FIRST ANNUAL COMMISSION REPORT
on the screening of foreign direct
investments into the Union
‘The EU is and will remain open to foreign investment. But this openness is
not unconditional. To respond to today’s economic challenges, safeguard
key European assets and protect collective security, EU Member States
and the Commission need to be working closely together. If we want
to achieve an open strategic autonomy, having an efficient EU-wide
investment screening cooperation is essential. We are now well equipped
for that.’
European Commission Executive Vice-President Valdis Dombrovskis,
11 October 2020
The first Annual Report on EU FDI Screening makes clear that:
y one year on the Regulation and the EU-wide cooperation mechanism have already proven their clear value;
y the EU screening cooperation mechanism ensures EU-wide oversight of foreign direct investment (“FDI”)
into the Union, and allows the European Commission and Member States a say in that respect; and
y the EU remains open to FDI, with prohibitions or conditions being the clear exception.
What is new?
The Regulation and the cooperation mechanism ensures that all Member States and the Commission are alerted to FDI
being screened in another Member State. This reflects the fact that some FDI may pose a risk to security or public order
in more than just one Member State. It may also pose a risk to projects and programmes of Union interest, for instance
COPERNICUS and GALILEO. All Member States and the Commission are now able to pose questions about screened
investments, or give comments. The Commission may adopt opinions that must be taken into account in the national
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FDI notified by a Member State under the Regulation triggers a so-called Phase 1. During Phase 1, other Member States
who believe the FDI is likely to affect its security or public order, or, who have relevant information to share with the
screening Member State, can reserve the right to provide comments, and to ask questions.
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is likely to affect security
or public order in more than one Member State, or a project or programme of Union interest, or where the Commission
has relevant information to share, the Commission can issue an opinion addressed to the screening Member State, after
having notified that Member State of its intention to do so. In doing so, the Commission usually requests additional
Closed in P1
in P2
Cases
still on-going
information from the screening Member State. This step opens a so-called Phase
2, asClosed
illustrated
in the
flowchart below.
Required

79%

Did not requ
screening (e
impact on s
order or ine

formal
screening

15 days
(phase 1)

Screened

Notiﬁcation by
Member State
(launch of screening)

+20 days
(phase 2)

(possible request or
additional info)

Outcome of FDI
formally scre

Information provided
by the Member State

2%

12%

7%

Possible
Commission
opinion

FDI
Not screened

Commission
becomes aware of an
FDI transaction or a
Member State seeks
Commission views

(possible request or
additional info)

Information provided
by the Member State
Authorised
without
conditions

Note that the 15 and 20 days time-lines are calendar days

35 days

Authorised
with
conditions

Origin of Ultimate
9%
8%

Phase 2 main targeted
sectors

P

3%

FIRST ANNUAL COMMISSION REPORT on the screening of foreign direct investments into the Union

Cases closed in Phase 1
and Phase 2

FDI cases submitted
for approval

6%
14%

21%

Of the 265 cases notified by Member States (11 October 2020 through
to 30 June 2021) under the new cooperation mechanism, 80% of the
cases were closed by the Commission in Phase 1. This demonstrates that
the cooperation mechanism does not unduly impact the timelines for the
transactions concerned. Commission opinions have been issued in less than
3 % of all cases notified.79%
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now have a say under the Regulation, and the screening Member State is expected to take their views into consideration.

Outcome of FDI dossiers

Information provided
The Commission
can also screen certain FDI at its own initiative.
formally screened

request or
al info)

by the Member State

Changing investment patterns and investor profiles, and the adoption of the Regulation have encouraged many Member
2%
12% (as of 1 August 2021) have such mechanisms in
States to adopt FDI screening mechanisms. Now 18 Member
States
place, and several more are on track to establish one. The Commission expects that within the near future all 27 Member
7%
States will have a screening mechanism in place.

Possible

Member States with screening
mechanism/legislative activites (as of August 2021)
Commission

opinion

79%

request or
al info)

Information provided
by the Member State
Authorised
without
conditions

ays time-lines are calendar days

35 days

Authorised
with
conditions

Prohibited

Origin of Ultimate Investors
9%

EU MS with a screening mechanism

8%

EU MS with a screening mechanism in the
process of updating the existing mechanism

3%

Phase 2 main targeted
sectors

4%

EU MS without a screening mechanism,
45%
considering, planning or in the process of
adopting a screening mechanism

8%
17%

EU MS without a screening mechanism
and without any legislative developments
aiming at setting up a screening mechanism

31%
50%
USA

25%

Manufacturing

ICT

Financial

Aborted

GBR

CHN

CAN

UAE

Others

Other

What to screen for?
What matters under the EU Regulation and Member States’ screening legislation is any actual or potential risk to security
or public order, or projects and programmes of Union interest, resulting from an FDI. The specifics of the target of the FDI
as well as the investor are carefully assessed. The Regulation sets out a number of factors to be considered, including
possible implications from the FDI on critical infrastructure, technologies, and supply of critical inputs; whether the foreign
investor is directly or indirectly controlled by a foreign government; and; whether the foreign investor has previously been
involved in activities affecting the security or public order of a Member State.
As illustrated by the numbers shown in the report, the vast majority of FDI poses no risk and contributes to the economic
vibrancy of the EU, including jobs.
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Where to next?
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The cooperation mechanism is forging close and regular contacts among Member State screening authorities, just as
Member
3% States with nascent or planned screening mechanism have benefitted hugely from the experience of other
Member States. The Commission expects the close collaboration among national screening authorities and the Commission
to 4%
deepen and intensify.
45%
As of 23 November 2021, more than 400 cases have been notified under the Regulation’s first year of implementation.
The second year of screening under the Regulation is expected to see an increase in the number of cases notified.
31%has launched a comprehensive study to ensure that the two-level structure of, first, Member State FDI
The Commission
screening mechanisms, and, second, the EU cooperation mechanism, is as effective and efficient as possible. The study
is expected by the Summer of 2022 and will feed into the Commission’s reflections on the Regulation. The Commission
will also consider the issuance of possible assessment guidelines for the benefit of screening authorities and investors.
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