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Introduction

Egypt has witnessed a surge in M&A transactions over the past year and currently stands 
out as one of the most popular markets in the region for M&A transactions. According to 
multiple reliable resources, the total volume of M&As reached 139 deals, and the average 
deal value rose by 383 per cent in comparison to the 2rst half of 0U03, recording a total of 
$S43.'8 billion. This report predicts further growth in M&A transactions across multiple 
sectors, namely technology, telecoms and 2ntech.

As a result of the Egyptian governmentxs e(tensive efforts over the past few years 
to improve the business climate in the country, Egypt has managed to attract more 
foreign direct investment FDI)6 across multiple sectors, predominantly within the 2ntech 
and infrastructure sectors. This achievement is supported by a plethora of international 
recognition. Egypt was recognised as one of the top 2ve destinations globally for green2eld 
DI) in 0U1C, where -airo was also ranked among the top 1U cities hosting startjups in 
0U1C. South Africa was replaced by Egypt as the top secondjranked destination by proNects 
in the Middle East and 5orth Africa FME5A6 region, e(periencing a CU per cent increase 
from 8R to 13C proNects, as per the DI) 7eport F0U0U6. Egypt was also placed at the top of 
all ranked ME5A countries by capital investment in 0U0U by acquiring 10 per cent capital 
investment with a total value of $S413.– billion, where 2nancial services were among the 
top 2ve sectors in 0U19.

The Egyptian marketxs credentials Fincluding investment cost, manpower and local and 
market demands6 are highly attractive to all businesses at a range of levels, from startjups 
to large multinational entities.

Iespite international and local crises faced by the country over the years Fincluding 
revolutions, covidj19, the $kraineO7ussia war, inLation, and the threat of potential 
recession6, Egypt has maintained strong liquidity and 2nancial status as a result of DI).

;ne of the main sectors attracting DI) in Egypt is 2ntech. Iuring the past few years, 
2ntech has become increasingly dominant within the Egyptian market, as the most popular 
business models within the Egyptian Nurisdiction are payment platforms and 2nancing 
services. According to several reports, digital payment is e(pected to be the marketxs 
dominant segment by 0U0R. )n addition, over the past 2ve years, investments pumped 
into the 2ntech sector, including 2ntechjenabled startjups, reached $S43R8.8 million. 
)nvestments in this sector reached nearly $S409U million in 0U00, compared to Nust 
$S49UU,UUU in 0U1–, according to reports.

)t is worth noting that the Egyptian government has issued various regulations on 2ntech 
in the nonjbanking 2nancial sector in 0U03, regulating the licensing framework for such 
activities, enhancing 2nancial inclusion and propelling the digital transformation of the 
2nancial sector within the country.

Durthermore, recent developments have been made with respect to the AntijTrust Jaw 5o. 
3 of 0UUR FAntijTrust Jaw6 in April 0U0' to the AntijTrust Jaw and its E(ecutive 7egulations, 
whereby the condition of prejapproval for any transaction has been newly introduced as 
opposed to the postjnoti2cation regime. This prejapproval is required for any transaction 
that constitutes an xeconomic concentrationxV under the recent amendments, economic 
concentration is de2ned as any change of control or material inLuence as a result of a 
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merger or acquisition or establishment of a Noint venture. This recent amendment to the 
E(ecutive 7egulations of the AntijTrust Jaw came into force on 1 :une 0U0', and places an 
obligation on all transactions that constitute an xeconomic concentrationx to be noti2able 
to the Egyptian -ompetition Authority for prejapproval. 

Year in review

Garious deals have taken place over the past year within the technology sector, including, 
inter alia, the following notable dealsz

1. Saudi Telecomxs internet services subsidiary Solutions by ST- has completed the 
acquisition of an 88.9 per cent stake in Egyptxs Bi€a Systems, with an enterprise 
value of $S41R8 million, in line with Solutions by ST-xs strategy to lead Saudi 
Arabiaxs digital transformation obNectives in ;ctober 0U00V

0. M5TjHalan, Egyptxs leading and fastest growing 2ntech ecosystem, announced in 
Debruary 0U03 that -himera Abu Ihabi has invested more than $S40UU million in 
equity in e(change for over 0U per cent of the companyV

3. 5igerian automotive technology company Autochekxs acquisition of a maNority 
stake in Egyptxs AutoTager was announced in April 0U03. The acquisition by Brinta, 
an ejcommerce platform digitising the pharmaceutical supply chain, of the business 
to business FX0X6 ejcommerce platform Autoj-ure, aims to boost its business in 
the country in August 0U03V

'. Xeltone Dinancial Holding, a large -airojlisted investment company, announced 
that it signed the 2nal agreement to acquire 1UU per cent of -ash Micro2nance in 
September 0U03V

R. 5oventiq, the global digital transformation and cybersecurity solutions and services 
provider, announced in Debruary 0U03 the closing of the acquisition of Egyptjbased 
IigiTech, which is one of the topjperforming and fastestjgrowing Microsoft 
partners in EgyptV

C. the sale of 9.R per cent stake in statejcontrolled Telecom Egypt FETEJ.-A6 for 3.–R 
billion Egyptian pounds in May 0U03V

–. Jiquid )ntelligent technologies acquisition of -ysiv MEA, an enterprise cloud and 
cybersecurity services company in March 0U03V and

8. the transfer of Godafone Broupxs RR per cent stake in Godafone Egypt to Godacom 
O its South African subsidiary O in a Z0.3– billion cash and stock transaction in 
Iecember 0U00.

Legal and regulatory framework

The primary laws and regulations governing M&A activity in Egypt are thez

1. Egyptian -ivil -ode 5o. 131 of 19'8V
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0. Egyptian -ompanies Jaw 5o. 1R9 of 1981V

3. -apital Market Jaw 5o. 9R of 1990V

'. )nvestment Jaw 5o. –0 of 0U1–V

R. Egyptian E(change Jisting 7ulesV and

C. decrees issued by regulatory authorities, such as the Egyptian Stock E(change 
FEB’6, the Dinancial 7egulatory Authority FD7A6 and the Beneral Authority for 
)nvestment and Dree Yones FBAD)6.

Key transactional issues

-ompany structures

)n general, it is important to highlight that there are two main categories of privately owned 
companies in Egyptz partnerships and corporations.

Partnerships

Beneral partnerships

Beneral partnership FBP6 capital contributions can be made by at least two active partners 
who are deemed by law Nointly liable in person for all obligations arising from the operation 
of the BP.

Jimited partnerships

Jimited partnership FJP6 capital contributions can be made by at least one active partner 
deemed by law to be liable in person for all obligations arising from the operation of the 
JP, in addition to one other limited or salient partner who must neither be personally liable 
for these obligations nor involved in the management of the JP.

-orporations

)n general,  and as opposed to partnerships, the concept of piercing the corporate 
veil does not apply to corporations in Egypt, with the e(ception of active partners in 
limited partnerships by shares FJPSs6V therefore, the liability for operating corporations 
is only limited to the paidjin capital thereof. However, this general rule is subNect to 
certain e(ceptions where this liability might be e(posed to board members, managers or 
shareholders and partners Fas the case may be6.

There are four types of corporations in Egyptz

1.
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Nointjstock companies F:S-s6z the capital of a :S- must, in general, be owned 
by at least three shareholders who can be individuals and Nuristic persons of any 
nationalityV

0. limited liability companies FJJ-s6z JJ-s must be owned, in general, by at least two 
partners who can be individuals and Nuristic persons of any nationalityV

3. onejperson companies F;P-s6z ;P-s, as indicated by the name, are owned by one 
partner who can be either an individual or a Nuristic person of any nationalityV and

'. JPSsz JPSs, the same as JJ-s, require at least two partners, one of whom must be 
an active partner deemed by law to be liable in person for all obligations arising 
from the operation of the JPS.

The acquisition of share structure may differ based on the aforementioned categories. 
However, the acquisition of shares in BPs, JPs and JPSs is, in general, not preferable for 
buyers as it involves unnecessary personal liability e(posure.

The acquisition of share capital in JJ-s and ;P-s is much simpler than in :S-s. However, 
the acquisition of shares in :S-s may constitute a longer process than the acquisition of 
shares in JJ-s or ;P-s.

Dounding and injkind shares in :S-s and JPSs may not both be transferred prior to 
publishing the 2nancial statements of the 2rst two full 2scal years, following incorporation 
e(cept in certain cases and provided that the approval of the chair of BAD) is obtained. The 
acquisition of share capital in JJ-s is primarily subNect to prejemption rights For the right 
of 2rst refusal6 that must be waived in a speci2c way to complete such acquisition.

The acquisition of share capital in :S-s that are listed on the EB’ involves more 
procedures and 2lings than those applied to :S-s that are not listed on the EB’.

Dor the acquisition of businesses, this type of acquisition may be made, primarily, in two 
different waysz spinjoffs Fhori€ontal spinjoffs6 or splitjoffs Fvertical splitjoffs6 to acquire 
the target businessV and assignment of the contracts that are related to such business by 
way of subrogation.

7egarding the acquisition of assets, the structure can only be determined based on several 
elements, including the type and location of such assets, and the legal system governing 
the company owning such assets.

There are also a number of elements that must be taken into consideration when 
structuring any acquisition and disposal transaction in Egypt, such asz

1. the special legal systems governing the target company, business or asset Fif any6V

0. the country from which the target company, business or asset will be acquiredV

3. the location of the target company, business or assetV and

'. whether or not the target shares in the :S- are registered with Misr for -entral 
-learing, Iepository and 7egistry.

Ieal structures
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As a general rule, acquisitions involving the transfer of title of shares of :S-s and quotas of 
JJ-s are the most common acquisition structures in Egypt. The transfer of unlisted shares 
is conducted over the counter F;T-6 through an accredited broker registered with the EB’ 
and appointed for such purpose. ;T- transactions are not subNect to the same level of 
regulation as public transactions.

Acquisition agreement terms

)n Egypt, all types of considerations are accepted in practice, but cash is far more common 
than any other form, noting that each seller may be offered different deal terms, including 
the form of consideration.

Durthermore, prejclosing covenants are usually related to, inter alia, conduct of business, 
authorisation,  breach of  representation  and warranties,  as  well  as  no  transfer  or 
encumbrance. Durthermore, closing conditions can be determined on a casejbyjcase 
basis.

However, in practice, closing conditions usually include, inter alia, regulatory approvals, 
payment, top management restructuring and e(ecution of any ancillary documents Fif any6. 
Dinally, it is worth noting that despite the fact that breakjup fees and reverse breakjup fees 
are permissible in Egypt, they are not commonly used.

Dinancing

)n Egypt, M&As are usually funded by the purchaserxs own sources of income. However, 
acquisition 2nancing is also commonly carried out through banks and international 
2nancial institutions.

)n practice,  assurance is made in the form of undertakings in the prejcontractual 
documents.

Ta( and accounting

Any pro2t realised by unlisted corporations or persons through transactions involving the 
transfer of shares shall be subNect to a capital gains ta(, at the same corporate income 
rate of 00.R per cent on net ta(able income. Durthermore, according to the )ncome Ta( 
Jaw, pro2ts arising from the companyxs rejevaluation Fincluding the merger of two or more 
resident companies, the split of a resident company into two or more resident companies, 
transforming a partnership into a corporation, transforming a corporation into another 
form of corporation and transforming a Nuristic person into a corporation6 shall be ta(able 
at the same corporate income rate, namely 00.R per cent on net ta(able income. The capital 
gains ta( shall be borne by the seller in all cases.

-apital gains realised by a corporation through selling their shares in companies listed on 
the EB’ are generally subNect to capital gains ta( at the rate of 1U per cent, e(cept for in 
some cases.

According to the Stamp Ta( Jaw, a stamp duty ta( shall be enacted on all payable 
transactions involving the transfers of shares in a company, whether these shares are 
issued by Egyptian or foreign companies and whether or not such securities are listed on 
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the EB’, at a rate of U.UR per cent on the gross transaction value without deducting any 
costs, to be borne equally between the purchaser and the seller.

However, the general rules above may be affected in the case of any applicable double 
ta(ation treaty Fif any6 to which Egypt is a party.

Durthermore, transactions involving the transfers of shares in a company would not be 
subNect to valuejadded ta( FGAT6. However, transfer of assets may be subNect to GAT, noting 
that the current standard rate applied in Egypt is 1' per cent.

Durthermore, the Ministry of )nvestment and )nternational -ooperation FMo)-6 sets the 
accounting standards that, since 0UUC, have adopted the Egyptian Accounting Standards 
FEAS6 based on the )nternational Dinancial 7eporting Standards F)D7S6. )n 0U19, the Mo)- 
issued Iecree 5o. C9 of 0U19 adopting the EAS based on the 0U18 )D7S for all public 
interest entities, which are listed companies, public subscription companies, securities 
companies and investment funds established by banks and insurance companies, in 
addition to speci2c requirements for SMEs.

Durthermore, the Mo)- also sets the auditing standards in Egypt and, accordingly, has 
issued Iecree 5o. 1CC of 0UU8 to adopt the Egyptian Standards on Auditing 7eview and 
;ther Assurance Services, in accordance with the )nternational Standards on Auditing.

-rossjborder issues

Doreign investments are subNect to screening in Egypt based on speci2c criteria, including 
the investorxs nationality and the companyxs activities, as some of the activities carried 
out by nonjEgyptian investors, and the investorxs nationality, may be restricted by relevant 
Egyptian laws and require certain conditions to be met. Therefore, screening must be 
performed to ensure the satisfaction of such conditions and requirements.

Doreign  ownership  restrictions  are  applied  to  several  sectors  and  locationsz  F16 
conducting importation activities for resale or trading purposes, commercial agencies and 
intermediary businessesV and F06 carrying out business in the Sinai Peninsula.

Security clearance must be obtained for any foreigner to work or do business in Egypt. 
)n practice, BAD) typically approves changes in shareholding structures without security 
clearance, e(cept for some nationalities that are x7estricted 5ationalitiesx, such as 
Xangladesh, Xelarus, -hina, )ran, )raq, )srael, 5igeria, Palestine, 7ussia, and $kraine. These 
7estricted 5ationalities require prior security clearance.

Additionally, under Egyptian law, foreign investments are subNect to review and screening 
by BAD). All companies incorporated in Egypt that are entirely or partially owned by 
nonjEgyptian investors, regardless of the percentage of this ownership and the legal 
regime that is applied F5onjEgyptian ;wned -ompanies6, must regularly report DI) data 
to BAD) within the following timelinesz

1. no later than 3U days after the incorporation date or the date of any change in the 
5onjEgyptian ;wned -ompanyxs capital, purpose, shareholding structure or board 
members Fas the case may be6V

0. no later than 'R days after the end of each quarter of a calendar yearV and

3.
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no later than four months after the end of the relevant 5onjEgyptian ;wned 
-ompanyxs 2nancial year.

Durthermore, failing to satisfy the DI) requirements will subNect the 5onjEgyptian ;wned 
-ompany to a penalty of RU,UUU Egyptian pounds, in accordance with the )nvestment 
Jaw. Doreign ownership within some sectors and activities is restricted and certain 
requirements must be satis2ed for a foreign investor to be able to perform such activities 
under the relevant Egyptian laws.

As a general rule, according to the )mporters 7egistrar Jaw, no person, whether natural 
or Nuristic, may import any product for trading purposes unless such person is registered 
with the )mporters 7egistrar, at least R1 per cent of the companyxs share capital is owned 
by Egyptian nationals. However, a recent e(ception has been introduced in light of Jaw 
5o. 1–3 of 0U03, whereby companies with foreign ownership e(ceeding '9 per cent are 
permitted to engage in importation activities for 1U years starting from ;ctober 0U03, 
subNect to the registration in the )mporters@ 7egistrar in the Beneral ;rganisation for E(port 
and )mport -ontrol, given that an Egyptian manager is appointed to maintain responsibility 
for any importation activities.

Durthermore,  in  accordance  with  the  -ommercial  Agencies  Jaw,  commercial 
agenciesjrelated activities may be carried out by companies that are 1UU per cent owned 
by Egyptian nationals. However, foreign investors can still achieve full control over this type 
of business by following a speci2c structure.

5onjEgyptian employeesx total salaries in any entity that is subNect to the -ompanies Jaw 
Fsuch as :S-s, JJ-s and ;P-s6 must not e(ceed 0U per cent of the total salaries of all 
employees working for the same entity, in accordance with the -ompanies Jaw.

However, according to the E(ecutive 7egulations of the )nvestment Jaw, an increase of the 
ma(imum ratio for foreign employees from 1U per cent to 0U per cent can be authorised 
for companies established in accordance with the provisions of the )nvestment Jaw 
provided that approval is obtained from the Egyptian Ministry of Manpower and there is 
no possibility of employing an Egyptian person possessing the necessary quali2cations.

IP protection

There are a number of international treaties and conventions on intellectual property rights 
F)P7s6 to which Egypt is a party, including thez

1. Patent -ooperation Treaty to seek patent protection for an invention simultaneously 
in a number of countries by 2ling an international patent applicationV

0. Paris -onvention on the Protection of )ndustrial Property, adopted in 1883, which 
applies to industrial property, including patents, trademarks, service marks, trade 
names, geographical indications and the repression of unfair competition, acceded 
on R March 19R1V

3. Xerne -onvention on 0 March 19–– for the protection of works and the rights of their 
authors. )t grants creators the means to control how their creations are usedV
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'. )nternational 7egistration Systems, governed by the Madrid Agreement, which was 
entered into by Egypt on 1 :uly 19R1, and the Madrid Protocol related thereto, which 
was entered into by Egypt on 3 September 0UU9V and

R. Beneva -onvention for the Protection of Producers of Phonograms against 
$nauthori€ed Iuplication of Their Phonograms acceded on 1R Iecember 19––.

Durthermore, the )ntellectual Property Jaw 5o. 80 of 0UU0 Fthe )ntellectual Property 7ights 
Jaw6 and its E(ecutive 7egulations is the primary legislation governing )P7s in Egypt. 
x-omputer softwarex is de2ned as any form of instructions and orders e(pressed by a 
particular language, symbol or sign that could be used directly or indirectly in a computer 
to perform a function or achieve a result O whether such instructions and orders are in 
their original form or any other computerjrelated form.

)n Egypt, the Permanent ;Lce for the Protection of -opyright at the Ministry of -ulture 
oversees copyrightjrelated issues. )n addition, the )ntellectual Property 7ights Protection 
oLce at the )nformation Technology )ndustry Ievelopment Agency is in charge of 
softwarejspeci2c issues.

-opyrights under the )ntellectual Property 7ights Jaw e(tend to software and computer 
programs, like any other work protected under the aforementioned law. -ompanies shall 
have the right to transfer all or some of their copyright economic rights by virtue of a 
written contractual agreement with a detailed indication of each right to be transferred 
with the e(tent, purpose, duration and place of e(ploitation of the transfer, in return for 
compensation. Durthermore, a licence may be granted by the Ministry of -ommunications 
and )nformation for the copy or translation of protected work under the )ntellectual 
Property 7ights Jaw without consent in certain conditions in return for compensation.

Employment issues

According to the Egyptian Jabour Jaw 5o. 10 of 0UU3 Fthe Jabour Jaw6, employees 
are automatically transferred in all cases of transfer of business, including mergers, 
acquisitions and sales. The Jabour Jaw provides additional protection for employees 
through the provision of Noint liability of the new employer and former employer in 
satisfying employeesx rights accrued prior to the transfer of the business.

Durthermore, according to the Egyptian -ivil -ode, if the work that is assigned to an 
employee e(poses the employee to information regarding the employerxs customers and 
con2dential information related thereto, the employer and the employee shall have the right 
to agree that the employee must neither compete with the employer after the termination 
of his or her employment contract nor participate in a competitive proNect.

However, this agreement shall only be valid in the following casesz the employee has the 
legal capacity to enter into the employment contractV and the nonjcompetition clause shall 
be limited to a speci2c period, territory and type of work and to the e(tent necessary to 
protect the legitimate interests of the employer.

Data protection
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The Iata Protection Jaw 5o. 1R1 of 0U0U FIata Protection Jaw6 is the primary legislation 
regulating the protection of personal data, which has an indirect effect on M&A activity in 
Egypt, whereby personal data of a Nuristic or natural person cannot be processed, stored 
or shared without their prior consent.

Durthermore, public record information in respect of private companies is relatively limited. 
The following public record information can ordinarily be obtainedz

1. commercial registers, which show, inter alia, the companyxs date of registration, 
current board members or directors, business activities, places of business, share 
capital and the signatory powers and authorities granted to the board members or 
directorsV however, commercial registers do not include, for e(ample, information 
on the shareholding structureV

0. real estate registered titles, which require knowledge of the e(act address of the 
target real estateV and

3. litigation cases checks, which are timejconsuming processes as they require 
conducting separate checks at each individual court.

However, the application of the Iata Protection Jaw is still subNect to the issuance of 
the E(ecutive 7egulations of the Iata Protection Jaw and the establishment of the Iata 
Protection -entre, which have not been issued nor established yet.

Subsidies

According to the )nvestment Jaw, the Technological Yones System, which is one of 
the investment systems, provides the tools and equipment necessary for technological 
activities to be carried out by a company incorporated under this system. This company 
shall not be subNect to any ta(es or customs duties of any kind in accordance with 
speci2c requirements and procedures to be determined by the E(ecutive 7egulations of 
the )nvestment Jaw.

Due diligence

As a general rule, under the -ivil -ode, the seller is not answerable for any defects of which 
the purchaser was aware at the time of the sale nor any defects that could be discovered by 
the purchaser upon e(amining the subNect of the sale with the care of a reasonable person, 
unless the purchaser proves that the seller con2rmed the absence of those defects.

There is no typical scope of due diligence in Egypt, as it is at the buyerxs discretion 
to determine the level of due diligence that he or she is willing to conductV however, 
conducting  a  full  due  diligence  is  usually  recommended  to  be  in  line  with  the 
aforementioned general rule under the -ivil -ode. Xuyers can rely on due diligence reports 
produced by the sellers, if the sellers conduct the due diligence with the care of a 
reasonable person.
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Dispute resolution

Parties usually refer any dispute related to M&A to arbitration.

The Egyptian Arbitration Jaw 5o. 0– of 199' is based on the $5-)T7AJ Model Jaw on 
)nternational -ommercial Arbitration. Since its establishment in 19–9, the -airo 7egional 
-entre for )nternational -ommercial Arbitration has adopted the $5-)T7AJ arbitration 
rules, with various amendments made until 0U11, with all amendments being based on 
$5-)T7AJxs arbitration rules.

Durthermore, Egypt has rati2ed several treaties, namely the 5ew Mork -onvention in 19R9, 
the -onvention on the Settlement of )nvestment Iisputes between States and 5ationals of 
;ther States Fthe )-S)I -onvention6 in 19–0 and a number of bilateral investment treaties.

The enforcement of foreign arbitral awards in Egypt is governed by the 5ew Mork 
-onvention. $nder the 5ew Mork -onvention, the enforcement of the arbitral award occurs 
after depositing the award with the courts and obtaining a writ of e(ecution. The award is 
then enforced in the same way as that of a court Nudgment. Durthermore, under the )-S)I 
-onvention, the enforcement of arbitral awards may be implemented by the competent 
court or any other authority, as determined by the state that is a party to the treaty. )n Egypt, 
the Ministry of :ustice is the designated authority to oversee the enforcement of arbitral 
awards, in accordance with the )-S)I -onvention.

Outlook and conclusions

)t is e(pected that Egypt will witness a huge surge in M&A activity in the technology 
sector, especially with regards to the fast growth of the mobile payments industry, with 
an estimated annual growth rate of 19.3 per cent, which is e(pected to reach $S400 
million by 0U0R. Durthermore, the government of Egypt has adopted initiatives for the 
promotion of investment with regards to 2ntech. This includes the issuance of the new 
Dintech Jaw 5o. R of 0U00, granting licences to nonjbanking 2nancial institutions in the 
2ntech sector. The efforts of the Egyptian government to promote foreign investment and 
boost postjpandemic growth is reLected in M&A activity, which constitutes an appealing 
market to foreign investors, especially in the fastjgrowing technology, media and telecoms 
and 2ntech sectors. Subsequently, Egypt has proven to be a popular and key market for 
investment in the region.
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