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Table 3.3: Level of Foreign Investment in Australia, by Type of Investment ($ Billion)

At 30 June
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1990
1991
1992
1993
Sources:
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Australian Investment Abroad

There was a return to Australian investment abroad in 1992-93 following a
withdrawal of investment of $1 billion in 1991-92., Nevertheless, this flow was only
marginal at $0.1 billion and well below the peak of $16.4 billion in 1987-88. The
return to Australian investment abroad occurred principally in portfolio lending in
the non-official sector, with investment in portfolio corporate equities showing a
repatriation of funds to Australia. This was partially offset by an increase in direct
investment corporate equities which more than doubled, and by the withdrawal of
investment from investment groups abroad.

Foreign Investment by Country

At 30 June 1993, the United States ($72.6 billion), United Kingdom ($57.8 billion)
and Japan ($52.2 billion) continued to hold the largest stocks of investment in
Australia

The dominance of UK, US and Japan as the main source of foreign investment in
Australia, however, has declined modestly in recent years. As can be seen in
Chart 3.1 the major trend evident over the last ten years has been investment in
Australia through the international capital markets and international institutions - the
nature of these markets means that the bulk of the investment is of a portfolio
nature,

Chart 3.1 Share of Foreign Investment in Australia - Selected Years

1982-83 1992-93
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International Markets Unallocated

Source:  ABS 5306.0 International Investment position, Aust Sept Qtr 1993
ABS 56305.04 International Investment Position, Aust: Detailed Country by Industry Statistics 1982-83

E Other Countries

33




Foreign Investment by Sector

Chart 3.2 Foreign Investment Flows by Sector

$billion
30.0

BT Finance, Property

and Business Services

20.0
150
100
50 Manufacturing L
B M 'jﬁﬁfx
J MiningvWMM’‘“‘“’vv ;;,ﬁ””"w
- " ” ehsossve
0.0 + . ———
Other industries
_5.0 1 | 1 1
1987-88 1988-89 1989-90 1990-91 1991-92 1992-93

Source:  ABS 5305.0 Intemational Investment Position, Aust 1991-92
ABS 5306.0 Intemational Investment Position, Aust Sept Qtr 1993
ABS 56305.040001 International Investment Position, Aust : Detailed Country by Industry Statistics
1987-88 to 1991-92

Associated with the deregulation of the financial system and the asset boom of the
mid 1980s was a substantial increase in investment in the finance, property and
business services sector. The subsequent decline in this sector, as can be seen in
Chart 3.2, more than accounted for the decline in the total flow of investment to
Australia between 1988-89 and 1992-93.

Despite this recent decline in the relative importance of the Finance, Property and
Business Services sector, it has over the longer term been a significant component of
investment flow to Australia. Over the last decade, the relative importance of the
finance, property and business services sector as a proportion of investment flows to
Australia has increased from around 35 per cent in 1982-83 to around 63 per cent in
1992-93.
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Appendix A

SUMMARY OF AUSTRALIA'S FOREIGN INVESTMENT
POLICY AS AT 30 JUNE 1993

General

The Government's foreign investment policy is framed and administered with a view
to encouraging foreign investment in Australia and ensuring that such investment is
consistent with the needs of the community.

The Government recognises the substantial contribution foreign investment makes to
the development of Australia’'s industries and resources. Capital from other
countries supplements domestic savings and provides scope for higher rates of
economic activity and employment.

Foreign capital also provides access to new technology, management skills and
overseas markets.

Notification

The types of proposals by foreign interests to invest in Australia which should be
notified to the Government can be summarised as:

o acquisitions of substantial interests in existing Australian businesses with total
assets over $5 million ($3 million for rural properties);

 plans to establish new businesses involving a total investment over $10 million;
o investments in the media irrespective of size;

« direct investments by foreign governments or their agencies irrespective of size;
+ acquisitions of non-residential commercial real estate valued over $5 million;

» acquisitions of residential real estate irrespective of size (unless exempt under
the regulations);

o takeovers of offshore companies whose Australian subsidiaries or assets are
valued over $20 million or account for more than 50O per cent of the target
company's global assets; and
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«  proposals where any doubt exists as to whether they are notifiable.
A foreign interest is briefly defined as:
o anatural person not ordinarily resident in Australia; and

o any corporation, business or trust in which there is a substantial foreign
interest, ie in which a single foreigner (and any associates) has 15 per cent or
more of the ownership or in which several foreigners (and any associates) have
40 per cent or more in aggregate of the ownership.

Examination by sector

The Foreign Acquisitions and Takeovers Act 1975 applies to most examinable
proposals and provides penalties for non-compliance.

Rural Properties, Agriculture, Forestry, Fishing, Resource Processing, Oil &
Gas, Mining (Excluding Uranium), Manufacturing, Non-Bank Financial
Institutions, Insurance, Sharebroking, Tourism (Hotels and Resorts), Most
Other Services.

The Govemnment registers, but normally raises no objections to, proposals above the
notification thresholds where the relevant total assets/total investment falls below
$50 million. Notification thresholds are $3 million for purchases of rural properties,
$5 million for acquisitions of substantial interests in other existing businesses,
$10 million for the establishment of new businesses and $20 million for offshore
takeovers.

The Government examines proposals to acquire existing businesses (with total
assets over $50 million) or establish new businesses (with a total investment over
$50 million) and raises no objections to those proposals unless they are contrary to
the national interest. Offshore takeovers do not generally raise national interest

issues.

Real Estate

Proposed acquisitions of residential real estate are exempt from examination in the
case of Australian citizens living abroad and foreign nationals entitled to permanent
residence in Australia.

Proposed acquisitions of real estate for development (within 12 months) are
normally approved unless they are contrary to the national interest.
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Foreign interests are normally given approval to buy vacant residential land (on
condition that construction of a dwelling is commenced within 12 months) and to
buy home units, townhouses etc ‘off-the-plan’, under construction or newly
constructed but never occupied, on condition that no more than half of the units in
any one development are sold to foreign interests.

Proposed acquisitions of residential property (both vacant land and existing
dwellings) which are within the bounds of a resort that the Treasurer has designated
as an 'Integrated Tourism Resort’ are exempt from examination,

All other proposals by foreign interests to acquire developed residential real estate
are examinable and are not normally approved except in the case of foreign
companies buying for their senior executives resident in Australia, and foreign
nationals temporarily resident in Australia for more than 12 months buying for their
own use as a principal residence (subject to the sale of the property when they cease
to reside in Australia).

Proposed acquisitions of developed non-residential commercial real estate are
normally approved unless they are contrary to the national interest.

Banking

Foreign investment in the banking sector needs to be consistent with the Banking Act
1959, the Banks (Shareholdings) Act 1972 and banking policy, including prudential
requirements.

The Government will permit the issue of new banking authorities to foreign owned
banks where the Reserve Bank is satisfied the bank and its home supervisor are of
sufficient standing, and where the bank agrees to comply with Reserve Bank
prudential supervision and arrangements. In addition, foreign owned banks will not
be precluded from bidding for the smaller banks (if available for sale), ie for banks
other than the four majors.

Civil Aviation

Foreign airlines flying to Australia can generally expect approval to acquire up to
25 per cent of the equity in a domestic carrier individually or up to 40 per cent in
aggregate provided the proposal is not contrary to the national interest. In special
circumstances the Government is prepared to consider foreign equity proposals in
excess of these guidelines provided the proposal is not contrary to the national
interest. All other foreign investors (including those which do not operate an airline
service to Australia) may acquire up to 100 per cent of a domestic carrier or
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establish a new aviation business unless judged contrary to the national interest. In
the case of Australia's international flag carrier, Qantas, total foreign ownership is
restricted to a maximum of 35 per cent in aggregate, with individual holdings limited
to 25 per cent. In addition, a number of national interest criteria must be satisfied,
relating to the nationality of Board members and operational address of the
enterprise.

Shipping

The Ship Registration Act 1981 requires that, for a ship to be registered in
Australia, it must be majority Australian-owned (ie owned by an Australian citizen,
a body corporate established by or under law of the Commonwealth or of a State or
Territory of Australia), unless the ship is designated chartered by an Australian
operator.

Media

All proposals to invest in the media sector are subject to prior approval under the
Government's foreign investment policy.

Broadcasting

The broadcasting regulatory regime, enacted through the Broadcasting Services Act
1992 (BSA), includes revised foreign ownership and control limits for commercial
radio broadcasting services and introduces limits for subscription television
broadcasting services.

Foreign interests in commercial television broadcasting services continue to be
limited to a 15 per cent company interest for individuals and a 20 per cent company
interest in aggregate. A foreign person may not be in a position to exercise control
of a commercial television broadcasting licence. No more than 20 per cent of
directors may be foreign persons.

Foreign ownership and control limits have been removed for commercial radio.

For all subscription television broadcasting services licences, foreign interests are
limited to a 20 per cent company interest for an individual and a 35 per cent
company interest in aggregate.

There are no other foreign ownership and control restrictions on other broadcasting
services under the BSA,
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Newspapers

Foreign investment in mass circulation newspapers is restricted. All proposals by
foreign interests to acquire an interest in or to establish a newspaper in Australia are
subject to case-by-case examination. The maximum permitted foreign interest
involvement in mass circulation newspapers by a single shareholder is 25 per cent
and unrelated foreign interests are allowed to have (non-portfolio) shareholdings of
up to 5 per cent,

Telecommunications

Only the Commonwealth of Australia may hold shares in Telstra Corporation Ltd
and these shares cannot be transferred. Optus Communications Pty Ltd, Australia's
second general telecommunications company is 51 per cent Australian owned.
Govermnment policy stipulates that this 51 per cent Australian ownership level is to
be maintained in the foreseeable future. Australia's third licensed mobile carrier,
Vodaphone Pty Ltd is currently 95 per cent foreign owned. It is, however, a
condition of the licence that, on or after 1 July 2003, foreign interests must not hold
50 per cent or more of Vodaphone's total issued shares.

Uranium

Foreign interests may explore for uranium and are not required to seek Australian
participation in their exploration activities. With respect to development or uranium
projects, the Government's policy provides for the operation of the Ranger and
Nabarlek projects in the Northemn Territory and the development of the Olympic
Dam copper/uranium/gold deposit in South Australia, but for no other uranium
mines to be developed.
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Appendix B

FOREIGN INVESTMENT POLICY AND
ADMINISTRATION - LEGISLATION, POLICY
STATEMENTS AND PUBLICATIONS

Legislation
1. Companies (Foreign Take-overs) Act 1972, No 134 of 1972 - Novembef 1972,
2. Companies (Foreign Take-overs) Act 1973, No 199 of 1973 - December 1973,

3. Foreign Takeovers Act 1975, No 92 of 1975 - August 1975 (now known as the
Foreign Acquisitions and Takeovers Act as amended).

4. Foreign Takeovers Amendment Act 1976, No 93 of 1976 - September 1976.
5. Statutory Rules 1975, No 226 - December 1975.
6. Statutory Rules 1976, No 203 - September 1976.

7. Commonwealth Functions (Statutes Review) Act 1981, No74 of 1981 -
June 1981.

8. Foreign Takeovers Amendment Act 1989, No 14 of 1989 - August 1989.

9. Foreign Acquisitions and Takeovers Regulations (Amendment), No 302 -
24 September 1991.

Policy Statements

1. Statement by the Treasurer, the Hon Paul Keating, MP - Review of Foreign
Investment Policy - 20 December 1983.

2. Statement by the Treasurer, the Hon Paul Keating, MP - Foreign Investment
Policy and Stockbroking - 18 April 1984.

3. Statement by the Treasurer, the Hon Paul Keating, MP - Participation in

Banking in Australia and Other Issues of Financial Deregulation -
10 September 1984,
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10.

11.

12.

13.

14.

15.

16.

17.

Statement by the Treasurer, the Hon Paul Keating, MP - Foreign Investment
Policy and Stockbroking - 18 December 1984,

Statement by the Treasurer, the Hon Paul Keating, MP - New Banking
Authorities - 27 February 1985,

Statement by the Acting Treasurer, the Hon Chris Hurford, MP - Review of
Foreign Investment Policy - 29 October 1985.

Statement by the Acting Treasurer, the Hon Chris Hurford, MP - Economic and
Rural Policy Statement - 15 April 1986.

Statement by the Treasurer, the Hon Paul Keating, MP - Foreign Investment
Policy Relaxations - 28 July 1986.

. Statement by the Treasurer, the Hon Paul Keating, MP - Further Liberalisation

of Foreign Investment Policy - 30 April 1987,

Statement by the Treasurer, the Hon Paul Keating, MP - Thin Capitalisation
and Corporate Restructures in relation to Foreign Investment Policy -
30 April 1987.

Statement by the Treasurer, the Hon Paul Keating, MP - Foreign Investment
Policy: Developed Residential Real Estate - 29 September 1987.

Statement by the Treasurer, the Hon Paul Keating, MP - Foreign Investment
Policy: New Oil and Gas Developments - 20 January, 1988.

Statement by the Treasurer, the Hon Paul Keating, MP - Proclamation of
Foreign Takeovers Amendment Act 1989 and Gazettal of Foreign Acquisitions
and Takeovers Regulations - 6 July 1989.

Statement by the Treasurer, the Hon J. Kerin, MP - Foreign Investment Policy:
Integrated Tourism Resorts - 25 July, 1991.

Statement by the Treasurer, the Hon J. Kerin, MP - Foreign Investment in the
Print Media - 10 October 1991.

Statement by the Treasurer, the Hon J. Dawkins, MP - Economic Statement:
Foreign Investment Policy Changes - 26 February 1992,

Statement by the Treasurer, the Hon J. Dawkins, MP - Modification to Foreign

investment policy. Residential Real Estate and Developed non-commercial real
estate - 1 April 1993.
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18. Statement by the Treasurer, the Hon J. Dawkins, MP - Foreign Investment
Policy: Mass circulation newspapers - 20 April 1993,

Publications
« Foreign Investment Review Board Reports: 1977 to 1993.

o Australia'’s Foreign Investment Policy - A Guide for Investors, Revised
September 1992,

Copies of the Board Reports and the Guide may be obtained from Australian
Government Publishing Service bookshops. The Guide is also available at
Australia's overseas posts.
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Appendix C

FOREIGN INVESTMENT PROPOSALS - PRESS
RELEASES BY THE TREASURER, 1992-93

No. 140

No. 189

No. 198

No. 199

No. 23

No. 32

Statement by the Treasurer, the Hon J. Dawkins, MP - Retirement of
Sir Bede Callaghan, CBE, Chairman of the Foreign Investment Review
Board - 11 September 1992.

Statement by the Treasurer, the Hon J. Dawkins, MP - Foreign
Investment Proposal: Campbell Soup Company's proposed acquisition
of Amotts - 7 December 1992.

Foreign Investment Proposal - Pacific BBA Building Products Pty Ltd:
Proposed acquisition of Siddons Ramset Limited - 23 December 1993,

Foreign Investment Proposal - W.A. Deutsher Pty Ltd: Proposed
acquisition of Siddons Ramset Limited - 23 December 1993.

Statement by the Treasurer, the Hon J. Dawkins, MP - Modification to
Foreign investment policy. Residential Real Estate and Developed
non-commercial real estate - 1 April 1993,

Statement by the Treasurer, the Hon J. Dawkins, MP - Foreign
Investment Policy: Mass Circulation Newspapers - 20 April 1993.
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Appendix D

CHRONOLOGY OF MEASURES RELATING TO
FOREIGN INVESTMENT POLICY, DECEMBER 1983 TO
JUNE 1993

20 December 1983

The Treasurer announced the Government's decision to continue the broad thrust
of the previous Coalition Government's foreign investment policy. Specific
guidelines for Australian participation would continue for new mining and primary
industry projects and, in certain circumstances, for proposals to invest in the
finance and insurance sectors, to develop real estate and to take over existing rural
businesses. The Government also announced its intention to appoint two
additional representatives to the Foreign Investment Review Board.

18 April 1984

Following a Trade Practices Commission (TPC) ruling that allowed stockbroking
firms to incorporate, the Treasurer announced the results of a review of foreign
investment policy as applied to the stockbroking industry (prior to the TPC ruling,
non-residents were precluded from having an interest in unincorporated
stockbroking firms). Under the revised policy, proposals by foreign interests to
acquire shareholdings in stockbroking businesses would only be allowed to
proceed, where they involved the acquisition of less than 15 per cent of shares by a
single foreign interest or of less than 40 per cent by two or more foreign interests.

10 September 1984

The Government invited applications from domestic or foreign interests for a
limited number of banking authorities and decided to initiate proceedings to enable
the Bank of China to open a branch in Australia.

The Treasurer also announced the temporary waiving (for one year) of some
sections of its foreign investment policy relating to the merchant banking sector.
The "Australian opportunities test" (ie the requirement that Australians be given
the opportunity to bid on market terms for interests available for sale) and the
"substantial economic benefits" test of foreign investment policy were to be set
aside for a period of 12 months in respect of merchant bank restructuring
proposals.

18 December 1984

The Treasurer announced the Government's decision to increase to 50 per cent the
maximum permitted shareholding in Australian stockbroking businesses that
might be held by foreign interests. This revised the previous limitations
announced on 18 April 1984.

27 February 1985

The Treasurer announced that the Government had selected 16 new banks which
would be invited to establish operations in Australia. Each would be required to
proceed with discussions with the Reserve Bank and the Treasury with a view to
developing their proposals.

22 May 1985

The Banks (Shareholdings) Act 1972 (which limits the size of shareholdings in
banks authorised under the Banking Act 1959) was amended in order to facilitate
the establishment of new banks in Australia. The major amendments were an
increase in the size of individual shareholdings in a bank which might be held
without the Governor-General's approval from 10 to 15 per cent, and allowing the
Govemor-General to grant exemptions from the new higher limit in the national
interest.

29 October 1985

The Acting Treasurer announced a number of modifications to policy aimed at
streamlining existing procedures, the most significant of which were:

« the practice of requiring the demonstration of specific opportunities for
Australians to purchase interests available for sale (the "opportunities test") was
discontinued;

o the administrative threshold below which takeovers were normally approved, in
the absence of special circumstances, was increased from $2 million to
$5 million;

+ the notification threshold for new businesses (except in the media or civil
aviation) was increased from $5 million to $10 million;

o the notification threshold for foreign investment in real estate was increased
from $250,000 to $600,000;
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o the liberalised stance in relation to merchant banks was extended to other
non-bank financial intermediaries;

« the need for 5O per cent Australian equity for land bought for development and
subsequent resale was to be applied only to developments costing $10 million or
more; and

 the exemption threshold for offshore takeovers was increased from $3 million to
$20 million,

15 April 1986

As part of the Government's Economic and Rural Policy Statement, it announced
the relaxation of the rules applying to foreign investment in rural land such that
only proposals over $3 million (previously $1 million) would be subject to the
stricter test of providing effective Australian participation or benefits of national or
regional significance to gain approval.

28 July 1986
The Treasurer announced a number of significant relaxations to policy including:

+ the net economic benefits test and Australian equity requirements for takeovers
and new businesses in the manufacturing, tourism and non bank finance sectors
were suspended and proposals were to be automatically approved unless
contrary to the national interest;

o the minimum Australian equity requirements for real estate for development
(both for retention or resale), and service industry real estate (hotels and motels,
tourism resorts) were abolished;

+ acquisitions of developed commercial real estate were to be allowed provided
there was 50 per cent Australian equity (previously there was a virtual
prohibition); and

« the policy test on rural property acquisitions over $3 million was relaxed such
that approval would now be granted where it could be demonstrated by the

intending investor that proposed on-farm development expenditure would be at
least one - third of the acquisition price.

30 April 1987

The Treasurer announced a number of further liberalisations including:
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o passing amendments to the Foreign Takeovers Act 1975 providing for the
exemption from notification of takeovers below $5 million ($3 million for
rural businesses);

« extending the national interest based test (applied to manufacturing, tourism and
non-bank finance sectors since July 1986) to other sectors namely resource
processing, services, insurance, sharebroking and rural properties; and

« improvements to the benefits associated with naturalised or naturalising status,
namely, that all takeovers or new businesses involving naturalised or
naturalising companies (including new mines where at least 50 per cent is owned
by the naturalised or naturalising company) would be approved unless contrary
to the national interest.

The Government also announced that it would introduce legislation to replace the
thin capitalisation and corporate restructuring conditions of approval that had been
imposed on foreign investors under foreign investment policy.

29 September 1987

The Government decided to restrict substantially foreign acquisitions of developed
residential real estate and to introduce legislation to require compliance with the
amended policy. The $600,000 examination threshold was abolished and
approvals of developed residential real estate were to be restricted to Australian
citizens resident abroad, intending migrants and foreign companies buying for
their senior executives resident in Australia.

20 January 1988

The Government announced that the Australian participation guidelines for foreign
investment in respect of new mining projects over $10 million would no longer
apply to new oil and gas developments which could now be approved with
100 per cent foreign equity, provided they were not considered contrary to the
national interest,

6 July 1989

The Treasurer announced the proclamation, on 1 August 1989, of the Foreign
Takeovers Amendment Act 1975 and the gazettal of the Foreign Acquisitions and
Takeovers Regulations. The amended legislation, to be known as the Foreign
Acquisitions and Takeovers Act, gave legislative effect to the changes to
residential real estate policy announced in September 1987.

47




25 July 1991

The Government decided that foreign investors may acquire any residential real
estate (vacant land for development, units off the plan, or established properties)
within a designated Integrated Tourism Resort (ITR) without the need to seek
approval under the Foreign Acquisitions and Takeovers Act. The ITR exemption
would only apply to residential real estate within resorts that have applied for and
been designated exempt by the Treasurer.

26 February 1992

As part of the Government's One Nation Economic Statement, further policy
liberalisations were announced, namely:

« the Government would register, but normmally raises no objections to proposals
above the notification thresholds where the relevant total assets/total investment
falls below $50 million. Notification thresholds are $3 million for purchases of
rural properties, $5 million for acquisitions of substantial interests in other
existing businesses, $10 million for the establishment of new businesses and
$20 million for offshore takeovers;

+ the 50 per cent Australian equity and control guideline for participation in new
mining projects, and the economic benefits test for takeovers of existing mining
businesses, were abolished; and

 that new banking authorities would be issued to foreign owned banks where the
Reserve Bank is satisfied the bank and its home supervisor are of sufficient
standing, and where the bank agrees to comply with Reserve Bank prudential
supervision and arrangements. Moreover, foreign owned banks will be allowed
to bid for the smaller banks £if available for sale), ie, for banks other than the
four majors.

1 April 1993
The Treasurer announced two changes to foreign investment policy:

+ 'off the plan' acquisitions to include acquisition that are part of extensively
refurbished buildings subject to the building's use changing from non-residential
to residential and the costs of refurbishment to be at least 50 per cent of total
acquisition costs; and

» proposal by foreign interests to acquire developed non-residential commercial

real estate were no longer required to have 50 per cent Australian equity. Prior
to this change, acquisitions by foreign interests of developed non-residential
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commercial real estate were nommally approved, unless judged contrary to the
national interest, on the condition that the acquisition was being made with
50 per cent Australian equity participation. where it could be demonstrated that
50 per cent Australian equity was not available on reasonable terms and
conditions, proposal providing up to 100 per cent were approved.

20 April 1993

The Treasurer announced the Government's decision to increase the maximum
permitted foreign interest involvement in mass circulation newspapers by a single
shareholder to 25 per cent and that it would allow unrelated foreign interests to have
(non-portfolio) shareholdings of up to five per cent.
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