
 
 
The Crisis Code: Indicators and Indexes in Pandemic Times 
 
We have already talked, in my previous article, about the troubled path that the system of the new 
rules that make up the new Code of Crisis and Insolvency introduced by Legislative Decree 
14/2019 has had; the entry into force of the Code, first scheduled for 15 August 2020, was then 
moved due to Covid to 1 September 2021. 
At the moment, the need for a further postponement of the entry into force is being discussed at 
various levels in order to avoid that, due to the general situation of the economy following the 
pandemic situation, an excessive number of alerts may be generated with a detrimental effect on 
the effectiveness of the activity of the Assisted Settlement Bodies ("OCRI"). 
From a technical point of view, we know that the new regulations have outlined an "early warning 
system", aimed at intercepting, in a timely and effective manner, the signals of a potential crisis 
situation, before it actually manifests itself. In this sense, the legislator has directed the warning 
system along two lines, the first aimed at encouraging a change in business culture (to 
improve/introduce a system of reliable controls), the second aimed at introducing indicators and 
indices for monitoring sources/uses, debt exposure, as well as other indicators and indices for 
analysing deviations and business continuity. This is the direction taken by the CNDCEC, which has 
developed a multi-stage model that first of all provides for the verification of the assets, 
introducing the presumption of a reasonable state of crisis in the event of a negative balance or a 
balance below the legal minimum. 
The next step is the estimation of the six-month Debt Service Coverage Ratio ("DSCR"), intended 
as a measure of the prospective non-sustainability of financial debt; with an index higher than 
unity, the absence of a state of crisis would be presumed. However, the measurement of the 
DSCR would in fact require the not particularly easy monitoring of prospective cash flows, which 
can only be derived from financial and treasury plans that should be prepared by the company. In 
order to overcome this complexity, five economic and financial indicators have been designed and 
introduced as a replacement, with associated materiality thresholds, the joint overcoming of which 
would lead to the activation of the alert situation. These are sectoral indices provided for the 
specific sector of activity: 

1. index of sustainability of financial charges in terms of the ratio between financial charges 
and turnover; 

2. capital adequacy index, in terms of the ratio of shareholders' equity to total debts; 
3. asset liquidity ratio, in terms of the ratio of cash flow to assets; 
4. liquidity ratio, in terms of the ratio of short-term assets to short-term liabilities; 
5. social security and tax debt ratio, in terms of the ratio of social security and tax debt to 

assets. 
The Code requires the administrative body to constantly assess (and therefore in the temporal 
continuum pursuant to Article 14) whether the economic and financial equilibrium exists and what 
the foreseeable trend of management is, and requires the supervisory bodies to promptly report to 
the administrative body any well-founded indications of the crisis. In practical terms, the 
assessment will be made at least quarterly and, in the absence of approved financial statements, 
will have to be conducted on the basis of an interim statement prepared by the company. 
However, the current economic scenario calls into question the real effectiveness of the warning 
system that would be outlined from 1 September, also for the necessary coordination with the 
emergency measures launched in recent months just to neutralize the losses from Covid and 
support the continuity of companies. 



In fact, something has already been done, even if only with reference to external alerts, since the 
Decree Law on Substitutions, which is currently being approved, provides for the postponement of 
one year for alerts that can be promoted by the Financial Administration. 
We shall see, but certainly the dossier that foresees the postponement of the entry into force of 
the Code of the Crisis is currently among those under management at the Ministry of Justice. 
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