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Reference: T2019/2665 IM-5-3-8-2  
 
 
Date: 30 August 2019 
 
 
To: Associate Minister of Finance (Hon David Parker) 
 
 
Deadline: None 
 
Aide Memoire: Financial Implications Associated with 
Proposed Reform of the Overseas Investment Act 

The purpose of this aide memoire is to:  
 

• inform you of timing of advice on financial implications associated with 
proposed changes to the Overseas Investment Act (the Act);  

• discuss the process to seek funding for these financial implications; and 
• recommend you meet with the Minister of Finance in the week commencing  

9 September to discuss the process for seeking that funding.  
 
Background 
Treasury is currently leading a second phase of reforms to the Act. These reforms 
include: 
 

• improving the consent framework to simplify the process for most transactions; 
• introducing a national interest test and call in power to manage possible foreign 

interference risks; 
• minor changes to strengthen and clarify the criteria for consent; and 
• removing lower risk transactions from screening.  

 
You are scheduled to take a paper to Cabinet seeking agreement to the reforms in mid-
October 2019. The Terms of Reference for the reform note the Government’s intention 
to enact by mid-2020. This requires legislation to be introduced by April 2020. 
 
Advice on financial implications to be provided in mid-September 
Treasury is working with affected agencies to cost the implementation and ongoing 
operating costs associated with the reform. Agencies affected by the reform include:  
 

• The Overseas Investment Office, which administers New Zealand’s overseas 
investment laws.  

• The security agencies (NZSIS and GCSB), who will be required to input 
security/intelligence assessments as part of the national interest test and call in 
power. 

• Possibly, the Ministry of Business, Innovation and Employment/Ministry of 
Defence/or another ‘specialist’ agency that may need to provide advice on a 
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specific transaction under the national interest test or call in power (for example, 
Ministry of Culture and Heritage on a proposed media transaction), or  

• Inland Revenue if a new tax component is introduced to the screening process. 
 
You are also due to receive advice on the host agency for the call in power in early 
September. There would also be financial implications for the host agency, and these 
will be included in the costings.  
 
The costings will be included in the Cabinet paper, however the figures will be 
indicative and require further refinement. This is due to the limited time between you 
taking decisions on policy matters that affect costings (for example, the host agency for 
the call in power), and the date you need the draft Cabinet paper in order to undertake 
consultation with coalition partners.  
 
We will provide you advice on the quantum of the costs, uncertainty around the 
estimates, and outline other related issues (like fees) that require further consideration 
in the Treasury Report containing the draft Cabinet paper. You are scheduled to 
receive this report on 19 September).  
 
Following the Cabinet paper further advice will be provided on the components of the 
reform package (including the call in) which could be cost recovered from fees, and 
which components could be Crown funded. 
 
Process to seeking funding for the financial implications 
We recommend you meet with the Minister of Finance in the week of 9 September to 
discuss a process for funding the reform and test the Minister of Finance’s appetite for 
establishing, via the October 2019 Cabinet paper, a tagged contingency for the 
estimated fiscal costs of the reform via an out-of-cycle funding request (either through 
drawing down on the between-Budget contingency and/or a pre-commitment against 
Budget 2020). 
 
Alternatively, the other option is to seek in-principle policy decisions, subject to funding 
being agreed through the Budget 2020 initiatives process. 
 
At this stage, we see the out-of-cycle funding request as having most merit as:  
 

(1) An out-of-cycle funding request would allow you to progress the reform in 
accordance with your desire to introduce legislation in April 2020, and would 
provide agencies with certainty of funding when policy decisions are taken. 
However, this would not provide an opportunity for the Minister of Finance to 
weigh the relative priority of this reform package against other Government 
priorities as part of Budget 2020. 

(2) Seeking Cabinet agreement to in-principle policy decisions, subject to Budget 
2020 funding, may constrain the Government’s ability to make public 
announcements about the reform after Cabinet decisions are made in October. 
In-principle policy decisions may also compromise your ability to enact this 
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parliamentary term because introducing legislation in April will publicly commit 
the Government to the proposed reform before funding is confirmed.  

 
We note that the Treasury has two distinct roles with respect to this reform: i) policy 
advice (led by the International team) and ii) advice in our standard Vote advisory role. 
Should this meeting go ahead, Treasury (in both capacities) would provide advice on 
indicative costings and funding options to you and the Minister of Finance to support 
the meeting.  
 
 
Danni Thian, Senior Analyst, International,
Thomas Parry, Manager, International, 
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