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Action Sought 

 Action Sought Deadline 

Minister of Finance  
(Hon Grant Robertson) 

Note this briefing. N/A 

Associate Minister of Finance  
(Hon David Parker) 

Indicate whether you wish to proceed 
with developing a zero-threshold 
national security call-in power within the 
OIA as part of the Phase Two reform 

By 20 February 2019 to ensure 
that development of a call-in 
power, if required, can be 
incorporated into the broader 
timelines for the Phase Two 
reform. 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 

Senior Analyst, International  

(wk) 

N/A 

(mob) 

 

Thomas Parry Team Leader, International  

(wk) (mob) 

 

Actions for the Minister’s Office Staff (if required) 

Return the signed report to Treasury. 

 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: Yes (attached)    
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Treasury Report: Overseas Investment: Advice on a 'zero-threshold' 
national security call-in power 

Executive Summary 

This paper responds to your recent request, after receiving MFAT legal advice, for officials to 
begin developing a zero threshold national security call-in power (‘call-in power’) for inclusion 
in the Overseas Investment Act (OIA) Phase Two reform discussion document.   

The paper outlines key policy factors to consider alongside the MFAT legal advice, including 
the wider Government work programme context in which we would develop a call-in power.  
It also responds to your request of DPMC for additional context on national security risks to 
New Zealand’s strategic assets.  

With this additional context, we seek reconfirmation that you wish to include development of 
a call-in power as part of the Phase Two reform of the OIA, and if so, the paper outlines next 
steps.  

A call-in power could be designed to address some national security risks for which we do 
not have existing regulatory levers.  While the current Phase Two reform work programme is 
developing a national interest test that could address national security concerns, this would 
only apply to companies currently screened under the OIA.

The process of developing the call-in power would also be complex. Challenges include 
designing the notification regime, and creating a new operational function to undertake the 
screening. Overcoming these challenges is achievable but it would introduce risks to the 
delivery of the existing Phase Two reform work programme.   

Based on these considerations, the merits of developing a call-in power are evenly balanced.  
Putting a stronger weighting on the importance of delivering some short-to-medium term 
solutions in this area of national security risk would tip the balance toward proceeding with 
exploring a call-in power under the OIA.  

Conversely, putting stronger weighting on reducing delivery risk for the Phase Two reform 
and potentially delivering a non-discriminatory with broader coverage (such as economically 
significant technology) would tip the balance toward continuing to focus resources on the 
existing Phase Two reform and

[36]
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If you reconfirm your request that officials develop a call-in power in the OIA, we will provide 
text for the Phase Two reform discussion document and begin policy design work.  We will 
consider resourcing implications further and discuss with your office at first instance.  

Recommended Action 

We recommend that you: 
 
a note that a call-in power would allow the Government to screen some additional 

foreign investment transactions of potential national security concern not captured by 
the Overseas Investment Act 2005 (OIA), though residual risks would remain 
unaddressed in the short term  

b 

c note that developing a call-in power has resourcing implications that introduce risk to 
the delivery of other components of the OIA reform project 

d indicate whether you wish to proceed with developing a zero-threshold national 
security call-in power within the OIA as part of the Phase Two reform 

 
Yes  /  No 

e note officials are working with your office to arrange a discussion about screening of 
critical national infrastructure,

Thomas Parry       
Team Leader International     

Hon David Parker 
Associate Minister of Finance 
 

[1]
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Treasury Report: Overseas Investment: Advice on a 'zero threshold' 
national security call-in power 

Purpose  

1. Following your request for officials to develop a zero threshold national security call-in 
power (‘call-in power’), this paper provides additional context on national security risks 
to our strategic assets. This paper also outlines the broader work programme in place 
to address those risks, and the limits and complexities associated with such a call-in 
power.  

2. With this additional context, the paper seeks confirmation that you wish to develop a 
call-in power as part of the Phase Two reform of the Overseas Investment Act 2005 
(OIA).  

Context 

Process to date 

3. In January 2019 you received legal advice from MFAT (included as Attachment A)

You subsequently requested (via your office): 

• that officials include a potential call-in power in the Phase Two reform discussion 
paper for Cabinet consideration in March 2019; and 

• advice from the Department of Prime Minister and Cabinet (DPMC) on which 
categories of foreign investment not currently screened under the OIA should be 
subject to national security screening (provided this is consistent with the national 
security exceptions). 

4. This paper has been prepared in consultation with MFAT, DPMC and the Ministry of 
Business, Innovation and Employment (MBIE), with reference to MFAT’s legal advice, 
and responds to your requests above. It also identifies some policy factors to consider 
as part of the limitations and benefits of a call-in power.  

5. For clarity, in this advice we define a call-in power as one that allows for a particular 
acquisition of business assets by an overseas person to be “called in” for screening on 
essential security grounds.  

6. The national security risks we discuss in this paper are 

[36]
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Introduction of a national interest test could enable national security scrutiny of foreign 
investment transactions already covered by the OIA 

7. The OIA requires overseas persons to undergo screening and obtain consent before 
they can obtain an interest in sensitive New Zealand assets. This includes:  

• significant business assets (generally assets of over $100 million);1 and 

• sensitive land, which includes foreshore, seabed and riverbed land; residential 
and lifestyle land; and certain farmland and forestry land. 

8. The OIA was amended in 2018 to require investments in residential land and certain 
profits à prendre (including forestry rights) to be screened (the Phase One reform). 
Building on these amendments, the OIA is currently being reviewed (the Phase Two 
reform) with the goal of: 

• enabling the Government to effectively manage risks associated with overseas 
investment; while 

• ensuring that the Act operates efficiently and effectively; and 

• supporting overseas investment in productive assets. 

10. A significant element of the Phase Two reform is the development of a test to enable 
the Government to assess the broader implications of a prospective investment (such 
as a national interest test). This could enable national security scrutiny of transactions 
already covered by the OIA.  

Some of the transactions not covered by the OIA may raise national security concerns,

                                                
1  Higher thresholds apply for investments by overseas persons from designated countries. For example, the screening 

threshold for Australians is $512 million.  

[36]
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Potential coverage of a call-in power  

You have sought advice on which transactions (currently not subject to the OIA) ought to be 
subject to national security screening    

13. Having reviewed MFAT’s legal advice, you sought further advice from DPMC on which 
categories of foreign investment not covered by the OIA could raise national security 
risks (and thus should be subject to screening to manage national security risks). This 
advice has been prepared in consultation with DPMC.  

15. The table overleaf (Figure 1) sets out the asset categories that we consider could raise 
national security concerns

                                                

[1, 36]
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Figure 1: Potential asset category coverage of a zero-threshold national security call-in power (legally privileged) 

Asset category  Discussion  

Technology with 
military or dual-
use applications 

This would include firms or assets that have military or dual-use technology. If we assume 
that most of these companies fall below the existing monetary threshold, the OIA is 
unlikely to cover most of them.  

Further policy work to define the scope of a call-in power would likely start with 
technologies listed in the New Zealand Strategic Goods List in the Customs and Excise 
Act 2018, but may consider a broader range of technologies.  

Examples (subject to case-by-case assessment) might include:  

• A firm producing advanced unmanned aerial vehicles (UAVs) capable of deploying at 
high altitude and flying much more quietly than conventional UAVs (i.e. potential 
application in a military setting).  

• A firm with intellectual property rights to advanced jet propulsion technology that could 
be used in ballistic missiles and other military hardware.  

• A firm producing advanced computer hardware or software that could readily and 
directly be used to conduct cyber-warfare. 

[36]
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Asset category  Discussion  

Critical direct 
suppliers to the 
defence functions 
of government 
(potentially 
including some 
critical 
infrastructure)  

This would include firms that directly provide goods or services to the defence function3 of 
government that are critical to its functioning and not quickly substitutable.

Examples (subject to case-by-case assessment) might include:  

• A firm providing satellite ground station services (used for tracking, controlling, and 
observing satellites, as well as receiving data), to satellites that support precision 
navigation and imagery for defence functions of government.   

• An electricity distribution or telecommunications company that directly supports the 
functioning of core defence apparatus.  

Critical 
infrastructure 
(other than critical 
direct supplier to 
defence)  

This includes infrastructure that is essential to the country’s health, safety, security and 
wellbeing, and to the effective functioning of government, but not directly its defence 
functions. 

We estimate the OIA currently covers a significant amount of these firms / assets through 
the significant business assets and/or sensitive land screening categories.  

Example: 

• A regional electricity distribution or telecommunications company that does not supply 
core defence apparatus.  

                                                
3  
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Asset category  Discussion  

Assets / firms that 
process or hold 
significant 
amounts of 
sensitive personal 
data 

This includes firms that receive, hold or process large amounts of sensitive information 
about their customers.

Examples:  

• Healthcare providers. 

• IT service / software providers.  

Defence areas  This includes land designated as a defence area, and all adjacent land. 

We note that the OIA already covers a significant amount of defence areas and adjacent 
land.  

Example:  

• Farmland adjacent to a New Zealand Defence Force training area.  

Other technology 
(that is not 
military or dual-
use) 

This includes firms that produce technology of economic significance and/or that have 
access to international value/supply chains.

Examples: 

• A cancer diagnostics firm that offers a genetic biomarker-based suite of tools, and links 
to an international value chain.  

• A firm that designs and manufactures of integrated and automated baggage handling, 
security and parcel handling systems.  

[36]
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Asset category  Discussion  

Print and 
broadcast media 

This includes firms that produce a significant amount of the print or broadcast content 
accessed by New Zealanders. 

Example:  

• A print media outlet with dominant market share and significant readership in a given 
geographic or demographic New Zealand media market.  

[36]
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A call-in power would broaden the range of foreign investment transactions that can be 
screened,

18. As set out above, a call-in power would enable national security scrutiny of foreign 
investments in firms that hold technology with military or dual-use applications, and 
critical direct suppliers to the defence functions of government. This would be an 
improvement on the status quo.  

Additional policy factors for consideration 

20. In addition to advice on the coverage of a potential call-in power, we set out below a 
number of other policy factors that may inform your consideration of whether to 
proceed with developing options.   

                                                
4  
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Addressing the design complexities associated with a call-in power may have impacts for 
delivery of the Phase Two reform of the Overseas Investment reforms 

26. A call-in power would improve the Government’s ability to manage some risks that you 
are concerned about relatively quickly (in line with Phase Two reform timeframes).  

27. However, a call-in power would apply to transactions not currently covered by the OIA, 
which raises a number of design complexities. These include:  

• Call-in power design – including developing a notification regime that defines 
transactions within the call-in power’s scope (this would be necessary to ensure 
the Government is aware of transactions). This would require balancing 
specificity, which reduces investor uncertainty, with breadth, which preserves 
flexibility to respond to a changing environment. Alternatively, a call-in power 
might involve voluntary notification but with additional disposal powers to deal 
with transactions which are not notified and subsequently raise national security 
concerns.  

• Organisational design – such as determining which agency is responsible for 
administering this regime and the extent to which this necessitates new capability 
and capacity. Any notification regime would require enhanced monitoring 
resources (and perhaps monitoring powers) to ensure compliance with 
notification requirements.  

• Process design – including how the process is funded (from notification through 
to assessment and recommendation); what timeframes are set out for 
assessment of transactions; which Minister(s) is/are empowered to make 
decisions about calling transactions and making any determinations; and how this 
process interacts with other regulatory processes.   

28. Officials consider these design complexities are manageable (international partners 
have successfully implemented, or are implementing, similar regimes).  

[1, 36]

[1,33]
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29. However, working through these complexities would divert some resources from the 
existing elements of the Phase Two reform of the OIA, and thus presents risks for the 
delivery of that project.  

30. To date, Treasury has lead this work as part of the Phase Two reform, with support 
from MBIE and DPMC. This support is a temporary measure and, making reasonable 
assumptions about agencies’ ongoing involvement and 

 we anticipate 
there will be a shortfall of analytical resource available to undertake this work.  

Foreign relations and international reputation  

34. New Zealand is a small country that relies on international rules, and the Government 
has reiterated the importance of preserving the rules-based multilateral trading system. 

35. There is also a countervailing risk that if the Government does not introduce a call-in 
power, it could subsequently become aware of a transaction about which it has 
genuine national security concerns, but no ability to act 
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Impact on investment attractiveness and certainty  

36. Proceeding with development of a call-in power could signal that the Government is 
less open to foreign investment. It would also increase regulatory costs for a range of 
entities investing in New Zealand and may create uncertainty for investors about when 
the power may be used. Careful messaging to international partners and investors and 
good regulatory design could help to mitigate these risks. 

37. A call-in power could similarly adversely affect New Zealand companies that are 
subject to the call-in power (such as small dual-use technology firms) by introducing a 
regulatory barrier to accessing foreign capital to support their own growth strategies.  

Agency view  

38. Officials have assessed the likely benefits of developing a call-in power (as defined in 
this paper) taking into account the policy considerations above. We consider the 
decision is finely balanced. 

39. If the call-in power were progressed, the cross-government package of reforms to 
address the national security risks in this area would be:  

• A targeted overseas investment-based instrument, introduced as soon as 
possible, to deal with exceptional national security cases associated with dual 
use firms and critical direct suppliers to defence (i.e. a call-in power as part of the 
Phase Two reform); 

• A national interest test applied to overseas investment transactions already 
captured by the OIA (already under development in the Phase Two reform); 

40. Putting a stronger weighting on the importance of delivering some short-to-medium 
term solutions in this area of national security risk would tip the balance toward 
proceeding with developing a call-in power as part of the Phase Two reform.  

41. Conversely, putting stronger weighting on reducing delivery risk for the Phase Two 
reform, 

[1]

[1]
 

 

 



T2019/160 : Treasury Report: Overseas Investment: Advice on a 'zero threshold' national security call-in power Page 15 

Next steps  

We seek reconfirmation of your intent to proceed with development of a call-in power 

42. Taking into account these policy considerations, we seek confirmation of your intent to 
develop a call-in power for inclusion in the Phase Two reform discussion paper.  

43. If you decide to proceed, the draft discussion paper will describe a potential call-in 
power in broad terms as an option alongside current options to reform the consent 
architecture to introduce a national interest test. The discussion paper would note that 
the call-in power could operate in isolation or as a complement to any of the other 
options presented. Treasury expects to provide you with a draft discussion paper for 
your consideration before you present it to Cabinet in March 2019.  

Resourcing implications 

44. Officials will explore options for how to resource this work to minimise impact on the 
delivery of the broader Phase Two reform work programme. We will discuss any 
implications with your office.  

45. As noted above, the development of a call-in power would have resourcing implications 
for whichever agency is responsible for operationalising it. This would be considered as 
part of the policy design process.  

Consultation   

46. The following agencies were consulted on this paper: MFAT; MBIE; DPMC (National 
Security Policy Directorate); and LINZ. 

47. DPMC (Policy Advisory Group) and the Ministry of Defence were informed.  
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Attachment A: MFAT legal advice 
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Attachment B: [1]
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