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GUIDELINES ISSUED BY THE ITALIAN TAX AUTHORITIES ON THE VAT REGIME
OF THE ASSIGNMENT OF NPLs

The Italian tax administration has published guidelines in respect of the VAT regime applicable to the
assignment of portfolios of non-performing loans (“NPLs”). In particular, with Ruling No. 79, issued on
31 December 2021, the Italian Revenue Agency confirmed the following (which position was already
stated by Resolution No. 71/E of 24 May 2000 with respect to the assignment of receivables,
regardless of their qualification as NPLs):

. the assignment of NPLs should be considered as a supply of services, performed by the
purchaser, falling under the scope of VAT as a financial fransaction. This interpretation is
based on the fact that the purchase price paid is lower than the face value of such loans
and, therefore, it is argued that this difference constitutes a consideration paid by the
seller of the NPLs to the purchaser of the same NPLs (acting as service supplier fo the same
seller); and

J as such, the assignment of NPLs implies the performance of a financial tfransaction, which
falls within the scope of application of Italian VAT qualifying as a VAT-exempt supply of
services.

In other words, the Italian Revenue Agency has confirmed that the assignment of NPLs is a VAT-able
fransaction, even though exempt (operazione esente), it having a financing purpose, since the
purchase price is lower than the face value of the same NPLs. As a consequence, such fransactions
would not be subject to the 0.5% registration tax pursuant to the so-called "alternativity” principle
between VAT and registration tax.

Similarly to the approach adopted in respect of factoring transactions, the position of the Italian
Revenue Agency is not consistent with the case-law of the Court of Justice of the European Union
("CJEU"”) and the approach endorsed by the EU Commission’s VAT Committee. Indeed, both the
CJEU and the VAT Commission have concluded that the acquisition of NPLs should not be
considered as a taxable supply of services, provided that the discount reflects the lower value of the
loan at the time of the purchase.

Further to above confirmations, the Italion Revenue Agency has provided the following
interpretations:

o the taxable base for VAT purposes of an assignment of receivables should, in principle,
be equal to the overall difference between the face value and the purchase price
thereof;

o with specific regard to NPLs, only the difference between the “actual economic value”

(valore economico) of the debt at the time of its assignment (which is lower than the face
value thereof) and the purchase price paid for the fransfer should be considered as the
taxable base for VAT purposes;

o the assignment of NLPs should be considered to occur at the time of the payment of the
purchase price for the NPLs portfolio transfer.

As to the method to be adopted in order to assess the “actual economic value”, the Italian Revenue
Agency does not provide detailed indications but refers to the determination made by the
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purchaser, evidence of which may be provided with the contractual documentation or (when for
commercial reasons such determination is not included in the confractual documentation) also with
official internal papers of the purchaser.

Based on the foregoing, it is therefore crucial that when the criteria adopted by the purchaser to
assess the “actual economic value” and therefore to determine the taxable base of the transaction
does not appear in the confractual documentation, detailed internal documentation is kept by the
purchaser to be provided in case of audit from the tax authorities.
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The Tax Department of Legance is available to provide any clarifications, also in respect of any
specific situation which may be of interest o you.

For further information:

Claudia Gregori Luca Dal Cerro Marco Graziani
Partner Partner Partner
T. +39 02.89.63.071 T. +39 02.89.63.071 T. +39 06.93.18.271
caregori@legance.it Idalcerro@legance.it mgraziani@legance.it

Francesco Di Bari

Senior Counsel

T. +39 06.93.18.271

fdibari@legance.it

or your direct contact af Legance.
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THE FIRM

Legance is an independent Italian law firm with expert, active and result-oriented lawyers, with a stfrong feam spirit that has
permitted a flexible and incisive organisational model that, through departments active in all practice areas of business law,
offers the right balance between the specialist and the lawyer as a global consultant. Legance comprises more than 300
lawyers, working in its Milan, Rome and London offices, and has a diverse and extensive practice covering the following areas:
Administrative; Banking & Finance; Compliance; Corporate Finance; Data Protection; Debt Capital Markets; Dispute
Resolution; Employment and Industrial Relations; Energy, Project & Infrastructure; Environmental; Equity Capital Markets; ESG
and Impact; EU, Antitrust and Regulation; Financial Intermediaries Regulations; Food; Insurance; Intellectual Property;
Investment Funds; Life Sciences & Healthcare; Non Performing Loans; Real Estate; Restructuring and Insolvency; Shipping,
Aviatfion and Transportation; Tax; Telecommunications, Media and Technology; White Collar Crimes. For more information,
please visit our website: www .legance.com.

DISCLAIMER
The only purpose of this Newsletter is to provide general information. It is not a legal opinion nor should it be relied upon as a
substitute for legal advice.

This Newsletter is sent to persons who have provided their personal data in the course of professional relations, meetings,
seminars, workshops or similar events. You may also receive this newsletter because Legance was authorized. You may finally
receive it, because you have engaged Legance. If you wish not to receive the newsletter anymore, please write an email to
newsletter@legance.it and you will be removed from the list of recipients. Until you cancel yourself from the list of recipients
your personal data will be processed on paper or electronically for purposes which are related to the existing professional
relations, or for information and divulgation reasons, but are not communicated to third parties, unless such communication
is imposed by law or strictly necessary to carry out the relation. Data controller is Legance — Avvocati Associati. The list of the
data processors is available if you write an email to clienti.privacy@legance.it. In any event, you are entitled to your rights as
set forth in the current data protection legislation. All the above requests must be forwarded by fax to Legance - Avvocati
Associati, on nr. +39 06 93 18 27 403.

Legance - Avvocati Associatfi and its partners are not regulated by the Solicitors Regulation Authority ("SRA") and the SRA's
compulsory insurance scheme does not apply to them (they are instead covered by equivalent Italian insurance). A list of the
partners of Legance - Avvocati Associati is open to inspection at the office of its London branch at Aldermary House 10-15
Queen Street - EC4AN1TX, and also on the following website www.legance.com/professionals.
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