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Andersen Global
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Following a law in force on
restrictions and implementing a
new “Act on the Control of Foreign
Direct Investments” (InvKG) to
protect critical infrastructure.

Foreign investors have the same
rights and obligations as domestic
ones.

The law does not establish any
limitations and provides for equal
treatment and protection of all
investments regardless of their
origin.

Following the Guidance to the
European Union Member States
concerning foreign direct
investment and free movement of
capital from third countries.

Following the Guidance to the
European Union Member States
concerning foreign direct
investment and free movement of
capital from third countries.

Adopting an amendment to the
Regulation on investments in
strategic sectors and
implementing a Draft Bill to make
the German FDI screening
mechanism more efficient.

Foreign investors continue to
receive the same treatment as
before the crisis, according to the
national rules.

The acquisition of foreign stakes in
so-called strategic companies is

subject to ministerial
acknowledgment until 31
December 2020.

New Decree-law provided for
measures to safeguard national
strategic sectors from possible
acquisitions made by foreign
investors.

Establishing a framework for
screening Foreign Direct
Investments (FDI) to protect
strategic sectors.
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The government did not establish
any restrictions on foreign
investment during the COVID-19
crises and the law provides for
equal treatment and protection of
all investments regardless of their
origin.

Special 24-months protection
procedure against takeovers of
companies by non-EU/EEA/OECD
entities.

The applicable regime remains
unaltered and the Government is
iplementing measures to attract
foreign direct investment.

The government didn’t adopt any
restrictions on foreign investment
during the COVID-19 crisis.

Has not designed specific
restrictions on Foreign Direct
Investment related to the
COVID-19 crisis.

Foreign investors are free to
invest in accordance with the
Constitution and applicable laws,
as are domestic investors.

Foreign investors are free to
invest according to the EU
legislation and national law and
the Government is adopting
direct investment incentives.

New  screening mechanism
applies to all non-Slovenian
investors (including EU investors)
and shall apply until 30 June,
2023.

The previous general liberalisation
regime for foreign investments has
been suspended and new prior
requirements apply.

The Government grants bridge
credit facilities to companies
based in Switzerland, regardless
of the nationality of their owners.

No foreign investment restrictions
have been introduced in addition
to existing sectoral restrictions
and limitations based on the
investor’s origin.
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he Austrian government has

not adopted any restrictions
on foreign investments that were
triggered by the COVID-19 crisis;

e e o o o o e ¢ however, it is currently in the

process to implement a new “Act
on the Control of Foreign Direct
Investments” (IanG),,

Mag. Piotr Daniel Kocab - Attorney-at-Law
LANSKY, GANZGER + partner (LGP), Austria

Collaborating Firm of Andersen Global

o Has the government adopted any
restrictions on foreign investment during
the COVID-19 crisis? What is the extension
foreseen for the applicability of such
measures? What are the sectors and the
investment transactions affected or limited
by the measures?

The government has not adopted any
restrictions on foreign investments that were
triggered by the COVID-19 crisis. Austria
had already a law in force restricting foreign
direct investments. Currently, the Austrian
government is in the process to implement
a new “Act on the Control of Foreign Direct
Investments” (InvKG). This new law has not
yet been passed; however, we shall elaborate
on the key issues of this new draft law.

The InvKG applies to direct investments
into  companies operating in  “critical
infrastructure”. Schedule 1 to the InvKG
contains an exemplary list of sectors within
the definition of “critical infrastructure”.
Those sectors are, among others, energy,
health care, telecommunication, national
security, artificial intelligence and many
more. In addition, the freedom and plurality
of the press is also considered to be “critical
infrastructure”. Higher scrutiny applies to the
highly sensitive sectors, such as research

and development in the fields of vaccines,
drugs, medicine products and protective
equipment, 5G infrastructure, water, armed
defence equipment and technology. In
those highly sensitive sectors, the voting
threshold for any foreign investor is 10 % (i.e.
acquisitions by a foreign investor exceeding
10 % are subject to approval).

The InvKG applies to foreign direct
investments. “Foreign” is an investor not
having the citizenship of a member state
of the European Union, the European
Economic Zone or Switzerland or, in case of
alegal person, an investor not having its legal
seat or its main place of administration in a
member state of the European Union, the
European Economic Zone or Switzerland.

A “direct investment” can occur by way of an
asset deal or a share deal. Such investment
can occur directly but also indirectly. Thus,
a direct investment is the direct or indirect
purchase of (i) an Austrian target company,
(i) shares (voting rights) in an Austrian
target company, (i) a controlling stake in
an Austrian target company, or (iv) material
assets of an Austrian target company.
Therefore, transactions aiming at obtaining
a controlling stake in the Austrian target

>
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company fall within the purview of the InvKG.
Subject to approval are investments of foreign
investors into Austrian target companies
operating in a “critical infrastructure”.
However, an approval is not required if
European Union laws or international treaties
exclude a specific investment from approval.

If the Austrian target company is deemed
critical because of its field of operations
and no international treaties exist excluding
the respective investment from approval,
additional prerequisites must be fulfilled to
subject the investment to approval. Namely:
the investor (i) acquires the entire Austrian
target company, (i) acquires the share-
threshold of 10%, 25% and 50% in case
of highly sensitive infrastructure companies
or (iiij acquires the share-threshold of 25%
and 50% in all other cases. Excluded from
approval are small enterprises, including
start-up companies, with less than 10
employees or with less than EUR 2 million
turnover or balance-sheet amount.

e What is the procedure foreseen to
obtain permission to carry out the restricted
or limited investments, if any? Are there
any other relevant requirements to be
considered by potential foreign investors?

The application is to be submitted after
the signing of the respective contract (e.qg.
share purchase agreement, asset purchase
agreement or other contracts aimed to obtain
a controlling stake). Thus, the closing of a
transaction subject to the InvKG is subject
to the mandatory condition precedent of the
government’s approval. Both the investor
and the Austrian target company can apply
for approval. Moreover, if the Austrian target
company becomes aware of an attempt of
an investor to purchase material assets or
shares exceeding the thresholds laid down
in the InvKG, the Austrian target company
must submit an application by itself. This

scenario will likely be more relevant for
publicly listed companies.

Investors have the possibility to request
from the government an “advanced ruling”
on proposed transactions. The application
for an advanced ruling must contain all
relevant information that would need to be
submitted in an application for approval. The
government — in particular, the competent
branch of government — shall issue a ruling
within 2 months of the date of the receipt
of the application whether the proposed
transaction is subject to approval. In case
the proposed transaction requires approval,
the application for the advanced ruling will be
deemed as the application for the approval.

e What are the consequences foreseen

in the event of non-compliance with the
referred restrictions or limitations on
foreign investment?

Infringements of the InvKG may lead to
criminal liability. l.e. closing a transaction
without an approval or an advanced ruling
or not adhering to the conditions set forth
in the approval (in case the approval is
conditioned), may lead to a criminal liability
with a sentence up to 1-year imprisonment.

Transactions that are closed despite not
having obtained the approval are deemed
void as the approval is deemed a condition
precedent to closing. In such case, the
closing would be deemed void and the
assets or shares would not be considered
as transferred to the buyer.

Final note: in this article, we comment on the
current available draft of the InvKG. Changes
to this draft are, therefore, not excluded
since the law-making process is pending at
the time of this article. |}
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Igor Letica - Associate

SAJIC Banja Luka, Bosnia and Herzegovina
Collaborating Firm of Andersen Global

0 Has the government adopted any
restrictions on foreign investment during
the COVID-19 crisis? What is the extension
foreseen for the applicability of such
measures? What are the sectors and the
investment transactions affected or limited
by the measures?

The legal regime of foreign investment in
Bosniaand Herzegovina during the pandemic
caused by spread of the new coronavirus,
i.e. the COVID-19 crisis, is not subject to any
restrictions or limitations imposed by public
authorities.

Foreign investors continue to enjoy national
treatment, which means that they have the
same rights and obligations as residents
of Bosnia and Herzegovina. In accordance
with domestic laws, foreign investors during
the COVID-19 crisis may establish a legal
entity in Bosnia and Herzegovina under
the same conditions as those applicable
to domestic investors, in accordance with
the provisions of the laws and by-laws
governing companies and other positive
legal regulations of Bosnia and Herzegovina
and its entities. There are no any additional
requirements or limitations when it comes
to transactions related to establishment of a

oreign investors continue

to enjoy national treatment,
which means that they have
the same rights and obligations

* e e o e e e ¢ ggresidents of Bosnia and

Herzegovina
govindyy

legal entity or investment in the existing legal
entity in Bosnia and Herzegovina in a relation
with COVID-19 crisis.

A foreign investor has also the right to
invest and reinvest the gains in any sector
of economic or non-economic activities in
Bosnia and Herzegovina, in the same form
and under the same conditions as those
required for domestic investors even during
CQOVID-19 crisis. Further, rights of a foreign
investors to convert the national currency into
any freely convertible currency for payments
related to their investment and to transfer
the funds resulting from their investment in
Bosnia and Herzegovina, are not a subject to
any restrictions. Also, there are no restrictions
connected with the COVID-19 crisis in the
right to acquire ownership on immovable
property in Bosnia and Herzegovina. A
foreign investment are exempt from the
payment of duties and customs taxes, in
accordance with the provisions of the laws
governing the customs policy in Bosnia and
Herzegovina.

However, foreign investors are affected by
the Decision of Council of Ministers of Bosnia
and Herzegovina on proscribing additional
conditions for the entry of foreigners in Bosnia

>
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and Herzegovina. Primarily, there was a
prohibiton of entry for foreigners coming from
certain areas with intensive transmission of
coronavirus. In the interim, the decision was
changed, and now it prohibits the entry of
foreigners in Bosnia and Herzegovina, with
certain exceptions which, among others,
include entry of a foreigner who have been
granted permanent or temporary residence
in Bosnia and Herzegovina, as well as entry
due to the business activites in Bosnia
and Herzegovina. Before abovementioned
change of the decision, the right of foreign
investors to freely employ foreign employees
was de facto suspended, because there
was no exception for entry in Bosnia and
Herzegovina due to the business activites.

e What is the procedure foreseen to
obtain permission to carry out the restricted
or limited investments, if any? Are there
any other relevant requirements to be
considered by potential foreign investors?

Because there are no restrictions introduced
by public authorities strictly regarding foreign
investments, no additional permissions are
required to carry out investments in Bosnia
and Herzegovina. However, a foreigner

W

who enters Bosnia and Herzegovina due
to the business activites must have an
invitation from a legal entity from Bosnia and
Herzegovina that hires him and a certificate
of negative test for SARS-CoV-2 virus, not
older than 48 hours from the moment of
entry.

e What are the consequences foreseen
in the event of non-compliance with the
referred restrictions or limitations on
foreign investment?

As mentioned, there are no restrictions or
limitations on foreign investment in Bosnia
and Herzegovina due to the COVID-19 crisis.

When it comes to restriction on entry in the
state, if a foreigner does not meet conditions
and requirements proscribed in the Decision
of Council of Ministers of Bosnia and
Herzegovina, the Border Police of Bosnia
and Herzegovina willissue a decision refusing
entry in accordance with the Law on Aliens.

In conclusion, Bosnia and Herzegovina
has remained in line with the liberal model
of the foreign investment regime in order to
further attract investment in all areas of the
economy. ]
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Veronika Hadjieva - Partner

Kambourov & Partners, Bulgaria
Collaborating Firm of Andersen Global

o Has the government adopted any

restrictions on foreign investment during
the COVID-19 crisis? What is the extension
foreseen for the applicability of such
measures? What are the sectors and the
investment transactions affected or limited
by the measures?

The legislation adopted by the Bulgarian
government has not imposed any restrictions
on foreign investment during the COVID-19
crisis.

eWhat is the procedure foreseen to

10

obtain permission to carry out the restricted
or limited investments, if any? Are there
any other relevant requirements to be
considered by potential foreign investors?

The Bulgarian legislation does not establish
any limitations or restrictions towards foreign
investors (irrespective of the investor’'s
nationality) to acquire share capital in
companies registered in Bulgaria or to
establish companies in Bulgaria (irrespective
of the scope and sector of activities of the
company).

Further, Bulgarian law provides for equal
treatment, possibilities for access, promotion

he Bulgarian legislation does

not establish any limitations
or restrictions towards foreign
investors. Further, Bulgarian law
provides for equal treatment,
possibilities for access, promotion
and protection of all investments
notwithstanding their origin 5y

and protection of all investments (investors)
notwithstanding their origin. Bulgarian law
generally does not establish preferential
policies or regimes or any other measures
that may lead to more favourable position
of certain investors compared to others.
All such polices, that may potentially be
implemented for some reasons, fall within
the scope of state aid regulation. Bulgarian
legislation does not establish any special
foreign investment approval / screening
mechanisms.

Offshore Companies Act

The Offshore Companies Act establishes
an exception from the general principle for
non-restricted access of all foreign investors.
According to this Act, companies registered
in preferential tax treatment jurisdictions
and the persons controlled thereby shall
not, directly and/or indirectly, participate
in companies operating in the businesses
listed in the law.

On 11 April 2019 Regulation (EU) 2019/452
of the European Parliament and of the
Council of 19 March 2019 establishing a
framework for the screening of foreign direct
investments into the Union (“FDI Regulation”)

>
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entered into force. However, the provisions
of the FDI Regulation will only apply as of
11 October 2020, i.e. 18 months after its
entry into force. Investments that have not
been subject to screening and that were
completed before 10 April 2019 will not be
subject to the provisions of the Regulation.
Investments completed after that date may
still be subject to screening based on Article
7 of the Regulation, even if the provisions
of the Regulation will only apply as of 11
October 2020.

Member States remain free to decide
whether or not to put in place a national
screening mechanism. Therefore, Member
States without a review mechanism (like
Bulgaria) will not be under an obligation to
adopt one.

e What are the consequences foreseen
in the event of non-compliance with the
referred restrictions or limitations on
foreign investment?

There is no general requirement for foreign
companies to establish a local entity in
Bulgaria in order to conduct their business.
This might, however, appear necessary for
tax or organisational reasons.There is also
no general limitation of foreign investor
shareholding in local companies.

Foreign investment companies are subject
to the general requirements of Bulgarian law
in terms of their incorporation, corporate
organisation, forms and governance. There
are no sector specific regulations in this
regard.

In general, the legal framework in relation to
the protection and encouragement of the
foreign investments introduces a system of
promotion measures and legal provisions
provided in the:

(i) EU legislation:

e Regulation (EU) No 651/2014 of 17
June 2014 declaring certain categories of
aid compatible with the internal market in
application of Articles 107 and 108 of the
Treaty (‘Regulation (EU) No 651/2014);

* Regulation (EU) 2017/1084 of 14 June
2017 amending Regulation (EU) No
651/2014;

(i) Bulgarian legislation:
* The Investment Promotion Act (‘IPA’);

¢ The Rules for Application of the Investment
Promotion Act (‘RAIPA);

The IPA regulates the terms and procedures
for the promotion and protection of
investments as well as the competent
authorities that govern and supervise these
investments. The IPA introduces a system of
promotion measures for initial investments in
tangible and intangible fixed assets and the
related new employment.

Classification of Investments

The Bulgarian legislation introduces the
investment  certification  approach. In
accordance with IPA, depending of the size
of the investment, the economic sector
and the region of the country where the
investment is implemented, investors may
apply for a certificate for class promaotion
of their investment (Class A or Class B) or a
certificate for Priority Investment Project.

The investments should meet the following
cumulative criteria:

(i) should be connected with the creation of a
start-up enterprise or expanding an existing
enterprise/business activity; >
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(i) investments should take place in one of
the following economic sectors: industrial
sector, manufacturing or in the services
sector as high-tech activities in the field of
the information technology and services;
education; scientific research, human health
and medical care services, warehousing and
support activities for transportation;

(i) the revenues from the investment project
should be at least 80% of the total revenues
of the company;

(iv) the investment should be maintained for
at least five years (three years for SMEs);

(v) the term for implementation of the
investment should be up to three years;

(vi) the amount of investment for the project
should be no less than BGN 10,000,000
for Class A and BGN 5,000,000 for Class
B investment projects. This threshold could
be reduced for investments in economically
disadvantaged regions and for investments
in high-tech activities of the industrial and
service sectors.

Priority projects are investment projects that
relate to all sectors of the economy and
are particularly important for the economic
development of the country and its regions.
These projects need to meet the minimum
requirements for an investment amount of
BGN 100 million and 200 jobs.

These requirements can be reduced in
certain cases (for ex. In high-tech and
knowledge-based services, as well as in
high-tech activities in manufacturing and
/ or in municipalities with high levels of
unemployment).

Authority
investments

responsible  for  foreign

There is no single authority in Bulgaria
designated and empowered to regulate
foreign investments. There isanagency to the
Ministry of Economy called - InvestBulgaria
Agency, Its purpose is, however, to promote
Bulgaria as an investment destination
and to provide investors with information.
InvestBulgaria Agency is not a regulatory
authority.

Foreign investments (investors) are subject
to regulation by the general established
authorities in Bulgaria, such as:

e tax issues are regulated by the National
Revenue Agency;

® energy sector is regulated by Energy and
Water Regulatory Commission;

¢ banking and finance sector — by Bulgarian
National Bank and Financial Supervision
Commission;

e employment issues — by General Labor
Inspectorate Executive Agency, etc. ]
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Ilvna Medic¢ - Managing Partner

KALLAY & PARTNERS Itd, Croatia
Collaborating Firm of Andersen Global

Has the government adopted any
restrictions on foreign investment during
the COVID-19 crisis? What is the extension
foreseen for the applicability of such
measures? What are the sectors and the
investment transactions affected or limited
by the measures?

According to our knowledge and available
information, Croatian government has not
yet adopted any restrictions on foreign
investment during COVID-19 crisis, so we
could only assume that Croatia will try to
follow and comply with the recently issued
Guidance to the Member States of the
European Union concerning foreign direct
investment and free movement of capital
from third countries, and the protection
of Europe’s strategic assets, ahead of the
application of Regulation (EU) 2019/452
(further: Guidance).

As the previously mentioned Guidance
states, 14 EU Member states have already
started applying screening mechanisms for
foreigninvestments and some of the rules and
points defined in the upcoming Regulation
2019/452 of the European Parliament and of
the Council of 19 March 2019 establishing a
framework for the screening of foreign direct
investments into the Union (further: FDI

Croatian government has not
yet adopted any restrictions
on foreign investment during
COVID-19 crisis and will try

to follow and comply with the
recently issued Guidance to the
Member States of the European
Union concerning FDI

Screening Regulation) which will be in force
as of October 2020. However, Croatia still
has a low level of limitations when it comes
to direct foreign investments, but given the
mentioned Guidance and the FDI Screening
Regulation it is expected to have some
changes in the existing or new regulations
further defining the processes from the
directly applicable FDI Screening Regulation
mentioned above, once it is in force.

It is also important to keep in mind that,
in case a foreign investment does not
undergo a national screening process, the
FDI Screening Regulation stipulates that
Member States and the Commission may
provide comments and opinions within 15
months after the foreign investment has
been completed.

This can lead to the adoption of measures
by the Member State where the investment
has taken place, including the necessary
mitigating measures. In practice, a foreign
investment completed in 2020 could be
subject to ex post comments by Member
States or opinions by the Commission as
from 11 October 2020 (date of full application
of the FDI Screening Regulation) and until
June 2021 (15 months after completion of
the investment). >
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eWhat is the procedure foreseen to

obtain permission to carry out the restricted
or limited investments, if any? Are there
any other relevant requirements to be
considered by potential foreign investors?

The Guidance states that those Member
States that currently do not have a
screening mechanism, or whose screening
mechanisms do not cover all relevant
transactions, should set up a full-fledged
screening mechanism and in the meantime
to consider other available options, in full
compliance with Union law and international
obligations, to address cases where the
acquisition or control of a particular business,
infrastructure or technology would create
a risk to security or public order, including
health security, in the EU.

Given that there are no restrictions or
limitations introduced because of the
COVID-19 situation, we could assume that
Croatia will follow the above mentioned
Guidance and that there will be changes
made in the existing laws or new ones
adopted regarding this issue.

e What are the consequences foreseen

14

in the event of non-compliance with the
referred restrictions or limitations on
foreign investment?

Croatian government has not adopted any
restrictions on foreign investment during the
COVID-19 crisis yet. This is a consequence
of the past situation whereas after
experiencing a period of growth in 2005-
2008, foreign direct investment inflows to
Croatia collapsed as an effect of the global
economic crisis (the tourism sector was
particularly affected). Since then, foreign
direct investment flows have been struggling
to return to their pre-crisis levels. Having that
in mind Croatia is in general open to foreign

investment. The government has committed
itself to increasing foreign investment and has
taken measures to improve the investment
climate in the country. To accomplish this,
it has implemented tax reductions and
employment incentives for manufacturing,
technology centres and support services.
Amongst the main measures enacted by the
government are:

e Equal treatment of nationals and foreigners
¢ | ow company administrative fees
e | aws protecting intellectual property

e All measures were enacted to create an
attractive framework for investors and to
make Croatia a trusted foreign investment
recipient.

Croatia still faces a number of challenges
to gain competitiveness and attract more
foreign investments:

¢ Vulnerability of the national economy
because of its dependence on the
economic situation of the European Union

¢ The administrative and judicial system is
slow and needs improvement

e A high level of public debt despite tax
reforms in the recent past

e Structural weaknesses, including an
imbalance in current payments, significant
private external debt and a trade deficit

Having all aforesaid in mind, it is expected
that Croatia acts on it given that the above
described Guidance calls for Member states
of EU that yet do not have any mechanisms
or restrictions to regulate the process of
addressing risks when it comes to foreign
investments. [l
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he Cypriot government

has not adopted any
restrictions with regards to
foreign investment during the

o o e o e e o ¢ pnandemic. Cyprus will follow

Regulation 2019/452 relating to
the screening of foreign direct
investments into the EU

Nicky Xenofontos Fournia - Legal Advisor

Andersen in Cyprus
Member Firm of Andersen Global

o Has the government adopted any
restrictions on foreign investment during
the COVID-19 crisis? What is the extension
foreseen for the applicability of such
measures? What are the sectors and the
investment transactions affected or limited
by the measures?

To the best of our knowledge and information
available from the official governmental
websites, the Cypriot government has not
imposed or adopted any restrictions with
regards to foreign investment during the
pandemic. It is safe to assume that Cyprus
will follow Regulation 2019/452 relating to
the screening of foreign direct investments
into the EU. On the contrary, Cyprus has
actually adopted and implemented various
measures to boost and ‘jump start’ the
economy in an attempt to tackle the side
effects and negative consequences as a
result of the COVID-19 crisis.

In summary, the measures announced have
five main strands as follows:

(i) Improving the liquidity of both businesses
and the self-employed

(i) Stimulating new investments

(i) Accelerating
projects

existing development

(iv) Boosting the tourism industry and
(v) Strengthening the agricultural sector

Detailed information can be found in our
local website.

eWhat is the procedure foreseen to

obtain permission to carry out the restricted
or limited investments, if any? Are there
any other relevant requirements to be
considered by potential foreign investors?

Considering that there are no restrictive
measures in place due to the pandemic,
it can be safely assumed that Cyprus will
follow the guidance in the aforementioned
Regulation.

e What are the consequences foreseen
in the event of non-compliance with the
referred restrictions or limitations on
foreign investment?

Again, since there are no restrictive measures
in force, there cannot be any consequences.

>
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General Information on
Investments in Cyprus

Foreign

Cyprus ranked 8th out of the top 20 countries
globally in the Global Finance magazine’s
‘FDI Superstars 2018’ for Foreign Direct
Investments (FDI) performance and appeal.

Cyprus is now attracting significant inflows
of foreign investments from countries
like the US, Asia, Russia, and the Middle
East. Cyprus’ enhanced credit ratings by
international credit rating agencies, the
successful recapitalisation of its major banks
and recent government bond issues raising
over €5 billion in the international markets
tied with the many large-scale projects, have
contributed to Cyprus’ renaissance as a top
FDI destination.

Over €10bIn of FDI has been deposited
in Cyprus over the last 6 years, the most
important being the recapitalization of
the banks, major acquisitions in the
pharmaceutical and retail industries with
major foreign investors entering the market,
investments in hotel and leisure the most
significant being the €0,5bin investment in
the integrated casino resort. Additionally,

there have been new investors moving into
the health and education sectors.

Global investors or organisations looking to
set up in a particular country need to have
support from local sources in the legal,
accounting and human resource sectors
and services. Cyprus offers all such services
to an exceptional standard.

The recent gas findings are encouraging and
some of the big names in the industry have
already set up operations on the island. Apart
from the gas findings, the educational sector
has also created opportunities, making
Cyprus aregional centre for attracting foreign
students from around the globe.

Cyprus is well — known for being an ideal
location to establish a business presence,
combining an ideal climate, business and
culture mindset with plenty benefits to foreign
investors including their family members.
Apart from financial stability, a gateway to
Europe and the Middle East, Cyprus offers a
high quality standard of living.

We encourage everyone to explore and
make the most of our uniqueness. .
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Dr. Hermann Knott - Partner

Andersen in Germany
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o Has the government adopted any
restrictions on foreign investment during
the COVID-19 crisis? What is the extension
foreseen for the applicability of such
measures? What are the sectors and the
investment transactions affected or limited
by the measures?

German Law on FDI screening is provided for
in two different legal instruments, the German
Foreign Trade Act (AuBenwirtschaftsgesetz
— the ‘Act’) and the German Foreign Trade
Regulation (AuBenwirtschaftsverordnung
— the ‘Regulation’). In the wake of the
COVID-19 crisis, the German Federal
Government proposed a Draft Bill on the
reform of the Act. The Draft Bill must still
pass the legislative procedure.

The purpose of this Draft Bill consists
in making the German FDI screening
mechanism more efficient and in adapting
it to the Regulation (EU) 2019/452 of 19
March 2019 establishing a framework for
FDI screening in Europe. While this reform is
also intended to prevent a sell-out of critical
assets and technology that may be acquired
at a discounted price from previous owners
who may face financial difficulties resulting
from the Coronavirus crisis, the German

he German Federal

Government adopted
an amendment by which
investments in businesses
involved in the public
communications infrastructure
and in the health sector fall within
the scope of the catalogue of
investments which need to be
notified in advance

Federal Government is well aware of the
importance of FDI for the German economy.
The first aspect of the reform is that German
national investment screening may include in
future, in addition to public order or public
security of the Federal Republic of Germany,
a ‘foreseeable interference’ with public order
or with the security of another Member
State of the European Union or in relation to
projects or programs of Union-wide interest.

The standard of review is also lowered since
the previous standard of a concrete and
considerable endangerment of the public
order or security (tatsdchliche und schwere
Gefahrdung) is replaced by the new standard
of a prospective impairment (voraussichtliche
Beeintrachtigung). This change is intended
to provide the German screening authorities
with more margin of maneuver.

The second aspect relates to the concept
of extending the prohibition to implement
a transaction before having obtained FDI
clearance (Vollzugsverbot) to all kinds of
transactions which need to be notified under
the applicable legal scheme.This aspect of
the reform is intended to close a loophole
in the enforcement of the German screening
mechanism which previously consisted

>
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in the risk of a factual implementation
of a transaction before the screening
proceedings had been completed. Such a
factual implementation would undermine
the underlying rationale of the screening
proceedings which is to avoid that critical
technologies are diverted in the meantime
and a prohibition of the transaction at the
end of these proceedings amounts to a
toothless tiger.

This prohibition to implement the transaction
prior to FDI clearance has a significant
impact on completing a transaction under
ordinary contract law. Accordingly, the
transaction is  provisionally ineffective
(schwebend unwirksam) until the completion
of the screening procedure. This legal
classification also has an impact under public
(administrative) law and is consequently
accompanied by specific administrative
prohibitions to implement the transaction.
Observance of such administrative rules is
subject to penalties under criminal law.

On 20 May 2020, the German Federal
Government adopted an amendment to the
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Regulation which is in force since 3 June
2020.

According to this amendment investments
in businesses which are involved in the
public communications infrastructure and in
the health sector such as pharmaceuticals,
medical products, in vitro diagnostics and
protective equipment fall within the scope of
the catalogue of investments which need to
be notified in advance where the threshold of
par-ticipation of 10 % of the voting rights is
met. In particular the following products and
businesses are affected:

e business that provides services which
are necessary to ensure the fault free
and functioning of state communication
infrastructures within the meaning of the
BDBOS Act or

e personal protective equipment within the
meaning of Article 3(1) of Regulation (EU)
2016/425 of the European Parliament and
of the Council of 9 March 2016 on personal
protective equipment and repealing Council
Directive 89/686/EEC (OJ L 81, 31.3.2016,
p. 51) or

® pusiness that develops, manufactures or
places on the market medicinal products
which are essential for ensuring the provision
of health care for the population within the
meaning of Section 2 Paragraph 1 of the
German Medicines Act, including their
starting materials and active ingredients, or
is the holder of a corresponding marketing
authorization or

* business that develops or manufactures
medical devices within the meaning of the
medical device law which are intended
for the diagnosis, prevention, monitoring,
prediction, prognosis, treatment or alleviation
of life threatening and highly contagious
infectious diseases or >
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* in vitro diagnostic medical devices within
the meaning of the law on medical devices
which are used to provide information on
physiological or pathological processes
or conditions or to determine or monitor
therapeutic measures in connection with life
threatening and highly contagious infectious
diseases.

9 What is the procedure foreseen to
obtain permission to carry out the restricted
or limited investments, if any? Are there
any other relevant requirements to be
considered by potential foreign investors?

The Federal Ministry for Economic Affairs
and Energy may decide that it excercises
its power of review only within three months
from the notification. The formal review
procedure may only last four months.

In order to obtain legal certainty, the investor
may request a binding certificate of non
objection.

If the Federal Ministry for Economic Affairs
and Energy does not open formal review
procedures within two months from this
request, the certificate of non objection is
deemed to be granted.

9 What are the consequences foreseen

in the event of non-compliance with the
referred restrictions or limitations on
foreign investment?

Fines of up to EUR 500.000 are possible.
According to the Draft Bill the transaction
will be provisionally ineffective (schwebend
unwirksam) until the screening procedures
are terminated. The Draft Bill also foresees
an extension of the prohibition to implement
the transaction before having obtained
FDI clearance (Vollzugsverbot) to all kinds
of transactions which need to be notified.
The observance of this prohibition shall be
accompanied by penalties under criminal

law. |l
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Dimitra Gkanatsiou - Senior Associate

Andersen Legal in Greece
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0 Has the government adopted any
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restrictions on foreign investment during
the COVID-19 crisis? What is the extension
foreseen for the applicability of such
measures? What are the sectors and the
investment transactions affected or limited
by the measures?

The COVID-19 crisis has accelerated the
adoption of new and stricter foreign direct
investment (FDI) rules and has resulted in an
ever-increasing legal uncertainty for potential
foreign investors. Since the beginning of the
COVID-19 crisis, several jurisdictions have
introduced additional FDI restrictions, and
various other jurisdictions are discussing the
implementation of additional FDI restrictions.

However, the Greek government has not
adopted specific restrictions on foreign
investments during the COVID-19 crisis.
That practically means that foreign investors
doing business in Greece continue to receive
the same treatment during the COVID-19
crisis as before the crisis, according to the
national rules. Furthermore, no restrictions
have been imposed in regards to the foreign
investors who are interested to invest in
Greece during the COVID-19 pandemic.

G reek government has not
adopted specific restrictions
on foreign investments during the
COVID-19 crisis. Foreign investors
doing business in Greece continue
to receive the same treatment
during the COVID-19 crisis as
before the crisis, according to the
national rules

Notwithstanding the above, the necessary
measures received worldwide for the
limitation of the spread of coronavirus have
resulted indirectly to the restriction of the
foreign investments in Greece, especially in
the sectors of the real estate market (golden
visa programs) and tourism, which are
affected the most. Nevertheless, according
to experts, Greece and other countries that
handled the COVID-19 threat with the most
successful antiepidemic policies are more
likely to be the focus of investors’ interest
once the current health crisis is over.

Considering the above, today more than
ever Greece’s and the whole EU’s openness
to foreign investment needs to be balanced
by appropriate screening tools, so that the
increased risk of Third Countries’ attempts
to acquire increased control on crucial
sectors of the industry (mainly healthcare
related industries) via FDI, is limited (if not
eliminated). For this purpose, on March
26, 2020, the Commission issued a new
Guidance to the Member States (Official
Journal ofthe EU: 2020/C 991/01) concerning
FDI and free movement of capital from third
countries, and the protection of Europe’s
strategic assets, ahead of the application
of Regulation (EU) 2019/452 (FDI Screening

>
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Regulation), without undermining the EU’s
general openness to foreign investment.

Within the EU, for the moment, national law
on FDI takes precedence. However, from
October 2020 the European Commission
will be entitled to send comments to
Member States on transactions to which
the relevant national government must give
due consideration, and may feel they need
to have a good reason to arrive at a different
conclusion from the EC.

In light of the above, we may conclude that
Greece has not yet a high level of limitations
concerning FDI but given the mentioned
Guidance and the Regulation it is expected
to follow the European Commission’s rules
and guidelines.

e What is the procedure foreseen to obtain
permission to carry out the restricted
or limited investments, if any? Are there
any other relevant requirements to be
considered by potential foreign investors?

As stated above, there are no restrictions on
foreign investments adopted by the Greek
government during the COVID-19 crisis. The
general policy of the Greek government was
to set the country at a lock down, phase that
lasted almost two months. That measure
minimized the spread of the virus but also
halted most of the business activities (except
e-commerce, that flourished) and local
investments. On the field of investments,
both domestic and foreigners, activities are
practically postponed for the period when
the pandemic will be officially declared over.
However, all major strategic investments are
encouraged by the Greek government to
proceed as originally planned.

Furthermore, the European Commission by
the said guidance calls upon those Member
States that currently do not have a screening

mechanism, orwhose screeningmechanisms
do not cover all relevant transactions, to set
up a full fledged screening mechanism and
in the meantime to consider other available
options, in full compliance with Union law and
international obligations, to address cases
where the acquisition or control of a particular
business, infrastructure or technology would
create a risk to security or public order,
including health security, in the EU. In view
of the above, it is probable that the Greek
government will follow the above-mentioned
Guidance, therefore amendments are likely
to be adopted in existing or new legislation,
in regards with the issue.

That remains to be seen...

e What are the consequences foreseen

in the event of non-compliance with the
referred restrictions or limitations on
foreign investment?

As previously mentioned, there are no
restrictions or limitations on  foreign
investment in Greece as a repercussion of
the COVID-19 crisis.

However, the compliance or non-compliance
of the Greek government to the European
Commission’s rules and guidelines s
something to be seen. In any case, the
need of the country for openness to foreign
investments is essential for its economic
growth, competitiveness, employment and
innovation.

Every course of action will certainly be judged
by its result, when the time comes for Foreign
Investors to submit a binding interest in any
of the large Greek privatization projects.
Therefore, only then the consequences of
the compliance or non-compliance of the
Greek government to any restrictions on
foreign investment will be evaluated. |l
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o Has the government adopted any
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restrictions on foreign investment during
the COVID-19 crisis? What is the extension
foreseen for the applicability of such
measures? What are the sectors and the
investment transactions affected or limited
by the measures?

In the period of the extraordinary legal
order (i.e. the “state of danger”) introduced
in Hungary in view of the COVID-19 crisis,
the Hungarian Government was entitled
to suspend the application of higher level
legal (statutory) provisions and deviate
from statutory provisions by way of passing
Government Decrees.

Pursuant to such powers, the Government
passed Government Decree 227/2020
and made the acquisition of foreign stakes
in so-called strategic companies pending
ministerial acknowledgment with effect
from 26 May 2020. Due to the termination
of the state of danger on 18 June 2020,
the Government Decree too ceased to be
in force. However, on the exact same day,
the Hungarian Parliament enacted a law on
the maintenance of measures restricting the
acquisition of foreign shareholdings (Act LVIII
of 2020).

he Hungarian Parliament

enacted a law on the
maintenance of measures
restricting the acquisition of
foreign shareholdings. The
restrictions introduced by law will
remain in force until December
2020 and apply to Hungarian
strategic companies operating in
specific sectors 5y

The law preserved the provisions of
the Government Decree with some
amendments, i.e. transactions resulting

in the acquisition of shares of a strategic
company between 26 May and 17 June and
transactions concluded on or after 18 June
are not governed by the exact same rules.

The restrictions introduced by law will remain
in force until 31 December 2020 and apply
to Hungarian strategic companies operating
in the following sectors: energy, transport,
communications, chemical industry, trade,
tourism, production of various equipment,
devices, raw materials, healthcare, certain
agricultural, construction activities, utilities,
transport, transportation services, temporary
staffing, and information  technology
services. The list of affected sectors may be
amended by Government Decree pursuant
to a statutory authorization.

The restrictions apply to the acquisitions of
shares in a strategic company with a value
of at least HUF 350 million and conferring a
majority influence on a legal entity or a natural
person established in or being a citizen of
an EEA Member State or Switzerland, or
conferring at least a 10% influence on a legal
entity or a national investor registered in or

>
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being a citizen of a third country, or an EEA
Swiss legal entity in which a third country
has a direct or indirect majority shareholding.
In the latter case, any further acquisition by
which the investor achieves a 15%, 20% or
50% influence requires additional ministerial
acknowledgment.

e What is the procedure foreseen to obtain
permission to carry out the restricted
or limited investments, if any? Are there
any other relevant requirements to be
considered by potential foreign investors?

A legal transaction aimed at acquiring a

shareholding affected by the restriction
may not take effect until ministerial
acknowledgment has been issued i.e.

an investor may not be registered in the
share register or register of members of the
strategic company and may not exercise
ownership rights emanating from the
acquirable shareholding. In view of this, in
such a transaction signing and closing are
always separated.

"’

The Ministry designated for issuing the
acknowledgment is the Ministry of Innovation
and Technology. A foreign investor shall
submit the request for acknowledgment
electronically within 10 days of concluding
the legal transaction; legal representation is
mandatory.

The notification shall include information on
the investor (if the investor is a legal entity,
data on its ownership structure and UBO), a
detailed description of the transaction, and
relevant circumstances of the transaction
with transaction documents attached. The
Ministry may request additional information
at its discretion.

The Ministry shall issue its decision within 30
days of the submission of the application;
this period may be extended by the Ministry
by 15 days under certain justified cases. The
Ministry may decide to either approve or
prohibit the acquisition of the shares.

>
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A prohibition may only be justified by
reasons specified by law, such as a violation
or endangerment of the state interests of
Hungary, public security, and public ordet,
in particular the security of the satisfaction
of basic social needs, the investor having
been involved in an activity affecting security
or public order in an EU Member State, a
risk of the investor engaging in illegal or
criminal activity, or the investor being under
the control of a non-EU public administration
(e.g. through financing).

There is a judicial remedy against the
Ministry’s decision on prohibition.

It is important to note that the restrictions do
not only apply to the transaction aimed at the
acquisition of the ownership of a strategic
company, but also to usufruct, bonds
convertible into shares, or legal transactions
aimed at acquiring the right of ownership or
operation of the basic infrastructure (assets)
of the strategic company.

If the transaction is not directed at the
strategic company but at one of its foreign
parent companies, the acquisition of a stake
in the foreign parent company (and through
it, the acquisition of a stake in the Hungarian
strategic company) is exempt from legal
restrictions (i.e. the law has no extraterritorial
effect).

e What are the consequences foreseen

24

in the event of non-compliance with the
referred restrictions or limitations on
foreign investment?

Failure to comply with the restrictive rules will
result in severe legal consequences. In case
of failure to notify, the Ministry may impose
an administrative fine on the investor of up
to twice the value of the transaction, but
at least amounting to 1% of the annual net

sales of the strategic company if the investor
is a legal person and at least to HUF 100,000
if the investor is a private individual.

In addition, any undeclared transaction or
any transaction which has been declared but
in respect of which the Ministry has issued a
prohibition shall be deemed invalid (i.e. not
capable of producing legal effects). [}
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Francesco Inturri - Partner

Andersen in ltaly
Member Firm of Andersen Global

o Has the government adopted any
restrictions on foreign investment during
the COVID-19 crisis? What is the extension
foreseen for the applicability of such
measures? What are the sectors and the
investment transactions affected or limited
by the measures?

The Italian Government has not issued
specific rules providing for restrictions on
investments from foreign companies.

The main Decree-laws, produced to deal
with the crisis, were aimed at safeguarding
all the main players in the national economy
and providing the necessary liquidity to meet
short-term commitments.

The Decree-law no. 34/2020 called “Rilancio”
also provided for measures to safeguard the
national economy from possible acquisitions
by foreign investors, who could use the crisis
situation to acquire large companies with
historic brands.

The reasons for this measure are in line
with the Guidance to the Member States
concerning foreign direct investment and free
movement of capital from third countries, and
the protection of Europe’s strategic assets,
ahead of the application of Regulation (EU)
2019/452 (FDI Screening Regulation).

he Italian Government has not

issued specific rules providing
for restrictions on investments
from foreign companies. Instead,
it will be the task of companies
with brands considered historical
and of national importance to
inform the Government of their
divestment plans,,

On the other hand, the Government has
also established, with the “Rilancio” Decree,
measures to encourage investment in
companies under ltalian law, including those
controlled by foreign investors.

In order to improve the balance sheet of
companies with revenues of between 5 and
50 million euros that, due to the emergency
situation, have seen a reduction in their
operating profitability of more than a third
compared to the same period last year, was
introduced a new capital contribution tax
credit.

The tax credit is granted to parties who
contribute resources to companies that
have approved a capital increase of more
than 250,000 euros and is equal to 20%
of the contributed capital, calculated on a
maximum of 2 million euros.

In order to avoid opportunistic situations,
the investment must be held until the end of
2023 and the company must not distribute
resources until that date. It is also essential
that the company is not in difficulty and that
it complies with all regulatory provisions and
various tax requirements.
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If the company has approved the capital
increase as a result of losses, it is entitled
to a tax credit equal to 50% of the losses
exceeding 10% of shareholders’ equity, up
to a maximum of 30% of the capital increase
carried out.

The short / medium term forecast is the
contrast between the right of foreign investors
to obtain fair and equitable treatment and the
above-mentioned reasons of nation states.

e What is the procedure foreseen to obtain

26

permission to carry out the restricted
or limited investments, if any? Are there
any other relevant requirements to be
considered by potential foreign investors?

Since there are no real restrictive measures,
foreign investors do not have to follow any
procedure to obtain permitsto operatein ltaly.
Instead, it will be the task of companies

with  brands considered historical and
of national importance to inform the
Government of their divestment plans.

e What are the consequences foreseen

in the event of non-compliance with the
referred restrictions or limitations on
foreign investment?

As there are no such restrictions or
indications, nor are there any consequences
for non-compliance with them. i
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Raphael Collin - Partner

CM Law, Luxembourg
Collaborating Firm of Andersen Global

Has the government adopted any
restrictions on foreign investment during
the COVID-19 crisis? What is the extension
foreseen for the applicability of such
measures? What are the sectors and the
investment transactions affected or limited
by the measures?

On 7 May 2020, a draft law has been
submitted to the Luxembourg Parliament
establishing a framework for screening
foreign direct investments (FDI) to protect
strategic sectors.

Foreign investment is qualified in the draft
law as being the acquisition by the investor
of a significant influence (holding directly or
indirectly at least 10% of the shares or voting
rights) in an enterprise, part of an enterprise,
or a group of enterprises established in
Luxembourg.

The draft law contains a non-exhaustive list
of relevant factors that may be taken into
consideration to determine whether an FDI
is likely to affect security and public order or
national or European essential interests (the
Screening Factors).

The Screening Factors may include the
potential effects on, inter alia, (i) critical

n 7 May 2020, a draft law

has been submitted to
the Luxembourg Parliament
establishing a framework for
screening FDI to protect strategic
sectors which contains a non-
exhaustive list of factors that may
be taken into consideration to
determine whether an FDI is likely
to affect security and public order
or national or European essential
interests yy

infrastructure (including energy, transport,
water, health, communications, media, data
processing or storage, aerospace, defense,
electoral or financial infrastructure and
sensitive facilities); (ii) critical technologies
and dual use items; (i) supply of critical
inputs (including energy or raw materials); (iv)
sensitive information (including personal data
or the ability to control such information); and
(v) freedom and pluralism of media.

The context and the circumstances of the
FDI may also be taken into consideration,
in particular (i) whether a foreign investor
is directly or indirectly controlled by the
government of a third country, including
through ownership structure or significant
funding; (i) whether the foreign investor has
already been involved in activities affecting
security and public order or national or
European essential interests or (iii) whether
there is a serious risk that the foreign investor
engages in illegal or criminal activities.

Even if the draft law has been motivated by
inter alia the COVID-19 crisis and anticipated
consequences, the application of the law
once entered into force, if any, will not be
limited in time.
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e What is the procedure foreseen to obtain

permission to carry out the restricted
or limited investments, if any? Are there
any other relevant requirements to be
considered by potential foreign investors?

The draft law provides (i) a prior notification
procedure to be carried out by the investor
before making an investment in an enterprise,
part of an enterprise, or a group of enterprises
established in Luxembourg.

e What are the consequences foreseen

in the event of non-compliance with the
referred restrictions or limitations on
foreign investment?

The draft law provides (i) administrative
sanctions (fines, suspension of voting rights,
etc.) and criminal sanctions in case of non
compliance by the investor of the screening
procedure and (i) judicial redress against
screening decisions. ]
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Ana Pepeljugoska Kostovska - Partner

Pepeljugoski, North Macedonia
Collaborating Firm of Andersen Global

o Has the government adopted any
restrictions on foreign investment during
the COVID-19 crisis? What is the extension
foreseen for the applicability of such
measures? What are the sectors and the
investment transactions affected or limited
by the measures?

The contribution of foreign investment in
the last three years in the economies of the
Western Balkans is particularly significant,
because it has affected the technological
progress and knowledge transfer, job
creation, and thus stimulating economic
growth and this was appreciated also by
Republic of North Macedonia.

In the past period a huge part of the economic
policies of the country were focused on
attracting foreign investors, and lastly on
suggestion of the Ministry of Economy
and with the support of all members of the
Government, the Law on Financial Support
of Investments was adopted, which
equalizes the treatment for domestic and
foreign investors, and which in the most
transparent way promotes the benefits
that investors will receive if they decide to
invest in Republic of North Macedonia.

he government didn’t adopt

any measures concerning the
foreign investment during the
COVID-19 crisis, apart from what
was available for the domestic
firms in the implemented
economic measures

Therefore, the situation with the COVID-19
crisis was not a reason for the Macedonian
Government to change anything in the
aspect of the foreign investment. Namely, the
government didn’t adopt any restrictions
on foreign investment during the COVID-19
crisis. In contrary, the economic measures
that were taken by the Government in the
past period for decreasing the economic
effects of the crisis, did not exclude the
foreign investments.

So far, the state has presented three
packages of measures that target both
domestic and foreign companies. Through
the first two sets of measures, intervention
was made to minimize the damage to
the economy, while the third package of
measures is developmental and should help
stimulate personal consumption and the
working of the companies.

The first two sets of measures ensure the
liquidity of both domestic and foreign and
the preservation of jobs, through interest-
free credit lines for micro, small and medium
enterprises, financial support for the payment
of wages or subsidizing contributions. These
measures cover all companies, including
foreign ones, and a total of 110,325
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employees in 17,813 companies were
assisted and supported in April 2020.

Also, with effect until June 30, the customs
rates for 12 products have been reduced by
half, for what the foreign companies can be
interested.

Some of the economic measures are that:
a Decree with legal force was passed for
financial support of private sector employers
affected by the health and economic crisis
caused by the COVID-19virus, due to the
payment of salaries for the months of April
and May 2020, which enabled private sector
companies to seek assistance for payment
of salaries to employees.

Conditions for using financial assistance are:

() the employer-applicant suffered reduction
in total income in April or May which is higher
than 30% of the monthly average of total
income generated in 2019;

(i) the employer - applicant does not pay
dividends to the owners;

(i) at most 10% of the total number of
employees at the employer - applicant to
have an individual net salary over 12,500
denars for the month for which financial
support is requested.

Also, the government in order to mitigate
the effects of the Coronavirus COVID-19
epidemic brought Decision for the period
during the duration of the state of emergency
and three months after the termination of
the duration of the state of emergency, the
funds from the Compensation Funds from
foreign aid in the amount of 492,000,000
denars will be used for direct help by lending
to micro, small and medium enterprises of
all activities.

Regarding agriculture, a Decree with legal
force was adopted on the implementation
of the Law on the Establishment of the
Agency for Financial Support in Agriculture
and Rural Development during the state of
emergency. All deadlines provided by the
relevant law (for deciding on requests for
approval of financial support and payment of
financial support, for concluding contracts
for financial support, etc.) are extended for
60 days after the termination of the state of
emergency.

The deadlines set in the financial support
agreements for realization of the investment-
subject to the contract, cease to run during
the duration of the state of emergency and
continue to run after the expiration of the
duration of the state of emergency, but only
for as many days as they have when stopped
for the emergency situation until the day of
expiration.

Deadlines for submitting requests for
financial support specified in the public
call for submission of requests for financial
support under the IPARD Program 2014-
2020 are postponed during the duration
of the state of emergency and continue
to run after the termination of the state of
emergency for successful implementation of
the started investments and completion of
the necessary documentation.

Additionally, the Government took
on activities that directly support the
investments. Some of them are the following:

e Namely, the government announced the
Public Call for Investment Support that the
companies started during the pandemic
and which will have the courage to invest
additionally by the end of 2020, for which
25% of the total value of the investment will
be covered by the state.
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e The government made a public call
submitting a request for determining the
status of a strategic investment project,
where a strategic investment projects are
considered investments in the amount of
at least 100 million euros for two or more
municipalities, investments of at least 50
million euros in municipalities based in city
and investment projects of at least 30 million
euros in rural municipalities.

¢ Also, in May 2020, the Ministry of Economy
announcedthe beginning of anew investment
cycle in renewable energy sources and
signed agreements with 23 investors for the
construction of photovoltaics on private land
with a total installed capacity of 21 mega.

e And in July 2020, the key news in terms
of investments is the start of operation of the
Macedonian-Dutch company “Glass Flex”
in the Technological-Industrial Development
Zone Tetovo.

It should be highlighted the Organisation for
Economic Co-operation and Development
(OECD) Report on the Western Balkans
stated that the Republic of Northern
Macedonia has the most favorable business
climate in the region, and also has fewer
fiscal risks compared to other countries.
These are the main points for our country
in the OECD report on the Western Balkans
(“Government at a glance: Western Balkans
20207).
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The Council of Foreign Investors and the
Association of Foreign Companies  with
technologically ~ advanced  production,
which functions within the Council, on
multiple occasions participated in proposing
concrete measures to support foreign
companies, proposing measures directly
aimed at preserving jobs, urgent support
to companies in terms of tax breaks and
providing favorable credit lines for large
industrial facilities, as well as measures to
prepare for a speedy recovery.

In this regard, the members of the Council
of Foreign Investors at the Economic
Chamber of R.North Macedonia support the
Government’s efforts to create measures
for all affected companies, but insist in their
creation to be taken into account the positive
multiplier effect of these foreign-investing
companies on reviving economic activity in
the coming period.

Foreign investors united in the Association
of Technologically Advanced Manufacturing
companies are seeking subsidies and direct
financial support from the Macedonian
government in order to overcome the crisis
from which, as they say, they are significantly
affected. Itisabout 25 companies with 28,000
employees that are mainly or predominantly
focused on the automotive industry, which is
globally one of the hardest hit.

The companies openly point out that in
conditions of reduced production and
exports, and without proper state support,
somehow everything can be maintained by
cooperating with employees only for a very
short period of time.

Namely, multinational companies monitor
and analyze the comparative experiences
from the work of their companies in different
countries, hence, this may be one of the

reasons for relocating production to another
country, which offers increased support
for the work of foreign investors, which of
course, can have huge consequences for
the national economy, in terms of reduced
economic activity, reduced production
of sophisticated value-added products,
increased number of unemployed, etc.

9 What is the procedure foreseen to obtain

permission to carry out the restricted
or limited investments, if any? Are there
any other relevant requirements to be
considered by potential foreign investors?

As explained, there are no restricted or
limited investments referring the foreign
investments in Republic of North Macedonia
due to the COVID-19 crisis, therefore there
is no procedure for obtaining permission,
nor are there, any new and related to the
COVID-19 crisis situation, requirements for
foreign investors.

e What are the consequences foreseen

in the event of non-compliance with the
referred restrictions or limitations on
foreign investment?

As explained, there are no restrictions
or limitations on foreign investment at
this moment in the country therefore
there are not any consequences for non-
compliance. In contrary for the whole time
of the COVID-19 crisis the Government of
Republic of North Macedonia did not differ
the foreign investments of the domestic
firms in the taken economic measures and
kept their value as an important part of the
Macedonian economy. [}
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Has the government adopted any
restrictions on foreign investment during
the COVID-19 crisis? What is the extension
foreseen for the applicability of such
measures? What are the sectors and the
investment transactions affected or limited
by the measures?

In response to the current situation
created by COVID-19 epidemic, the Polish
government decided to introduce a special
procedure for controlling acquisitions of
selected companies by entities from outside
the EU / EEA / OECD.

These changes were reflected in one of the
acts of the so-called Anti-Crisis Shield 4.0
- the Act of 19 June 2020 (“the Act”). The
provisions of the Act governing control of
acquisitions of selected companies will enter
into force on July 24, 2020.

The Act provides for a period of 24 months
protection against takeovers of companies
by non EU / EEA / OECD entities, which
could threaten security, public order and
health due to the worsening economic
situation caused by the COVID-19 epidemic.

he Polish government

introduced a special
procedure for controlling
acquisitions of selected
companies by entities from
outside the EU/EEA/OECD.
These changes were reflected in
the Anti-Crisis Shield 4.0 - the
Act of 19 June 2020 and will

enter into force on July 24, 2020,,

The authority provided for this special
protection is the President of the Office of
Competition and Consumer Protection
(“the President”). Investments made by the
following entities outside the EU / EEA /
OECD are subject to control:

* natural persons who are not citizens of an
EU / EEA / OECD Member State, and

e entities other than natural persons, not
possessed a registered office on the territory
of an EU / EEA / OECD Member State for at
least two years (before the date preceding
notification required under the Act).

The special control procedure refers to
companies with a registered office on the
territory of Poland, additionally belonging to
at least one of the following categories:

¢ apubliccompany (listed at stock exchange),

e an entrepreneur who:
() has property disclosed in the list of
facilities, installations, equipment and
services included in the so-called critical
infrastructure;

>
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(i) develops or modifies the certain
types of software (e.g. for plant control,
management, control and automation of
drinking water supply installations, etc.);

(i) provides cloud computing data
collection or processing services, or

(v) conducts the business activity
involving the certain industries specified
in the Act (i.e. the energy, water, food,
telecommmunication, transport and traffic,
health, and military sectors).

Aslong as theincome from sales and services
of these companies in Poland exceeded the
equivalent of EUR 10,000,000 in any of the
two financial years preceding the notification
concerning the planned investment.

e What is the procedure foreseen to obtain
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permission to carry out the restricted
or limited investments, if any? Are there
any other relevant requirements to be
considered by potential foreign investors?

The control proceedings is initiated on the
basis of a notification which the obliged
entities (depending on the type of investment,
it will be: a protected entity, an entity taking
over/acquiring shares or an entity controlling
it) shall submit, in the event of:

e an intention to acquire or achieve a
significant  participation  (in  principle,
reaching or exceeding accordingly the
20% or 40% threshold of the voting rights,
profits entitlement or capital share in case of
partnerships, as well as acquiring or leasing
from the protected entity the enterprise or its
organised part);

¢ an intention to acquire a dominant position
(which can be defined, in general, as the
majority stake identified due to capital,
personal or contractual links); >
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e acquisition or achievement of significant
participation;

e acquisition of dominance towards the
protected entity.

Indirect acquisitions shall also be notified
(the Act lists numerous connections that
may exist between an entity from outside the
EU / EEA / OECD and the actual investor),
as well as subsequent acquisitions (i.e.
resulting from the activities of the protected
entity, e.g. amendments to the articles of
association).

If there are indications of abuse or
circumvention of the law, the proceedings
may also be initiated ex officio. However, ex
officio proceedings cannot be initiated, if 5
years have passed since the acquisition or
achievement of a significant participation or
domination.

The control proceedings is conducted by the
President and consists of two phases:

e preliminary control proceedings (up to 30
days),

e control proceedings (up to 120 days), if the
preliminary proceedings do not give rise to
a decision on the absence of objections to
the investment and the control will have to
continue.

The President objects to the acquisition or
achievement of significant participation or
acquisition of dominance over the protected
entity, if the entity submitting the notification
fails to rectify the formal deficiencies or fails
to provide the required explanations (formal
reasons) or, if the transaction constitutes,
even potentially, the threat for public order,
security, public health or projects of EU
interest (material reasons).

It is worth noting that the Act uses indefinite
phrases in this respect (public order, security,
public health, EU interest), which implies
significant scope of discretionary power of
the President. The decision of the President
may be appealed to the administrative court.

e What are the consequences foreseen

in the event of non-compliance with the
referred restrictions or limitations on
foreign investment?

In principle, if the required notification is not
made or the acquisition is made against
the decision of the President opposing the
acquisition, the achievement of a significant
participation or the acquisition of dominance
shall be null and void.

Acquisition or achievement of significant
participation or dominance by an entity which
has failed to make the required notification
or a person acting on behalf of or for the
favour of such an entity is subject to a fine
of up to PLN 50,000,000 and a penalty of
imprisonment from 6 months to 5 years (the
penalties may be imposed jointly). [}
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0 Has the government adopted any
restrictions on foreign investment during
the COVID-19 crisis? What is the extension
foreseen for the applicability of such
measures? What are the sectors and the
investment transactions affected or limited
by the measures?

So far, no restrictions have been adopted
with regard to the foreign direct investments,
due to the COVID-19 crisis. Furthermore, the
Portuguese Government, the political parties
that support it and the main opposition
parties have not yet claimed for the approval
of such restrictions. Consequently, the
applicable regime remains unaltered and is
reasonable to speculate that it will remain as
such.

Furthermore, the Government is in the
process of implementing several measures,
aimed to promote the internationalisation of
the Portuguese economy, by fomenting the
exports and by trying to attract foreign direct
investment. Here are some examples:

() Financing the fulfilment of international
orders, allowing companies to have liquidity
to meet the demands of foreign customers;

(il Grantingataxbenefittointernationalization;
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No restrictions have been
adopted by the Portuguese
Government with regard to

the foreign direct investments,
due to the COVID-19 crisis.
Consequently, the applicable
regime remains unaltered and is
reasonable to speculate that it
will remain as such

(i) Strengthening of the structural funds
allocated to the digitalization of businesses,
including the fomenting of e-commerce and
digital business matchmaking;
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(iv) Incentives to nearshoring strategies;

(v) One of the measures that the European
Commission took in response to the
pandemic was to allow the coverage of credit
insurance policies to be extended to OECD
countries as well. The global cap available
for Portuguese companies has increased
from 2 to 3 billion.

Foreign Investors may endeavour to
negotiate fiscal contracts, to be approved by
the Portuguese Government, by which there
can be granted tax incentives or benefits
for a period of up to ten years, under the
condition that the investment achieves a set
of goals. The projects must be relevant to
the strategic development of the national
economy, or contribute to boost national
technological innovation and scientific

research, to improve the environment or to
strengthen competitiveness and productive
efficiency.

9What is the procedure foreseen to

obtain permission to carry out the restricted
or limited investments, if any? Are there
any other relevant requirements to be
considered by potential foreign investors?

Since no restrictions were introduced, no
special permissions are required to carry out
investments in Portugal.

The competent authority for the screening
process is the member of Government
who has legal competence to supervise the
strategic assets that the investment can put
at risk. However, it is the Portuguese Council
of Mini