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STRICTER REQUIREMENTS FOR

FOREIGN DIRECT INVESTMENT IN
CENTRAL EUROPE

A much stricter regime for the screening of Foreign
Direct Investment (FDI) into European markets has
recently been instituted at both the European Union (EU)
level as well as at the national level in many EU
countries, including many EU nations in Central Europe.

The EU adopted the FDI Screening Regulation in March
2019 in order to establish a framework for the screening
of investments from non-EU countries that may affect
security or public order. Thereafter, in March 2020, the
European Commission issued official guidance to EU
member states, calling upon them to set up fully-fledged
screening mechanisms to ensure a strong EU-wide
approach to foreign investment screening at the time of
a widespread public health crisis (COVID-19) and
related economic vulnerability. As a result, EU member
states have begun to implement such FDI screening on
a national level.

This means that, going forward, governmental approvals
will be required in many EU jurisdictions for certain types
of foreign investments, and in particular, those which
affect critical industries or infrastructure. While there
have been numerous articles and discussions regarding
these new FDI regimes in countries such as France,
Germany, and other Western European nations, the
purpose of this newsletter is to focus on the new FDI
restrictions which have been enacted in the four major
Central European countries of Austria, the Czech
Republic, Hungary and Poland. These four nations have
historically been very important countries for Japanese
investors and have received a great a deal of FDI from
Japanese companies as well as companies from other
parts of Asia.

Therefore, it will be essential for Japanese and other
international investors seeking to invest into Central
Europe to consider the various FDI screening regimes in
the relevant target countries in order to understand the
specific rules in each country, be aware of the risks to
the successful execution of the planned transaction, and
be able to plan ahead and decide how best to structure
the desired investment.

In this newsletter, the information regarding the new FDI
restrictions in each of the four target countries has been
organized and summarized into the three charts
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attached hereto, which list the relevant FDI-related
issues and rules divided by country. The goal is to
provide a concise and informative summary which will
allow the reader to understand not only the individual
new rules in each country, but also the relevant
similarities and differences across the region. We hope
that this information will allow readers to gain a better
understanding of the impact that these new FDI regimes
may have on their future investment plans in Central
Europe.

The attorneys of the two law firms of Wolf Theiss and
Kitahama Partners have a longstanding relationship and
work together closely to assist Japanese and other
international clients in connection with investments in
Europe and Asia, and they also collaborate on a wide
range of other international commercial legal matters for
the benefit of their clients. In case of any queries
regarding any of the topics addressed herein, please do
not hesitate to contact the following attorneys of the two
respective firms.

WOLF THEISS

Kurt Retter, Partner — Austria
kurt.retter@wolftheiss.com
TEL: +43 1 51510 5240

Tereza Naucova, Counsel — Czech Republic
tereza.naucova@wolftheiss.com
TEL: +420 234 765 257

Janos Toth, Partner — Hungary
janos.toth@wolftheiss.com
TEL: +36 1 4848 800

Jakub Pietrasik, Senior Associate — Poland
jakub.pietrasik@wolftheiss.com
TEL: +48 22 3788 969

KITAHAMA PARTNERS

Jiri Mestecky, Partner - Osaka Office
JMestecky@kitahama.or.jp
TEL: +81-6-6202-9554

Miyako lkuta, Partner — Tokyo Office
Mlkuta@kitahama.or.jp
TEL: +81-3-5219-5151

Ryosuke Naka, Partner - Osaka Office
RNaka@kitahama.or.jp
TEL: +81-6-6202-9616
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Evaluation criteria

Only foreign
investors?

Indirect
acquisitions?

Share deals?

Asset deals?

Financial /
monetary
thresholds?

AUSTRIA

= public order

= public security

YES

YES

YES

YES

exemption for
targets having

fewer than ten

employees and an
annual revenue or
total assets below

EUR 2 mil

CZECH REPUBLIC

= public order
= internal order
= national security
YES
(also applies to
Swiss and non-EU

EEA investors)

YES

YES

YES

NO

HUNGARY

= public order

= pational security

EU/EEA/Swiss
investors also
within full scope

YES

YES

YES

= generally not

= investments
above approx.
EUR 1 mil in
value under the
Temporary
Regime

POLAND

= public order
= public security

= public health

YES

YES

YES

YES

target's revenues
from sales and
services exceeding
in Poland, in any of
the two financial
years preceding
the notification, the
equivalent of EUR
10 mil
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Corporate
thresholds?

Mandatory filing?

Time of filing

Time of review

AUSTRIA

corporate
thresholds start
from 25% of voting
rights and 10% for
certain highly
sensitive industry
fields

YES

after signing, but
before closing —
purchaser must file
application
immediately after
signing of the
agreement or after
announcement of
the intention to
launch a public
takeover bid

up to 3 months
(phase 1), then, in
some cases, up to
further 2 months
(phase I1)

CZECH REPUBLIC

corporate
thresholds start
from 10% of shares
or votes

YES

before signing —
though this is not
entirely clear due
to ambiguities in
the relevant
legislation

Phase | (approval):
minimum 90 days

Phase Il
(prohibition):
minimum 135 days

HUNGARY

corporate
thresholds start
from 25% of
ownership in
private companies
(10% for public
companies)

YES

after signing, but
before closing —
clear standstill

obligation applies

Lasting Regime:
60 days extendable
with up to 60 days

Temporary
Regime: 30 days
extendable with up
to 15 days

POLAND

corporate
thresholds start
from 20% of shares
or votes

YES

before signing,
i.e. before taking
any legal action
that leads to
acquiring or
achieving
significant
participation or
acquiring
dominance in a
target

up to 6 months
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ISSUE AUSTRIA

Authority  Minister of
Digitalisation and
Economic Affairs

Sanctions = statutory condition

precedent

= criminal liability

CZECH REPUBLIC

Ministry of Industry
and Trade

financial penalty up
to EUR 3.7 mil or up
to 2% of total annual
turnover of the
offender for the
preceding financial
year

HUNGARY

Minister of Interior
Affairs under the
Lasting Regime

Minister of Interior
Economy under
the Temporary
Regime

transaction is null
and void by virtue
of law

administrative

fines:

- up to HUF10

mil under the

Lasting Regime

—-at least 1% of
the Hungarian
target’s annual
turnover in the
preceding
financial year
under the
Temporary
Regime

POLAND

= President of the

Office of
Competition and
Consumer
Protection

relevant Minister
transaction can be
null and void by
virtue of law
financial penalties
— up to EUR 22
mil

criminal liability
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