are facing financial imbalance or economic difficulties based on which distress or insolvency
appears likely, but also to those who are already in a state of distress or insolvency.

2 Meaning a bank, other financial intermediary, or the assignee of their claims.
3 However, this provision could not depart from the applicable prudential supervisory regime,

and therefore acknowledges that lenders may still be required to proceed with this reclassification
on the basis of adequate justifications, taking into account the restructuring proposed by the
debtor at the outset of the Composition.
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Finally, in order to balance the above restrictions and constraints, the
Amendment Decree clarifies that the continuation of the contractual relation-
ship with the debtor does not automatically entail liability for the lender.4

RESTRUCTURING OF TAX CLAIMS IN A COMPOSITION

The Amendment Decree also seeks to fill a significant gap, in that it extends
to Composition proceedings the ability to restructure certain5 tax claims.6

Because in a Composition any restructuring must be consensual, tax claims
may be restructured only pursuant to an agreement between the debtor and the
tax administration. This agreement is proposed by the debtor and must enclose
(a) the opinion of a third-party expert certifying the advantage of the proposal
over a judicial liquidation, and (b) a report from the debtor’s auditors
confirming the accuracy of the underlying financial data.

The agreement must then be submitted to the court for its authorization and
terminates in case subsequently the debtor becomes subject to a judicial
liquidation or is otherwise found insolvent, or in case the debtor does not fulfill
its payment obligations thereunder within 60 days of the applicable term.

CLARIFICATIONS ON THE ABSOLUTE AND RELATIVE PRIORITY
RULES IN A CONCORDATO

A Concordato may be used either to effect a piecemeal liquidation of the
debtor’s assets or to allow the continuation of the debtor’s business as a going
concern7 (the Business Continuity Concordato).

In this latter type of Concordato, the EU Insolvency Directive granted
Member States the option to adopt either an “absolute priority rule” or a

4 Thus, in principle excluding the risk of a lender being held liable for so-called “abusive
lending” (concessione abusiva del credito), occurring whereby lending to a distressed debtor the
lender contributes to delaying the date on which the lender is declared insolvent, thereby
affecting the other creditors’ recovery.

5 Unlike in case of a court-ratified restructuring agreement (accordo di ristrutturazione dei
debiti) or Concordato, social security claims and VAT claims may not be restructured in a
Composition.

6 Previously, the lack of reference to tax claims was considered as an obstacle for the tax
administration to agree to such restructuring.

7 This type of Concordato applies whenever under the plan creditors would be satisfied, at least
in part, from the value of the going concern. In turn, the business as a going concern may either
be retained and run directly by the debtor entity, or indirectly by another entity to which the
debtor’s business or business unit(s) has been sold, contributed in-kind or leased pending the
proceedings or pursuant to the Concordato plan once ratified by the court.
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“relative priority rule” to the payment of creditors. Except with respect to claims
of employees,8 Italy has opted for the latter in the Code, in the following form:

• The “liquidation value” of the debtor’s assets must be distributed to
creditors in accordance with their priority (i.e., junior creditors may be
satisfied only to the extent that senior creditors have been satisfied in
full); whereas

• Any excess (i.e., the value of the restructured business in excess of the
liquidation value) may be distributed to unsecured or junior creditors
as well,9 provided, however, that the treatment of creditors in a
dissenting class as a whole is (i) at least as favorable as that of creditors
in equally ranking classes, and (ii) more favorable than that of more
junior classes.

However, the concrete application of these provisions has given rise to
interpretative uncertainties, primarily regarding the concept of “liquidation
value,” because neither the EU Insolvency Directive nor the Code provided
sufficient guidelines on this notion.

In this regard, the Amendment Decree has defined “liquidation value” as the
value of the proceeds that can be expected10 from the sale (occurring as part of
a judicial liquidation) of the debtor’s “assets and rights,” including such higher
value as it could be obtained from (i) the sale of the business as a going-concern
(as opposed to a piecemeal liquidation), and (ii) the exercise of potential
claw-back or liability actions.

CHANGES TO THE CROSS-CLASS CRAM-DOWN

As a general rule, approval of a Business Continuity Concordato requires the
favorable vote of (i) a majority of creditors (by value) admitted to vote, and (ii)
all voting classes.

However, failure to achieve the voting classes’ approval may be overruled by
the court (so-called “cram-down”) at the subsequent stage of ratification
(omologa), subject to various conditions.

8 In respect of whom the absolute priority applies and, therefore, employees’ claims must be
satisfied with priority over junior creditors from both the liquidation value of their collateral and
any potential excess over it.

9 The Amendment Decree also clarifies that the court may assess the correct allocation of the
liquidation value and excess value only at the final stage of ratifying the Concordato, and not also
at earlier admission stage.

10 Based on an estimate as at the date on which the debtor applies for the Concordato.
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Prior to the Amendment Decree, these conditions included approval of the
Concordato proposal by the majority of creditor classes, provided that (a) at least
one class of secured creditors approved it, or (b), absent approval by any such
class, a class of creditors that, based on the ordinary ranking of claims, would
be satisfied, at least in part, with the restructuring proceeds in excess of the
liquidation value (based on a valuation of the debtor as a going concern)
approved the Concordato.

However, this condition had raised interpretative issues, as it was unclear
what “absent approval by any such class” actually meant. Accordingly, the
Amendment Decree has clarified that this expression refers to the Concordato
plan not having been approved by the majority of classes, in which case the
court may still ratify it if the plan has at least been approved by a class of
creditors that (i) under the plan, are not offered a full recovery on their claims,
but (ii) would receive at least a partial recovery even if the absolute priority rule
also applied in respect of the value exceeding the “liquidation value.”

EXTRAORDINARY CORPORATE TRANSACTIONS

The Amendment Decree also impacts extraordinary corporate transactions
carried out in the context of, or pursuant to, a Concordato.

In particular, the Amendment Decree seeks to consolidate and stabilize the
effects of these transactions (i.e., mergers, de-mergers, corporate conversions) if
these are envisaged in the Concordato plan, providing that:

• Oppositions by creditors (whether of the debtor or of other companies
involved in the transaction) must be lodged in the context of the court
hearing convened to ratify the Concordato11 (as opposed to the ordinary
venues in case these transactions take place outside a Concordato);

• Withdrawal rights of the shareholders normally arising in connection
with a merger, de-merger or corporate conversion are suspended until
completion of the transaction;

• Once the Concordato plan is ratified by the court,12 including by means

11 To this end, the plan must also be filed with the Companies Register and the court
ratification hearing may not take place prior to 45 days after the publication therein, in order to
enable possible opposing creditors to have the time to file their opposition.

12 The transaction may not be consummated until ratification. However, the court may
authorize its completion if, having heard the judicial commissioner, concludes that the creditors’
interests would be jeopardized if completion occurred after the court ratification and provided
that the creditors of all other companies involved in the transaction consent or dissenting
creditors are paid in full.
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of a non-final ruling (because an appeal is pending or still possible), the
underlying corporate resolution (e.g., the shareholders’ meeting reso-
lution approving the merger) may not be annulled even if found in
breach of the law and, therefore, the relevant transaction may not be
affected. The only consequence would be indemnification, whose
award must be satisfied as a super-priority claim (prededucibile). The
same rule also applies in case of termination or annulment of the
Concordato after its court ratification.

Further, the Amendment Decree also seeks to ensure that, if a plan envisages
an extraordinary corporate transaction (e.g., a share capital increase instrumen-
tal to a debt-equity swap, a merger, or de-merger), this is effectively consum-
mated even if the shareholders do not cooperate. To that end, shareholders’
meeting resolutions may indeed be replaced by the relevant court ruling, and
possible ensuing implementing actions shall be carried out by the debtor’s
directors (or, in case of their inertia, a judicial administrator appointed upon
request of any interested party).

GROUP RESTRUCTURINGS

The Amendment Decree also tries to further coordinate and facilitate
group-wide restructurings.

In particular:

• A group-wide Concordato or group-wide restructuring agreement may
be started by means of a single petition filed by the group parent
company.13 Consistently, the Amendment Decree clarifies that a
restructuring of a group’s tax and/or social security claims may also be
proposed by a means of a single proposal that the group parent
company submits to a single office of the tax and social security
administrations;

• As in the case of a stand-alone Business Continuity Concordato, the
Amendment Decree provides that creditors of the group companies
pursuing this type of Concordato may be satisfied with the proceeds
from the going concern even if these do not represent the prevailing
source of their recovery (the balance coming from the proceeds of the
liquidation of other assets no longer used for the business);

• The requirements for court-ratification of a Concordato must be met for

13 More specifically, the company exercising “direction and coordination” over the group or,
absent this, the group company with the highest indebtedness participating in the restructuring.
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each group company participating in the restructuring;

• In case a group company participating in the group Concordato is a
creditor of the group parent company in respect of a loan or financing
that the former granted to the latter, its claim is no longer subordinated
by operation of law;

• The court may order at any time the separation of the single
group-wide proceeding in case it detects a conflict of interest between
the different group companies or between the interests of their
respective creditors. Similarly, in case of a judicial liquidation, the court
must order the separation of the group-wide proceeding in the event
that the bankruptcy trustee intends to start a liability action against any
group company for abusive exercise of “direction and coordination.”

OTHER RELEVANT AMENDMENTS

Other notable changes brought about by the Amendment Decree include:

• Concordato plans must now expressly consider State-guaranteed financ-
ings, and are required to set aside, when necessary, a provision to ensure
repayment of the State’s recourse claims in the event that the guarantee
is enforced;14

• In case of a Concordato whose plan either envisages a piecemeal
liquidation of all or part of the debtor’s assets or the sale of the business
as a going concern, the liquidation shall be carried out by a liquidator
appointed by the court. If the plan already envisages an offer from a
third party in respect of any such assets / business, the court shall order
the launch of a bid process to seek possible alternative offers;

• Judicial liquidation proceedings (liquidazione giudiziale) must be com-
pleted within five years from the date the proceeding is initiated, except
in cases of specific difficulties in the sale process, where this deadline
may be extended by the court.

14 Based on a pre-existing specific provision of law, in case a claim is guaranteed by the State
or specific agencies thereof, if such guarantee is enforced, the State or the agency’s recourse claim
against the beneficiary is automatically treated as a secured claim prevailing on substantially all
other secured creditors, even if the guaranteed obligation was not a secured one. Given the vast
use of State-backed guarantees made during the COVID-19 outbreak, this provision introduced
by the Amendment Decree may have a material impact on the feasibility of restructurings.
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