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between targets and depend on the target’s 
operations and whether the target is listed on a 
regulated market. 

The Icelandic Competition Authority (“ICA”)  
is a common agency, provided that the  
transaction is subject to a merger notification. 

As regards targets that are listed on  
a regulated market the Icelandic Financial  
Supervisory Authority (the “FME”) will need  
to be involved in the process to review and  
approve the offer documents. 

In addition, there are sector related  
governmental approval requirements such  
as requiring the consent of the FME when  
acquiring a qualified holding in a financial  
institution.

3. Are hostile bids permitted? If so, are they 
common in your jurisdiction?

Hostile bids are permitted under Icelandic 
law. The STA does however provide for certain  
anti-frustration measures pursuant to which  
the target’s board must receive the prior  
approval of a shareholders’ meeting: (i) the  
issuance of new shares or securities in the target 
and its subsidiaries; (ii) the purchase or disposal  
of own shares and shares in the target’s  
subsidiaries; (iii) the purchase or disposal of the 
assets of the target and its subsidiaries which 
can have a substantial effect on the target’s 
operations or its subsidiaries; (iv) entering into 
agreements falling outside the ordinary course 
of business; (v) substantially amending the  
remuneration of the target’s management; and 
(vi) any other decisions having a comparable 
effect on the conduct of the target’s business. 

1. What are the key laws and regulations 
that govern mergers and acquisitions in your  
jurisdiction?

There are various laws and regulations which 
have an impact on M&A transactions in  
general, such as the Act on Public Limited  
Liability Companies (the “Companies Act”),  
the Act on Private Limited Liability Companies, 
the Contracts Act, the Act on Sales of Goods,  
the Income Tax Act, the Competition Act, etc.  
The Act on Securities Transactions (the “STA”) 
governs issues specific to M&A transactions 
where the relevant target is listed on a regulated 
market, primarily NASDAQ OMX Iceland. 

It should be noted that Iceland is a member  
of the European Economic Area (“EEA”) and  
the European Free Trade Association (“EFTA”) 
and has implemented various EU regulations 
and directives in the field of M&A.  The Icelandic 
rules governing takeovers of listed companies 
should therefore be substantially in line with  
applicable rules in other EEA states.  It should 
also be noted that the so-called AIFMD  
directive has not yet been implemented into  
Icelandic law.  It follows that the disclosure  
requirements placed on alternative investment 
funds (“AIFs”), in relation to the acquisition  
of non-listed companies under the directive,  
do not apply to funds which are established  
in Iceland and fall under the AIF definition.

2. What are the government regulators and 
agencies that play key roles in mergers and  
acquisitions?

The government regulators and agencies that 
play a key role in M&A transactions varies  
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noting that, if the transaction triggers  
a merger notification requirement, there is  
a fee payable to the ICA. In addition, the  
FME charges an hourly rate for review of 
and approval of the offer documents and, if  
applicable, a review of an application to hold  
a qualified holding in a financial institution. 
These fees can generally be considered minimal.

7. Do shareholders have consent or approval 
rights in connection with a deal?

The shareholders of the target are effectively 
the only parties that have consent or approval  
rights in connection with the acquisition of  
the target. There are no mandatory approval  
or acceptance levels, but voluntary offers  
can be subject to the condition that a certain  
level is reached.  In order to achieve actual  
control, a bidder needs to acquire at least  
two-thirds of votes.  If a bidder acquires 90%  
of shares, the bidder can effect a squeeze-out  
of the remaining shareholders and thereby  
acquire 100%. 

8. Do directors and controlling shareholders 
owe a duty to the stakeholders in connection 
with a deal?

The board has a duty of neutrality and must 
act in the best interests of the company and 
the shareholders.  The board of the target is 
obligated to issue and publish its opinion on  
the terms and conditions of the offer, the board’s 
estimation on the effects of the offer on the  
target, the target’s employees and possible  
relocation of the target’s operation.

While the board is obligated to give the  
shareholders an opportunity to make a decision 
in relation to an offer, if the board is supportive  
of an offer, it increases the chances that  
the shareholders regard the offer in the same 
way.

9. In what circumstances are break-up fees  
payable by the target company?

Break fees are not specifically regulated.  
Generally, break fee arrangements can be 
agreed upon with either the target or target 

These anti-frustration measures however 
only apply to targets listed on a regulated  
market. 

4. What laws may restrict or regulate certain 
takeovers and mergers, if any? (For example, 
antimonopoly or national security legislation).

Pursuant to the act on competition, the ICA 
can invalidate a merger or take-over if it is  
the opinion of the ICA that the merger will  
result in a dominant position being created  
or strengthened or the merger is otherwise 
likely to disrupt competition in the relevant  
market(s). 

Sector specific restriction apply as well as  
further explained under question 14.

5. What documentation is required to  
implement these transactions?

There are several key documents necessary  
in the takeover process of a listed company.  
These are: (i) the notification to the regulated  
market of the bidder’s decision to make an  
offer; (ii) the publication of said notice; (iii) the 
offer documents; (iv) the opinion of the board  
of the target; and (v) the publication, by the  
bidder, of the results of the offer.

If the consideration is cash, the bidder must  
provide a letter of guarantee from a credit  
institution operating within the EEA.

Further, if the consideration is in the form  
of securities, the preparation and publication of 
a prospectus is required.
In a statutory merger, the key document  
required is a merger plan.  The merger plan is,  
to some extent, comparable to the offer 
document.  The board is required to issue  
a memorandum on the merger plan and  
a fairness opinion must be obtained from  
independent experts.

6. What government charges or fees apply to 
these transactions?
 
There are no specific charges or fees that  
apply to M&A transactions; however, it’s worth  
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minimum levels of financing.

12. Can minority shareholders be squeezed  
out? If so, what procedures must be observed?

If the bidder acquires more than 90% of shares 
in the target, the bidder can squeeze out  
the remaining shareholders.  The remaining  
shareholders are to be notified of such  
a decision.  The notice to the remaining  
shareholders shall contain information on 
the terms and conditions for the squeeze-out  
and the method by which the squeeze-out  
price is established. If the squeeze-out is  
demanded within three months from the  
expiry of a takeover offer, then the price  
offered therein is assumed to be fair, unless  
the bidder has paid a higher price for shares  
in the target after the takeover offer has expired.

To effect a statutory merger, the bidder  
requires two-thirds of the shares and votes 
in the target. If that level is achieved in the  
takeover offer, it can be possible to combine  
a merger with a post-merger squeeze-out,  
provided that the conditions for a squeeze-out 
are fulfilled post-merger.

13. What is the waiting or notification period  
that must be observed before completing  
a business combination?

As regards unlisted companies, the process 
can be completed within the timeframe agreed 
between the parties, provided that regulatory 
approvals are required in some instances, such 
as from the ICA.  Where a merger notice is  
required to be filed with the ICA, the parties  
can expect the ICA to have processed the notice 
and reached a conclusion within 115 business 
days at the latest.

As regards listed companies, once a  
requirement to make a mandatory takeover  
offer has been triggered, the offer must be  
made within four weeks from the time  
a bidder knew or should have known that  
the requirement arose.  A bidder must  
announce an offer to the regulated market  
without delay once a decision on the offer  
has been made.

shareholders; however, it is unusual for the  
target to agree to such fees, and it would only  
do so if it is considered to be in the best interests 
of the target and its shareholders.

10. Can conditions be attached to an offer  
in connection with a deal?

The takeover chapter of the STA governs  
takeovers of domestically headquartered  
companies listed on a regulated market in  
Iceland.  There are two types of takeover offers:  
mandatory offers; and voluntary offers.   
Mandatory takeover offers are required to  
be made towards all holders of equity securities 
of the target.

Voluntary offers are defined as offers made by  
a bidder, who is not obligated to make  
a mandatory offer, and are made to all  
shareholders, but do not necessarily relate  
to all the shares in the target.  Voluntary offers 
are more flexible in terms of price and can be 
subject to conditions.

Mandatory offers are required to be made  
when a party has gained direct or indirect  
control over the target, whether individually 
or acting in concert with other shareholders.   
A party is considered to be in “Control” if he  
and the parties he is acting in concert with  
control 30% or more of votes directly or on  
the basis of any sort of understanding with  
other shareholders which gives the right to  
control at least 30% of the votes, or if he has 
gained the right to appoint or dismiss the  
majority of the board of the company. 

11. How is financing dealt with in the  
transaction document? Are there regulations 
that require a minimum level of financing?

If cash is offered as consideration, then the  
bidder must obtain a guarantee for the payment  
from a credit institution authorised to operate  
within the EEA.  The FME can authorise  
guarantees from credit institutions outside the 
EEA.

As regards M&A transactions in relation to  
unlisted companies, there are no rules on  
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15. Are cross-border transactions subject to 
certain special legal requirements?

In general, no specific rules apply to  
foreign buyers; however, there exist special  
sector-related rules referred to in  
question 14 above. 

In addition, under the Companies Act, the  
CEO and at least half the members of the 
board must be Icelandic residents or citizens or  
residents of any country within the EEA or  
the Faroe Islands.  The Minister of Industries 
and Innovation has the authority to grant  
exemptions from the residency requirements 
and under the current exemptions; the same 
applies to residents of OECD and EFTA states. 

It should also be noted that, following  
the collapse of the Icelandic banking system  
in October 2008, capital controls were  
implemented in Iceland which restrict  
cross-border movement of capital.  While  
the capital controls have largely been  
liberated, certain aspects thereof may need  
to be keptin mind in structuring an M&A 
transaction.  The remaining capital controls  
and their applicability needs to be assessed in 
each case and we would be happy to provide  
further information upon request.

16. How will the labour regulations in your  
jurisdiction affect the new employment  
relationships?

Act No. 72/2002, on Workers’ Rights in  
the Event of Transfers of Undertakings  
stipulates that when an undertaking, or part  
of one, is transferred, (i.e. sold or leased), to  
another employer the workers’ terms and  
conditions arising from existing contracts of  
employment and collective agreements are  
transferred to the new employer.

The former and the new employer are  
required to inform the representatives of  
their respective workers affected by the  
transfer of the following:

• 
•

The STA stipulates that an offer must be valid 
for a term of at least four weeks, but no longer 
than 10 weeks.  The offer, if successful, must  
be settled within five business days after the  
expiry of the validity term.

The FME is authorised to extend the  
validity term of an offer if there are valid  
reasons for such an extension.  Additionally,  
if a competing offer is made, the term of the 
original offer is extended to match that of the 
competing offer if the original offer is neither 
revoked nor amended.

As regards mergers, once the merger  
documents have been drafted and published, 
a shareholders’ meeting shall be convened  
no sooner than four weeks and no later than 
four months thereafter. The merger documents  
are required to be made available to the  
shareholders no later than four weeks prior  
to the shareholders’ meeting in which the  
merger is to be decided.

14. Are there any industry-specific rules that 
apply to the company being acquired?

Certain restrictions apply to foreign investment  
in industries which are considered vital to  
the Icelandic economy, such as fisheries,  
energy and air transport, and statutory limits  
apply concerning the authorised level of  
foreign ownership in undertakings operating  
in those sectors. Ownership of, and the  
right to use real estate is also subject to  
certain limitations for foreign parties or  
domestic entities owned by foreign parties.   
These restrictions primarily apply to parties  
outside the EEA and those to which they  
apply can obtain a permit to own or use real  
property despite the restrictions.  Furthermore,  
we note that financial and insurance  
undertakings fall under the supervision of  
the Financial Supervisory Authority (“FME”) 
and its consent is required for holding  
a qualified holding.  Qualified holding means 
controlling, directly or indirectly, 10% or more 
of issued shares or votes in an undertaking.

the date or proposed date of the transfer,
the reasons for the transfer,
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•

•

Where the employers envisage measures in  
relation to their workers, they are required to 
consult the representatives of their workers  
in good time on such measures with a view  
to reaching an agreement.

A change in ownership or other types of  
transfers do not constitute grounds for  
dismissal of workers, unless they are necessary  
for economic, technical or organizational  
reasons. 

17. Have there been any recent proposals for 
reforms or regulatory changes that will impact 
M&A activity?

The rules and regulations on takeovers of  
companies whose securities have been  
admitted to trading have largely remained  
unchanged for the past few years and  
currently there are no proposals for reforms  
or regulatory changes.

the legal, economic and social implications  
of the transfer for the workers,
any measures envisaged in relation to the 
workers.
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