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Mandatory Notification
If a foreign entity is looking to invest in a target entity that is considered to be doing business in
a "key sector", a mandatory notification regime may be triggered if it is an acquisition of:
1.

more than 25% of the votes or shares in that entity; or

2.

voting rights that enable or prevent the passage of any class of resolution
governing the affairs of the entity.

The Bill currently considers 1 7 sectors to fall within this category.2 The party making an
acquisition in any such transaction is required to notify the Secretary of State and receive
clearance before the transaction can take place. Guidance indicates that it is likely that any
legislation identifying key sectors will be dynamic in order to adapt to what the Government may
identify as high-risk areas at the time.
The Bill also introduces mandatory notification for key sectors where there is an acquisition of
over 15% of the votes or shares in the entity. This transaction is differentiated from the
mandatory notification regime and is considered a "notifiable acquisition." It is not considered
to be a triggering event in and of itself. Instead, it requires notification to be provided and for
the Secretary of State to decide whether the transaction could lead to a triggering event (i.e. if
in that specific circumstance control of over 15% may lead to material influence over the entity3)
and therefore require clearance. The mandatory regime only applies to investment in an entity,
as opposed to the voluntary regime which is applicable to entities and assets.
Voluntary Notification and Trigger Event
Where transactions, in relation to assets (including intellectual property) or entities are not
included in a mandated sector, yet may give rise to national security risks, parties to the
transaction are encouraged to voluntarily notify the Government. Triggering events for such
notifications include those in the mandatory regime, as noted above, as well as an acquisition
of:
1.

material influence over a qualifying entity's policy; or

2.

right or interest in, or in relation to, a qualifying asset that provides the ability to use
or control the asset, or use or control the asset to a greater degree than was
possible pre-acquisition.

2 Key sectors currently include: Advanced Materials; Advanced Robotics; Artificial Intelligence; Civil Nuclear;
Communications; Computing Hardware; Critical Suppliers to Government; Critical Suppliers to the Emergency
Services; Cryptographic Authentication; Data Infrastructure; Defence; Energy; Engineering Biology; Military and Dual
Use; Quantum Technologies; Satellite and Space Technologies; and Transport. See
https ://assets.pubI is hing.service.g ov.u k/government/up loads/system/up loads/ attachment data/Ii I e/9 3 4 3 2 6 /nsi
man datory-notif ication-sectors-co nsu ltation. pdf
3 This reflects the merger guidance published by the Competition and Markets Authority.

Cadwalader, Wickersham & Taft LLP I 2




CADWALADER

Clients&FriendsMemo

If you have any questions, please feel free to contact any of the following Cadwalader attorneys.
Jodi Avergun

+ 1 202 862 2456

jodi.avergun@cwt.com

Mark Beardsworth

+44 (0) 20 7170 8570

mark.beardsworth@cwt.com
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