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Keymppiints

On 13 January 2020, the US Department of the Treasury released a final
determination on national security reviews for select foreign investments and real
estate transactions in the US. Under the revised investment screening
regulations, foreign investments in US critical technology, critical infrastructure
and sensitive data will face more strenuous scrutiny on national security grounds.
The new rules will come into effect from 13 February 2020.

Three countries have been included within an ‘excepted states’ list under the new
regulations, enabling their qualifying investors to be subject to lesser compliance
requirements. Those countries are Australia, the UK, and Canada. It appears that
the exceptions derive in part from the formal defence and security alliances that
each of those countries has with the US, and in part from similarities with the US
in each of those countries’ existing or proposed investment screening regimes.

New Zealand has not been included in the first iteration of the ‘excepted states’
list. While the practical implications of non-inclusion from the ‘excepted states’
list appear, on our initial assessment, to be limited, 6(@)

US Treasury officials have informed us that New Zealand will be in a strong
position to eventually be added to the list of ‘excepted states’, based on
implementation of our own recently-announced foreign investment screening
reforms which will align us more closely with the US approach. $6(@)

New Zealand Treasury officials and the Embassy in Washington, D.C. will
maintain close contact with US Treasury and other relevant US agencies to keep
them abreast of progress with stage two of our Overseas Investment Act reforms,
and to seek clarity on the steps required for New Zealand to be added to the
‘excepted states’ list.

We propose to take all relevant opportunities to advocate for New Zealand’s
prompt inclusion in a future iteration of the ‘excepted state’ list, including through
the Defence Minister's forthcoming visit to Washington D.C.
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Ben King
Acting Secretary of Foreign Affairs and Trade
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Annex

The following media talking points were provided to Ministers on 14 January and
remain current:

The US Department of the Treasury has released a final determination on
national security reviews for select foreign investments and real estate
transactions in the US. The new rules come into effect on 13 February.

Foreign investments in US critical technology, critical infrastructure and sensitive
data will face more strenuous scrutiny on national security grounds.

Three countries have been added to an ‘excepted states’ list and may face lesser
compliance requirements. Those countries are Canada, the UK, and Australia.
The exceptions derive from formal defence and security alliances that each of
those countries has with the US, as well as similarities with the US in their
existing investment screening regimes.

New Zealand has not been included in the first iteration of the ‘excepted states’
list. US officials have informed us that New Zealand will be in a strong position to
eventually be added to the list, based on our own recently-announced foreign
investment screening reforms.

[If asked why New Zealand was not included, when Australia, Canada and the
UK were] These countries have formal defence alliances with the
US. New Zealand is a very close partner of the US, and we have a very strong
defence relationship. However, our defence relationship stops short of a formal
alliance, which is a factor in determining the ‘excepted states’ list.

[If pressed on why New Zealand was not included] There are many other
countries which have close relationships with the US, including formal allies, and
have not been included in the initial list of ‘excepted states’. Germany, Japan
and France would be relevant examples.

[If asked about Five Eyes implications] The US decision relates to foreign
investment screening rules. It bears no relation to New Zealand’s intelligence
cooperation with our partners.

[If asked about the US economic relationship] New Zealand has a valuable
economic and investment relationship with the US. US officials have suggested
that our proposed foreign investment screening reforms will effectively address
US requirements

[If asked about FTA ambitions] There is strong political support in the US and in
New Zealand for improving our bilateral trade and economic relationship. We will
continue to talk with the US about how we can build on that in 2020 — including in
investment.
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