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£éThe disclosure requirements provided in
the legisiation ensure mariet transparency
for all market participanis?’

year was more than Lars25 million; and

* ar least one of the merger participants is in
a dominant position in the relevant market
befare che merger.

» Merger of marker parricipancs in rhis case
shall be understood as:

« merging of rwo or more independent
marker parcicipants o become one marler
participant (consolidarion);

» joining of one marker participanc ro
another marker participant (acquisicion);
ar

* such a siruation where one or more natural
persons who already have a decisive
influence over another market participane
or other market parzicipants, or one ar
more marlert participants, acquire part or
all of the fixed assers of another marleer
paricipant or other market participants or
the right to use such, or a direcr or indirecr
decisive influence over another markec
participant or ather marker participants.

A merger of marker participants withaur a
prior natificarion is iltegal.

Companies participating in the financial
instruments marker must notify the Financial
and Capital Marker Commission and the
stack exchange.

Lithuania

By Egle Lauraityte and Gintautas Bartkus of Jurevicius

Balciunas & Bartkus

General overview

What legislation governs M8&A activity in
your jurisdiction?

M&A activity in Lithuania is mainly regulated
by the Civil Code, the Law on Companies, the
Law on European Companies, the Law on
Securities and the Law on Financial
Tnserumenrs Mackess. The Labour Cade, the
Law on Employees Participation in Adoption
of the Decisions in European Companies and
the Law on European Councils mighr also
apply with regard to employees’ participation
in Mé&cA,

What impact have recenr legislative changes
had on the namre and amount of M&A
actvity?

On January 18 2007 the new Law on
Securities and the new Law an Financial
Instruments Markers was adopred. The new
laws expand the scope of the informartion o be
published, introduce a new disclosuse system,
ensure access ro information at the EU level,
and abolish the requirement to condude trade
in securicies of listed companies exclusively on
the stock exchange, and provide ather changes
1o enhance cranspatency of the securicies
market, betier procect investors’ interests, and
promote comperition in the securities marleets.

Whar have been the most significant M&A
transactions in your jurisdiction ever the past
year?
On December 15 2006 PKN Orlen acquired
84.36% shares of AB Mazeikiu nafra, the
Lithuanian oil refinery, for abour $2.3 billion.
On January 2007 Mid Europe Pareners, the
leading private equity investment company in
central and eastern Europe, acquired 100% of
UAB Bite Lietuva and its subsidiary SIA Bite

Latvija for abour Litl.5 billion (5578
million), UAB Bite Lietuva is one of the
biggest mabile operacors in Lithuania.

How, and te what exient, is foreign
involvement in M&A transactions in your
jurisdiction regulated ar restricted?
Lithuania’s laws do not establish any special
eestricrions or regulations with regard o
foreign invalvement in M&A gransacrions.

Bue diligence
What are the principal disclosure
requirements in a typical M&A transaction?
In case of rearganization of 4 company, the
laws establish 1 mandatory public (and in
certain cases personal) norification of the
creditors and grant the creditors and che
shareholders of the companies participating
in rthe reorganization the right o gec
acquainted  with  the reorganization
documents (for example, receganization plan,
draft new incorperation documents, and
financial starement). The [aws also establish
cermain requirements for disclosure of che
already completed sakeaver of shares, for
example, notification to the Securirties
Commission on the rtransfer of established
block of shares.

To what extent do disclosure requirements
achieve marleet transparency?

The new Laws an Securities and Financial
Instruments Markees introduced changes on
disclosure requiremenss. It is expected thac the
new laws will enhance the rransparency of the
securities marker,

How significant an issue is prospecrus
{iability in a typical M&A transacrion?

The Law on Securiries esczblishes the
liabilicy of persons indicated in the prospecrus
(for example, managing or supervising bodies
of the issuer) for the correctness and
completeness of the prospectus. According ta
the law, the investor has a right o claim
damages sustained due to incorrectness and
incompleteness of the prospectus.

What are the key unresolved issues in your
jurisdiction?

Lichuantan laws regarding M8A are in
material compliance with che EU law and
there are no major unresolved issues with
regard to M&CA,

However, certain issues arise in practical
execution of M&A rransaceions. For example,
even though the Civil Code sets our the
possibility of sale of 2 company or a material
part of ir, these types of transactions are not
commonly employed in practice as the
procedures of the transaction are rather
complicated and not atcractive from an
ecanomic and legal point of view.

Anaother ofc-faced issue is the lack of
uniform case law with regard o M&A
transactions, which leads to the uncerrainties
in interprecation of the laws.

izkaovers

Are there any specific regulations and/or
regulatory bodies governing taleovers in your
jurisdiction?

Tukeovers are mainly regulared by the same
legal acrs as M&A rransactions. The Civil
Caode pravides for a mandatory sale of shares of
a closed stock company owned by the
shareholder whose acrions ate contrary to the
purpose of che company, and subject to a
reasonable assumprion cthac the acrions of che
shareholder will not change. Also, according o
the Law on Securides, sharcholders of listed
companies thar acquire ar leasr 95% of the
votes ay the listed company’s general
shareholders meecing have a righr, and
obligarion (upon a request of the rest of
shareholders), to purchase the remaining
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shares of the company from other
sharehalders. To the extent and [imits
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established in  laws, regulatory bodies
governing che rakeovers are rhe Competition
Council, the Securities Commission and the
Register of Legal Persons (regarding cerrain
notification requirements).

Whar are the various methods by which a
taleover can be achieved?

The merthods by which a takeover can be
achieved are: (i) voluntary wkeover — by
agreement of the parties; (if) mandacory takeover
— when rthe shareholder of the closed stock
company acts conirary to the purpose of the
company and it can reasonably be assumed chac
irs actions will not change; alse the right and
abligation of the sharchalder having acquired
95% of votes at the general sharehalders meering
of the listed company to purchase the remaining
shates of the listed company; (i) mandarory
offer — in case of acquisition of more than 40 %
of the vores ar ehe general shareholders’ meeting
of the listed company, rthe shareliolder has an
obligarion to submit a mandatory offer ro
purchase the remaining shares.

How differently are hostile and voluntary
rakeover bids ueated?

Hostile taleeovers (understood as raleeovers that
are resisted by the rarget company’s managing
bodies) are nor specifically regulaied under
Lithuanian laws,

‘What penalties are imposed for parties who
violate taleeover regularions (or equivalent)?
In case of violation of concentratian
requirements, a fine of up w 10% of the
company’s gross annual income for the
preceding financial year migh be imposed by
the Competition Council. According o the
Law on Securities, a fine up ro Lir500,000
might be imposed upon the natural or legal
petson that has nor execured, or not execured
properly, a2 mandatory offer after it was
apptoved by the Securities Commission.

What are the thresholds for disclosing bids
and offers?

In the case of concencrarion, bids and offers
miust be disclosed to the Competition Council
and permission for concencration must be
received. A shareholder who acquires more
than 40% of vores ai the listed company’s
shareholders’ meeting has an obligation o
submic a mandatory offer to acquire the
remaining shares of the company. In the case of
an acquisition of at least 95 %4 of vores ar the
listed company’s shaccholders' meeting, the
sharcholder has a right and obligation {upon
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the request af the rest of she shareholders) wo
purchase the remaining shares of the listed
company. The Law on Securities also requires
disclosure of the completed takeovers of the
listed company’s shares if a person transfers
3%, 10%, 13%, 20%, 25%, 30%, 50%, 75%
or 95% af vowes at the listed company’s
shareholders meering.

According to the Law on Companies, in
the case of transfer of 100% of a company’s
shares, the Register of Legal Person must be
natified an change of the shareholder.

mompetiiconsantitrust

What have been the major recent
developments in competition policy and
legislation as they relate to M&A in your
jurisdicrion?

Competition issues are regulared by the Law on
Comperition and other repuladons. Due o
accession to the EU as of May 1 2004, laws
relared 0 competition comply materially with
EU law.

How are the competition/antitrust
regulations enforced in your jurisdiction?
The provisions of the Law on Competition and

“The new Laws on Securities and Financial
instruments flarkets are expected to
enhance the transparency of the securities

market’’

————

other regulations are enforced by the
Comperirion Council as well as by the courts.
Also, i the Investipation of an EU comperition
law violation, the European Commission may
EXEICise its respective powers.

How do legislation and regulation approach
the issue of abuse of dominant position?

The Law on Competition prohibits the
abuse of dominant positien within the
eelevant marker by carrying our actions thas
restrict or could restricr compertition, [imic
the possibilities of other underrakings ra
operate in the marker without a valid reason,
or violate the interests of consumers.

To what extent are parties to an ME&A
transaction subject ta prior notification
requirements?

Parties to M&2A rransacrions that are subject to
the concentration requirements according to
the Law on Comperitien must nocify che
Competition Council and apply for
permission. The nortificadan must be made
and permission musc be obrained if the
combined aggregate  income of the
undereakings concerned is more thar Lie30
million for the financial year preceding the
concentration and che apggregate income of
each of at least two underrakings concerned
exceeds LirS million for the financial year
preceding the concentration. The calcularion
of the apgregure income must be made in
accordance  with special rules of the
Compesicion Council. In the case of foreign
legal persons, only income received in
Lithvania  should be computed for
concentration determination purpoeses.
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