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Subpart A—General

§850.101 Scope.

(a) This part implements Executive
Order 14105 of August 9, 2023, ‘‘Address-
ing United States Investments in Cer-
tain National Security Technologies
and Products in Countries of Concern”
(the Order), directing the Secretary of
the Treasury (the Secretary), in con-
sultation with the Secretary of Com-
merce and, as appropriate, the heads of
other relevant executive departments
and agencies, to issue, subject to public
notice and comment, regulations that
require U.S. persons to provide notifi-
cation of information relative to cer-
tain transactions involving covered
foreign persons and that prohibit U.S.
persons from engaging in certain other

31 CFR Ch. VIII (7-1-25 Edition)

transactions involving covered foreign
persons.

(b) The regulations identify certain
types of transactions that are covered
transactions—that is, transactions that
are either notifiable or prohibited. Ad-
ditionally, the regulations identify
other instances where a U.S. person
has obligations with respect to certain
transactions. The regulations prescribe
exceptions to the definition of covered
transaction. A transaction that meets
an exception is not a covered transaction
and is referred to as an excepted trans-
action. Finally, the regulations pre-
scribe a process for the Secretary to
exempt certain covered transactions
from the rules otherwise prohibiting or
requiring notification of covered trans-
actions on a case-by-case basis.

(c) The regulations identify cat-
egories of covered transactions that are
notifiable transactions. A notifiable trans-
action is a transaction by a U.S. person
or its controlled foreign entity with or
resulting in the establishment of a cov-
ered foreign person that engages in a
covered activity that the Secretary, in
consultation with the Secretary of
Commerce and, as appropriate, the
heads of other relevant agencies, has de-
termined may contribute to the threat
to the national security of the United
States identified in the Order, or the
engagement of a person of a country of
concern in a covered activity that the
Secretary, in consultation with the
Secretary of Commerce and, as appro-
priate, the heads of other relevant agen-
cies, has determined may contribute to
the threat to the national security of
the United States identified in the
Order. The regulations require a U.S.
person to notify the Department of the
Treasury of each such notifiable trans-
action by such U.S. person or its con-
trolled foreign entity. The regulations
also require a U.S. person to provide
prompt notice to the Department of
the Treasury upon acquiring actual
knowledge after the completion date of a
transaction of facts or circumstances
that would have caused the transaction
to be a covered transaction if the U.S.
person had had such knowledge on the
completion date. Additionally, any per-
son who makes a representation, state-
ment, or certification under this part
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is required to promptly notify the De-
partment of the Treasury upon learn-
ing of a material omission or inaccu-
racy in such representation, statement,
or certification.

(d) The regulations identify cat-
egories of covered transactions that are
prohibited transactions. A prohibited
transaction is a transaction by a U.S.
person with or resulting in the estab-
lishment of a covered foreign person that
engages in a covered activity that the
Secretary, in consultation with the
Secretary of Commerce and, as appro-
priate, the heads of other relevant agen-
cies, has determined poses a particu-
larly acute national security threat be-
cause of its potential to significantly
advance the military, intelligence, sur-
veillance, or cyber-enabled capabilities
of a country of concern, or engagement
of a person of a country of concern in a
covered activity that the Secretary, in
consultation with the Secretary of
Commerce and, as appropriate, the
heads of other relevant agencies, has de-
termined poses a particularly acute na-
tional security threat because of its po-
tential to significantly advance the
military, intelligence, surveillance, or
cyber-enabled capabilities of a country
of concern. The regulations prohibit a
U.S. person from engaging in a prohib-
ited transaction and also prohibit a U.S.
person from knowingly directing a trans-
action that the U.S. person knows
would be a prohibited transaction if en-
gaged in by a U.S. person. The regula-
tions also require a U.S. person to take
all reasonable steps to prohibit and
prevent any transaction by its con-
trolled foreign entity that would be a
prohibited transaction if undertaken by
a U.S. person.

(e) Pursuant to the Order, the Sec-
retary shall, as appropriate:

(1) Communicate with the Congress
and the public with respect to the im-
plementation of the Order;

(2) Consult with the Secretary of
Commerce on industry engagement and
analysis of notifiable transactions;

(3) Consult with the Secretary of
State, the Secretary of Defense, the
Secretary of Commerce, the Secretary
of Energy, and the Director of National
Intelligence on the implications for
military, intelligence, surveillance, or
cyber-enabled capabilities of covered

§850.102

national security technologies and
products in the Order and potential
covered national security technologies
and products;

(4) Engage, together with the Sec-
retary of State and the Secretary of
Commerce, with allies and partners re-
garding the national security risks
posed by countries of concern advanc-
ing covered national security tech-
nologies and products;

(6) Consult with the Secretary of
State on foreign policy considerations
related to the implementation of the
Order, including but not limited to the
issuance and amendment of regula-
tions; and

(6) Investigate, in consultation with
the heads of relevant agencies, as ap-
propriate, violations of the Order or
the regulations in this part and pursue
available civil penalties for such viola-
tions.

§850.102 Relation of this part to other
laws and regulations.

Nothing in this part shall be con-
strued as altering or affecting any
other authority, process, regulation,
investigation, enforcement measure, li-
cense, authorization, or review pro-
vided by or established under any other
provision of Federal law, including the
International Emergency Economic
Powers Act (50 U.S.C. 1701 et seq.)
(IEEPA), or any other authority of the
President or the Congress under the
Constitution of the United States. This
part is separate from, and independent
of, the other parts of this subtitle. Dif-
fering foreign policy and national secu-
rity circumstances may result in dif-
fering interpretations of the same or
similar language among the parts of
this subtitle. No action taken pursuant
to any other provision of law or regula-
tion, including the other parts of this
subtitle, authorizes any transaction
prohibited by this part or alters any
other obligation under this part. No ac-
tion taken pursuant to this part re-
lieves the involved parties from com-
plying with any other applicable laws
or regulations.
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§850.103 Rules of construction and in-
terpretation.

(a) As used in this part, the term
““including” (or variations such as ‘‘in-
clude’) means ‘“‘including but not lim-
ited to.”

(b) Any term in the singular includes
the plural, and the plural includes the
singular, if such use would be appro-
priate.

(c) Section headings are included for
convenience of reference only and shall
not affect the interpretation of this
part.

§850.104 Knowledge standard.

(a) Certain provisions of this part
apply only if a U.S. person knows of a
fact or circumstance. The term knowl-
edge is defined in §850.216. In deter-
mining whether a U.S. person is com-
plying with this part or has violated
any obligation under this part, the De-
partment of the Treasury will assess
whether such person has or had knowl-
edge of the relevant facts and cir-
cumstances at the specified time.

(b) Such assessment as to whether, at
the time of a given transaction, a U.S.
person has or had knowledge of a given
fact or circumstance will be made
based on information a U.S. person had
or could have had through a reasonable
and diligent inquiry. A TU.S. person
that has failed to conduct a reasonable
and diligent inquiry by the time of a
given transaction may be assessed to
have had reason to know of a given fact
or circumstance, including facts or cir-
cumstances that would cause the
transaction to be a covered trans-
action.

(c) In assessing whether a U.S. person
has undertaken such a reasonable and
diligent inquiry, the Department of the
Treasury’s considerations will include
the following, as applicable, among
others that the Department of the
Treasury deems relevant, with respect
to a particular transaction:

(1) The inquiry a U.S. person has
made regarding an investment target
or other relevant transaction
counterparty (such as a joint venture
partner), including questions asked of

the investment target or relevant
counterparty, as of the time of the
transaction;

31 CFR Ch. VIII (7-1-25 Edition)

(2) The contractual representations
or warranties the U.S. person has ob-
tained or attempted to obtain from the
investment target or other relevant
transaction counterparty (such as a
joint venture partner) with respect to
the determination of a transaction’s
status as a covered transaction and
status of an investment target or other
relevant transaction counterparty
(such as a joint venture partner) as a
covered foreign person;

(3) The efforts by the U.S. person as
of the time of the transaction to obtain
and consider available non-public in-
formation relevant to the determina-
tion of a transaction’s status as a cov-
ered transaction and the status of an
investment target or other relevant
transaction counterparty (such as a
joint venture partner) as a covered for-
eign person;

(4) Available public information, the
efforts undertaken by the U.S. person
to obtain and consider such informa-
tion, and the degree to which other in-
formation available to the U.S. person
as of the time of the transaction is con-
sistent or inconsistent with such pub-
licly available information;

(6) Whether the U.S. person purpose-
fully avoided learning or seeking rel-
evant information;

(6) The presence or absence of warn-
ing signs, which may include evasive
responses or non-responses from an in-
vestment target or other relevant
transaction counterparty (such as a
joint venture partner) to questions or a
refusal to provide information, con-
tractual representations, or warran-
ties; and

(7) The use of available public and
commercial databases to identify and
verify relevant information of an in-
vestment target or other relevant
transaction counterparty (such as a
joint venture partner).

(d) An assessment of whether a U.S.
person has undertaken a reasonable
and diligent inquiry shall be based on a
consideration of the totality of rel-
evant facts and circumstances.

Subpart B—Definitions

§850.201 Advanced packaging.

The term advanced packaging means
to package integrated circuits in a
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manner that supports the two-and-one-
half-dimensional (2.5D) or three-dimen-
sional (3D) assembly of integrated cir-
cuits, such as by directly attaching one
or more die or wafer using through-sil-
icon vias, die or wafer bonding, hetero-
geneous integration, or other advanced
methods and materials.

§850.202 AI system.

The term Al system means:

(a) A machine-based system that can,
for a given set of human-defined objec-
tives, make predictions, recommenda-
tions, or decisions influencing real or
virtual environments—i.e., a system
that:

(1) Uses data inputs to perceive real
and virtual environments;

(2) Abstracts such perceptions into
models through automated or algo-
rithmic statistical analysis; and

(3) Uses model inference to make a
classification, prediction, recommenda-
tion, or decision.

(b) Any data system, software, hard-
ware, application, tool, or utility that
operates in whole or in part using a
system described in paragraph (a) of
this section.

§850.203 Certification.

(a) The term certification means a
written statement signed by the chief
executive officer or other duly author-
ized designee of the person filing a no-
tification or providing other informa-
tion that certifies under the penalties
provided in the False Statements Ac-
countability Act of 1996, as amended (18
U.S.C. 1001) that the notification or
other information filed or provided:

(1) Fully complies with the regula-
tions in this part; and

(2) Is accurate and complete in all
material respects to the best knowl-
edge of the person filing a notification
or other information.

(b) For purposes of this section, a
duly authorized designee is:

(1) In the case of a partnership, any
general partner thereof;

(2) In the case of a corporation, any
officer thereof; and

(3) In the case of any entity lacking
partners and officers, any individual
within the organization exercising ex-
ecutive functions similar to those of a
general partner of a partnership or an

§850.206

officer of a corporation or otherwise
authorized by the board of directors or
equivalent to provide such certifi-
cation.

(c) In each case described in para-
graphs (b)(1) through (3) of this section,
such designee must possess actual au-
thority to make the certification on
behalf of the person filing a notifica-
tion or other information.

NOTE 1 TO §850.203: A template for certifi-
cations may be found at the Outbound In-
vestment Security Program section of the
Department of the Treasury website.

§850.204 Completion date.

The term completion date means:

(a) With respect to a covered trans-
action other than under §850.210(a)(6),
the earliest date upon which any inter-
est, asset, property, or right is con-
veyed, assigned, delivered, or otherwise
transferred to a U.S. person, or as ap-
plicable, its controlled foreign entity;
or

(b) With respect to a covered trans-
action under §850.210(a)(6), the earliest
date upon which any interest, asset,
property, or right in the relevant cov-
ered foreign person is conveyed, as-
signed, delivered, or otherwise trans-
ferred to the applicable fund.

§850.205 Contingent equity interest.

The term contingent equily interest
means a financial interest (including
debt) that currently does not con-
stitute an equity interest but is con-
vertible into, or provides the right to
acquire, an equity interest upon the oc-
currence of a contingency or defined
event or at the discretion of the U.S.
person that holds the financial interest.

§850.206 Controlled foreign entity.

(a) The term controlled foreign entity
means any entity incorporated in, or
otherwise organized under the laws of,
a country other than the United States
of which a U.S. person is a parent.

(b) For purposes of this term, the fol-
lowing rules shall apply in determining
whether an entity is a parent of an-
other entity in a tiered ownership
structure:

(1) Where the relationship between an
entity and another entity is that of
parent and subsidiary, the holdings of
voting interest or voting power of the
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board, as applicable, of a subsidiary
shall be fully attributed to the parent.

(2) Where the relationship between an
entity and another entity is not that of
parent and subsidiary (i.e., because the
holdings of voting interest or voting
power of the board, as applicable, of
the first entity in the second entity is
50 percent or less), then the indirect
downstream holdings of voting interest
or voting power of the board, as appli-
cable, attributed to the first entity
shall be determined proportionately.

(3) Where the circumstances in para-
graphs (b)(1) and (2) of this section
apply (i.e., because a U.S. person holds
both direct and indirect downstream
holdings in the same entity), any hold-
ings of voting interest shall be aggre-
gated for the purposes of applying this
definition, and any holdings of voting
power of the board shall be aggregated
for the purposes of applying this defini-
tion. Voting interest shall not be ag-
gregated with voting power of the
board for the purposes of applying this
definition.

§850.207 Country of concern.

The term country of concern has the
meaning given to it in the Annex to
the Order.

§850.208 Covered activity.

The term covered activity means, in
the context of a particular transaction,
any of the activities referred to in the
definition of notifiable transaction in
§850.217 or prohibited transaction in
§850.224.

§850.209 Covered foreign person.

(a) The term covered foreign person
means:

(1) A person of a country of concern
that engages in a covered activity; or

(2) A person that directly or indi-
rectly holds a board seat on, a voting
or equity interest (other than through
securities or interests that would sat-
isfy the conditions in §850.501(a) if held
by a U.S. person) in, or any contractual
power to direct or cause the direction
of the management or policies of any
person or persons described in para-
graph (a)(1) of this section from or
through which it:

(i) Derives more than 50 percent of its
revenue individually, or as aggregated

31 CFR Ch. VIII (7-1-25 Edition)

across such persons from each of which
it derives at least $50,000 (or equiva-
lent) of its revenue, on an annual basis;

(ii) Derives more than 50 percent of
its net income individually, or as ag-
gregated across such persons from each
of which it derives at least $50,000 (or
equivalent) of its net income, on an an-
nual basis;

(iii) Incurs more than 50 percent of
its capital expenditure individually, or
as aggregated across such persons from
each of which it incurs at least $50,000
(or equivalent) of its capital expendi-
ture, on an annual basis; or

(iv) Incurs more than 50 percent of its
operating expenses individually, or as
aggregated across such persons from
each of which it incurs at least $50,000
(or equivalent) of its operating ex-
penses, on an annual basis.

(3) With respect to a covered trans-
action described in §850.210(a)(5), the
person of a country of concern that
participates in the joint venture is
deemed to be a covered foreign person
by virtue of its participation in the
joint venture.

(b) For purposes of paragraph (a)(2) of
this section:

(1) Calculations shall be based on an
audited financial statement from the
most recent year. If an audited finan-
cial statement is not available, the
most recent unaudited financial state-
ment shall be used instead. If no finan-
cial statement is available, an inde-
pendent appraisal shall be used instead.
If no independent appraisal is avail-
able, a good-faith estimate shall be
used instead.

(2) Where an amount is not denomi-
nated in U.S. dollars, the U.S. dollar
equivalent shall be determined based
on the most recent published rate of
exchange available on the Department
of the Treasury’s website.

NoTE 1 TO §850.209: References in this sec-
tion to revenue, net income, capital expendi-
ture, or operating expenses refer to overall
revenue, net income, capital expenditure, or
operating expenses, as applicable, without
subtracting amounts attributable to persons
described in paragraph (a)(1) of this section
of less than $50,000 (or equivalent).
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§850.210 Covered transaction.

(a) The term covered transaction
means a U.S. person’s direct or indi-
rect:

(1) Acquisition of an equity interest
or contingent equity interest in a per-
son that the U.S. person knows at the
time of the acquisition is a covered for-
eign person;

(2) Provision of a loan or a similar
debt financing arrangement to a person
that the U.S. person knows at the time
of the provision is a covered foreign
person, where such debt financing af-
fords or will afford the U.S. person an
interest in profits of the covered for-
eign person, the right to appoint mem-
bers of the board of directors (or equiv-
alent) of the covered foreign person, or
other comparable financial or govern-
ance rights characteristic of an equity
investment but not typical of a loan;

(3) Conversion of a contingent equity
interest into an equity interest in a
person that the U.S. person knows at
the time of the conversion is a covered
foreign person, where the contingent
equity interest was acquired by the
U.S. person on or after January 2, 2025;

(4) Acquisition, leasing, or other de-
velopment of operations, land, prop-
erty, or other assets in a country of
concern that the U.S. person knows at
the time of such acquisition, leasing,
or other development will result in, or
that the U.S. person plans to result in:

(i) The establishment of a covered
foreign person; or

(ii) The engagement of a person of a
country of concern in a covered activ-
ity;

(5) Entrance into a joint venture,
wherever located, that is formed with a
person of a country of concern, and
that the subject U.S. person knows at
the time of entrance into the joint ven-
ture that the joint venture will engage,
or plans to engage, in a covered activ-
ity; or

(6) Acquisition of a limited partner or
equivalent interest in a venture capital
fund, private equity fund, fund of
funds, or other pooled investment fund
(in each case where the fund is not a
U.S. person) that a U.S. person knows
at the time of the acquisition likely
will invest in a person of a country of
concern that is in the semiconductors
and microelectronics, quantum infor-

§850.210

mation technologies, or artificial intel-
ligence sectors, and such fund under-
takes a transaction that would be a
covered transaction if undertaken by a
U.S. person.

(b) Notwithstanding paragraph (a) of
this section, a transaction is not a cov-
ered transaction if it is:

(1) An excepted transaction as set
forth in §850.501; or

(2) For the conduct of the official
business of the United States Govern-
ment by employees, grantees, or con-
tractors thereof.

(c) The acquisition of a contingent
interest described in paragraph (a)(1) of
this section may constitute a covered
transaction, and the subsequent occur-
rence of a conversion event described
in paragraph (a)(3) of this section may
constitute a separate covered trans-
action. A U.S. person should assess
each of the acquisition and the conver-
sion to determine the applicability of
this part.

NOoTE 1 TO §850.210: An indirect covered
transaction includes a U.S. person’s use of an
intermediary to engage in a transaction that
would be a covered transaction if engaged in
directly by a U.S. person. However, for pur-
poses of paragraph (a)(1) of this section, a
U.S. person is not considered to have ac-
quired an indirect equity interest or contin-
gent equity interest in a covered foreign per-
son when the U.S. person acquires a limited
partner or equivalent interest in a venture
capital fund, private equity fund, fund of
funds, or other pooled investment fund and
that fund then acquires an equity interest or
contingent equity interest in a covered for-
eign person. (A U.S. person’s acquisition of a
limited partner or equivalent interest in a
non-U.S. person venture capital fund, private
equity fund, fund of funds, or other pooled
investment fund may, however, be a covered
transaction under paragraph (a)(6) of this
section.)

NOTE 2 TO §850.210: Neither the issuance of
a secured loan or similar debt financing for
which equity is pledged as collateral, nor the
acquisition of such secured debt on the sec-
ondary market, is an acquisition of an eq-
uity interest. However, foreclosure on collat-
eral where the debtholder takes possession of
the pledged equity is an acquisition of an eq-
uity interest; provided that such an acquisi-
tion is not a covered transaction where the
equity was pledged prior to January 2, 2025,
or where the U.S. person did not know at the
time of issuing or acquiring the debt that
the pledged equity was in a covered foreign
person.
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§850.211 Develop.

Except as used in §850.210(a)(4), the
term develop means to engage in any
stages prior to serial production, such
as design or substantive modification,
design research, design analyses, de-
sign concepts, assembly and testing of
prototypes, pilot production schemes,
design data, process of transforming
design data into a product, configura-
tion design, integration design, and
layouts.

§850.212 Entity.

The term entity means any branch,
partnership, association, estate, joint
venture, trust, corporation or division
of a corporation, group, sub-group, or
other organization (whether or not or-
ganized under the laws of any State or
foreign state).

§850.213 Excepted transaction.

The term excepted transaction means
a transaction that meets the criteria in
§850.501.

§850.214 Fabricate.

The term fabricate means to form de-
vices such as transistors, poly capaci-
tors, non-metal resistors, and diodes on
a wafer of semiconductor material.

§850.215 Knowingly directing.

The term knowingly directing has the
definition set forth in §850.303.

§850.216 Knowledge.

Knowledge of a fact or circumstance
(the term may be a variant, such as
“know’’) means:

(a) Actual knowledge that a fact or
circumstance exists or is substantially
certain to occur;

(b) An awareness of a high prob-
ability of a fact or circumstance’s ex-
istence or future occurrence; or

(c) Reason to know of a fact or cir-
cumstance’s existence.

NoTE 1 TO §850.216: See the discussion of
the knowledge standard in §850.104 for more
information about how this term is applied
in this part.

§850.217 Notifiable transaction.

The term notifiable transaction means
a covered transaction (that is not a
prohibited transaction) in which the
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relevant covered foreign person or,
with respect to a covered transaction
described in §850.210(a)(5), the relevant
joint venture:

(a) Designs any integrated circuit
that is not described in §850.224(c);

(b) Fabricates any integrated circuit
that is not described in §850.224(d);

(c) Packages any integrated circuit
that is not described in §850.224(e);

(d) Develops any AI system that is
not described in §850.224(j) or (k) and
that is:

(1) Designed to be used for any mili-
tary end use (e.g., for weapons tar-
geting, target identification, combat
simulation, military vehicle or weap-
ons control, military decision-making,
weapons design (including chemical, bi-
ological, radiological, or nuclear weap-
ons), or combat system logistics and
maintenance); or government intel-
ligence or mass-surveillance end use
(e.g., through incorporation of features
such as mining text, audio, or video;
image recognition; location tracking;
or surreptitious listening devices);

(2) Intended by the covered foreign
person or joint venture to be used for
any of the following:

(i) Cybersecurity applications;

(ii) Digital forensics tools;

(iii) Penetration testing tools; or

(iv) The control of robotic systems;
or

(3) Trained using a quantity of com-
puting power greater than 10023 com-
putational operations (e.g., integer or
floating-point operations).

NoOTE 1 TO §850.217: Consistent with section
3 of the Order, the Secretary, in consultation
with the Secretary of Commerce, and, as ap-
propriate, the heads of other relevant agen-
cies, shall periodically assess whether the
criterion described in paragraph (d)(3) of this
section is serving to effectively address
threats to the national security of the
United States described in the Order and
make updates, as appropriate, through pub-
lic notice.

NOTE 2 TO §850.217: Consistent with the def-
inition for develop at §850.211, to develop an
AT system defined at §850.202(b) in a manner
subject to these notification requirements,
the relevant covered foreign person or joint
venture must engage in the activities enu-
merated in §850.211, such as design or sub-
stantive modification, with respect to the
third-party AI model or machine-based sys-
tem that is being used by a data system,
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software, hardware, application, tool, or util-
ity to operate in whole or in part.

NoTE 3 TO §850.217: For purposes of para-
graph (d) of this section, a person custom-
izing, configuring, or fine-tuning a third-
party AI model or machine-based system
strictly for its own internal, non-commercial
use (e.g., not for sale or licensing) would not
implicate the notification requirements for
related transactions solely on that basis un-
less the person’s internal, non-commercial
use is for government intelligence, mass-sur-
veillance, or military end use, or for digital
forensics tools, penetration testing tools, or
the control of robotic systems.

§850.218 Package.

The term package means to assemble
various components, such as the inte-
grated circuit die, lead frames, inter-
connects, and substrate materials to
safeguard the semiconductor device
and provide electrical connections be-
tween different parts of the die.

§850.219 Parent.

The term parent means, with respect
to an entity:

(a) A person who or which directly or
indirectly holds more than 50 percent
of:

(1) The outstanding voting interest in
the entity; or

(2) The voting power of the board of
the entity;

(b) The general partner, managing
member, or equivalent of the entity; or

(c) The investment adviser to any en-
tity that is a pooled investment fund,
with ‘“‘investment adviser” as defined
in the Investment Advisers Act of 1940
(15 U.S.C. 80b-2(a)(11)).

NOTE 1 TO §850.219: Any entity that meets
the conditions of paragraph (a), (b), or (c) of
this section with respect to another entity is
the parent, even if the parent entity is an in-
termediate entity and not the ultimate par-
ent.

§850.220 Person.

The term person means any indi-
vidual or entity.

§850.221 Person of a country of con-
cern.

The term person of a country of con-
cern means:

(a) Any individual that:

(1) Is a citizen or permanent resident
of a country of concern;

(2) Is not a U.S. citizen; and

§850.223

(3) Is not a permanent resident of the
United States;

(b) An entity with a principal place
of business in, headquartered in, or in-
corporated in or otherwise organized
under the laws of, a country of con-
cern;

(c) The government of a country of
concern, including any political sub-
division, political party, agency, or in-
strumentality thereof; any person act-
ing for or on behalf of the government
of a country of concern; or any entity
with respect to which the government
of a country of concern holds individ-
ually or in the aggregate, directly or
indirectly, 50 percent or more of the
entity’s outstanding voting interest,
voting power of the board, or equity in-
terest, or otherwise possesses the
power to direct or cause the direction
of the management and policies of such
entity (whether through the ownership
of voting securities, by contract, or
otherwise);

(d) Any entity in which one or more
persons identified in paragraph (a), (b),
or (c) of this section, individually or in
the aggregate, directly or indirectly,
holds at least 50 percent of any of the
following interests of such entity: out-
standing voting interest, voting power
of the board, or equity interest; or

(e) Any entity in which one or more
persons identified in paragraph (d) of
this section, individually or in the ag-
gregate, directly or indirectly, holds at
least 50 percent of any of the following
interests of such entity: outstanding
voting interest, voting power of the
board, or equity interest.

§850.222 Principal place of business.

The term principal place of business
means the primary location where an
entity’s management directs, controls,
or coordinates the entity’s activities,
or, in the case of an investment fund,
where the fund’s activities are pri-
marily directed, controlled, or coordi-
nated by or on behalf of the general
partner, managing member, or equiva-
lent.

§850.223 Produce.

The term produce means to engage in
any of the post-development stages of
realizing the relevant technology or
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product, such as engineering, manufac-
ture, integration, assembly, inspection,
testing, and quality assurance.

§850.224 Prohibited transaction.

The term prohibited transaction means
a covered transaction in which the rel-
evant covered foreign person or, with
respect to a covered transaction de-
scribed in §850.210(a)(5), the relevant
joint venture:

(a) Develops or produces any elec-
tronic design automation software for
the design of integrated circuits or ad-
vanced packaging;

(b) Develops or produces any:

(1) Front-end semiconductor fabrica-
tion equipment designed for per-
forming the volume fabrication of inte-
grated circuits, including equipment
used in the production stages from a
blank wafer or substrate to a com-
pleted wafer or substrate (i.e., the inte-
grated circuits are processed but they
are still on the wafer or substrate);

(2) Equipment for performing volume
advanced packaging; or

(3) Commodity, material, software, or
technology designed exclusively for use
in or with extreme ultraviolet lithog-
raphy fabrication equipment.

(c) Designs any integrated circuit
that meets or exceeds the performance
parameters in Export Control Classi-
fication Number 3A090.a in supplement
No. 1 to 15 CFR part 774, or integrated
circuits designed for operation at or
below 4.5 Kelvin;

(d) Fabricates any of the following:

(1) Logic integrated circuits using a
non-planar transistor architecture or
with a production technology node of
16/14 nanometers or less, including
fully depleted silicon-on-insulator
(FDSOI) integrated circuits;

(2) NOT-AND (NAND) memory inte-
grated circuits with 128 layers or more;

(3) Dynamic random-access memory
(DRAM) integrated circuits using a
technology node of 18 nanometer half-
pitch or less;

(4) Integrated circuits manufactured
from a gallium-based compound semi-
conductor;

(5) Integrated circuits using graphene
transistors or carbon nanotubes; or

(6) Integrated circuits designed for
operation at or below 4.5 Kelvin;
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(e) Packages any integrated circuit
using advanced packaging techniques;

(f) Develops, installs, sells, or pro-
duces any supercomputer enabled by
advanced integrated circuits that can
provide a theoretical compute capacity
of 100 or more double-precision (64-bit)
petaflops or 200 or more single-preci-
sion (32-bit) petaflops of processing
power within a 41,600 cubic foot or
smaller envelope;

(g) Develops a quantum computer or
produces any of the critical compo-
nents required to produce a quantum
computer such as a dilution refrig-
erator or two-stage pulse tube
cryocooler;

(h) Develops or produces any quan-
tum sensing platform designed for, or
which the relevant covered foreign per-
son intends to be used for, any mili-
tary, government intelligence, or
mass-surveillance end use;

(i) Develops or produces any quantum
network or quantum communication
system designed for, or which the rel-
evant covered foreign person intends to
be used for:

(1) Networking to scale up the capa-
bilities of quantum computers, such as
for the purposes of breaking or compro-
mising encryption;

(2) Secure communications, such as
quantum key distribution; or

(3) Any other application that has
any military, government intelligence,
or mass-surveillance end use;

(j) Develops any AI system that is de-
signed to be exclusively used for, or
which the relevant covered foreign per-
son intends to be used for, any:

(1) Military end use (e.g., for weapons
targeting, target identification, com-
bat simulation, military vehicle or

weapon control, military decision-
making, weapons design (including
chemical, biological, radiological, or

nuclear weapons), or combat system lo-
gistics and maintenance); or

(2) Government intelligence or mass-
surveillance end use (e.g., through in-
corporation of features such as mining
text, audio, or video; image recogni-
tion; location tracking; or surrep-
titious listening devices);

(k) Develops any Al system that is
trained using a quantity of computing
power greater than:
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(1) 1025 computational operations
(e.g., integer or floating-point oper-
ations); or

(2) 10024 computational operations
(e.g., integer or floating-point oper-
ations) using primarily biological se-
quence data;

(1) Meets the conditions set forth in
§850.209(a)(2) because of its relationship
to one or more covered foreign persons
engaged in any covered activity de-
scribed in any of paragraphs (a)
through (k) of this section; or

(m) Engages in a covered activity,
whether referenced in this section or
§850.217 and is:

(1) Included on the Bureau of Indus-
try and Security’s Entity List (156 CFR
part 744, supplement no. 4);

(2) Included on the Bureau of Indus-
try and Security’s Military End User
List (16 CFR part 744, supplement no.
;5

(3) Meets the definition of ‘“‘Military
Intelligence End-User” by the Bureau
of Industry and Security in 15 CFR
744.22(f)(2);

(4) Included on the Department of the
Treasury’s list of Specially Designated
Nationals and Blocked Persons (SDN
List), or is an entity in which one or
more individuals or entities included
on the SDN List, individually or in the
aggregate, directly or indirectly, own a
50 percent or greater interest;

(5) Included on the Department of the
Treasury’s list of Non-SDN Chinese
Military-Industrial Complex Compa-
nies (NS-CMIC List); or

(6) Designated as a foreign terrorist
organization by the Secretary of State
under 8 U.S.C. 1189.

NOTE 1 TO §850.224: Consistent with section
3 of the Order, the Secretary, in consultation
with the Secretary of Commerce and, as ap-
propriate, the heads of other relevant agen-
cies, shall periodically assess whether the
criterion described in paragraph (k) of this
section is serving to effectively address
threats to the mnational security of the
United States described in the Order and
make updates, as appropriate, through pub-
lic notice.

NOTE 2 TO §850.224: Consistent with the def-
inition for develop at §850.211, to develop an
AT system defined at §850.202(b) in a manner
subject to these prohibition requirements,
the relevant covered foreign person or joint
venture must engage in the activities enu-
merated in §850.211, such as design or sub-
stantive modification, with respect to the

§850.228

third-party AI model or machine-based sys-
tem that is being used by a data system,
software, hardware, application, tool, or util-
ity to operate in whole or in part.

NoTE 3 TO §850.224: For purposes of para-
graphs (j) and (k) of this section, a person
customizing, configuring, or fine-tuning a
third-party AI model or machine-based sys-
tem strictly for its own internal, non-com-
mercial use (e.g., not for sale or licensing)
would not implicate a prohibition for related
transactions solely on that basis unless the
person’s internal, non-commercial use is for
government intelligence, mass-surveillance,
or military end use, or for digital forensics
tools, penetration testing tools, or the con-
trol of robotic systems.

§850.225 Quantum computer.

The term quantum computer means a
computer that performs computations
that harness the collective properties
of quantum states, such as superposi-
tion, interference, or entanglement.

§850.226 Relevant agencies.

The term relevant agencies means the
Departments of State, Defense, Jus-
tice, Commerce, Energy, and Homeland
Security, the Office of the United
States Trade Representative, the Office
of Science and Technology Policy, the
Office of the Director of National Intel-
ligence, the Office of the National
Cyber Director, and any other depart-
ment, agency, or office the Secretary
determines appropriate.

§850.227 Subsidiary.

The term subsidiary means, with re-
spect to a person, an entity of which
such person is a parent.

§850.228 United States.

The term United States or U.S. means
the United States of America, the
States of the United States of America,
the District of Columbia, and any com-
monwealth, territory, dependency, or
possession of the United States of
America, or any subdivision of the
foregoing, and includes the territorial
sea of the United States of America.
For purposes of this part, an entity or-
ganized under the laws of the United
States of America, one of the States,
the District of Columbia, or a common-
wealth, territory, dependency, or pos-
session of the United States is an enti-
ty organized ‘‘in the United States.”
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§850.229 U.S. person.

The term U.S. person means any
United States citizen, lawful perma-
nent resident, entity organized under
the laws of the United States or any ju-
risdiction within the United States, in-
cluding any foreign branch of any such

entity, or any person in the United

States.

Subpart C—Prohibited  Trans-
actions and Other Prohibited
Activities

§850.301 Undertaking a prohibited
transaction.

A U.S. person may not engage in a
prohibited transaction unless an ex-
emption for that transaction has been
granted under §850.502.

§850.302 Actions of a controlled for-
eign entity.

(a) A U.S. person shall take all rea-
sonable steps to prohibit and prevent
any transaction by its controlled for-
eign entity that would be a prohibited
transaction if engaged in by a U.S. per-
son.

(b) If a controlled foreign entity en-
gages in a transaction that would be a
prohibited transaction if engaged in by
a U.S. person, in determining whether
the relevant U.S. person took all rea-
sonable steps to prohibit and prevent
such transaction, the Department of
the Treasury will consider, among
other factors, any of the following with
respect to a U.S. person and its con-
trolled foreign entity:

(1) The execution of agreements with
respect to compliance with this part
between the subject U.S. person and its
controlled foreign entity;

(2) The existence and exercise of gov-
ernance or shareholder rights by the
U.S. person with respect to the con-
trolled foreign entity, where applica-
ble;

(3) The existence and implementation
of periodic training and internal re-
porting requirements by the U.S. per-
son and its controlled foreign entity
with respect to compliance with this
part;

(4) The implementation of appro-
priate and documented internal con-
trols, including internal policies, pro-
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cedures, or guidelines that are periodi-
cally reviewed internally, by the U.S.
person and its controlled foreign enti-
ty; and

(5) Implementation of a documented
testing and/or auditing process of in-
ternal policies, procedures, or guide-
lines.

NoOTE 1 To §850.302: Findings of violations of
this section and decisions related to enforce-
ment and penalties will be made based on a
consideration of the totality of relevant
facts and circumstances, including whether
the U.S. person has taken the steps described
in paragraph (b) of this section and whether
such steps were reasonable in light of the
relevant facts and circumstances.

§850.303 Knowingly directing an oth-
erwise prohibited transaction.

(a) A U.S. person is prohibited from
knowingly directing a transaction by a
non-U.S. person that the U.S. person
knows at the time of the transaction
would be a prohibited transaction if en-
gaged in by a U.S. person. For purposes
of this section, a U.S. person ‘‘know-
ingly directs” a transaction when the
U.S. person has authority, individually
or as part of a group, to make or sub-
stantially participate in decisions on
behalf of a non-U.S. person, and exer-
cises that authority to direct, order,
decide upon, or approve a transaction.
Such authority exists when a U.S. per-
son is an officer, director, or otherwise
possesses executive responsibilities at
a non-U.S. person.

(b) A U.S. person that has the author-
ity described in paragraph (a) of this
section and recuses themself from each
of the following activities will not be
considered to have exercised their au-
thority to direct, order, decide upon, or
approve a transaction:

(1) Participating in formal approval
and decision-making processes related
to the transaction, including making a
recommendation;

(2) Reviewing, editing, commenting
on, approving, and signing relevant
transaction documents; and

(3) Engaging in negotiations with the
investment target (or, as applicable,
the relevant transaction counterparty,
such as a joint venture partner).
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Subpart D—Notifiable Transactions
and Other Notifiable Activities

§850.401 Undertaking a
transaction.

A U.S. person that undertakes a
notifiable transaction shall file a noti-
fication of that transaction with the
Department of the Treasury pursuant
to §850.404.

§850.402 Notification of actions of a
controlled foreign entity.

A U.S. person shall file a notification
with the Department of the Treasury
pursuant to §850.404 with respect to
any transaction by a controlled foreign
entity of that U.S. person that would
be a notifiable transaction if engaged
in by a U.S. person.

notifiable

§850.403 Notification
action knowledge.

A U.S. person that acquires actual
knowledge after the completion date of
a transaction of a fact or circumstance
such that the transaction would have
been a covered transaction if such
knowledge had been possessed by the
relevant U.S. person at the time of the
transaction shall promptly, and in no
event later than 30 calendar days fol-
lowing the acquisition of such knowl-
edge, submit a notification pursuant to
§850.404. This requirement applies re-
gardless of whether the transaction
would have been a notifiable trans-
action or a prohibited transaction.

of post-trans-

NOTE 1 TO §850.403: A U.S. person’s submis-
sion of a notification pursuant to this sec-
tion shall not preclude a finding by the De-
partment of the Treasury that as a factual
matter the U.S. person had relevant knowl-
edge of the transaction’s status at the time
of the transaction.

§850.404 Procedures for notifications.

(a) A U.S. person that has an obliga-
tion under §850.401, §850.402, or §850.403
shall file an electronic copy of the no-
tification of the transaction with the
Department of the Treasury including
the information set out in §850.405 and
the certification referred to in §850.203.
The U.S. person shall follow the elec-
tronic filing instructions posted on the
Department of the Treasury’s Out-
bound Investment Security Program
website. No communications or sub-

§850.405

missions other than those described in
this section shall constitute the filing
of a notification for purposes of this
part.

(b) The Department of the Treasury
may contact a U.S. person that has
filed a notification with questions or
document requests related to the
transaction or compliance with this
part. The U.S. person shall respond to
any such questions or requests within
the time frame and in the manner spec-
ified by the Department of the Treas-
ury. Information and other documents
provided by the U.S. person to the De-
partment of the Treasury after the fil-
ing of the notification under this sec-
tion shall be deemed part of the notifi-
cation and shall be subject to the cer-
tification referred to in §850.203.

(c) A U.S. person shall file a notifica-
tion under §850.401 or §850.402 with the
Department of the Treasury no later
than 30 calendar days following the
completion date of a notifiable trans-
action. A U.S. person shall file a notifi-
cation required under §850.403 with the
Department of the Treasury no later
than 30 calendar days after it acquires
the knowledge referred to in §850.403.

(d) If a U.S. person files a notifica-
tion prior to the completion date of the
notifiable transaction, the U.S. person
shall update such notification no later
than 30 calendar days following the
completion date of the notifiable trans-
action if information in the original
filing has materially changed.

(e) A U.S. person shall inform the De-
partment of the Treasury in writing no
later than 30 calendar days following
the acquisition of previously unavail-
able information required under
§850.405.

NOTE 1 TO §850.404: While the Department
of the Treasury may engage with the U.S.
person following notification, it is also pos-
sible the U.S. person will receive no commu-
nication from the Department of the Treas-
ury other than an electronic acknowledg-
ment of receipt after notification is sub-
mitted.

§850.405 Content of notifications.

(a) A U.S. person that has an obliga-
tion under this part to file a notifica-
tion shall provide the information set
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forth in this section, which must be ac-
curate and complete in all material re-
spects, subject to paragraph (d) of this
section.

(b) A notification shall provide, as
applicable:

(1) The contact information of a rep-
resentative of the U.S. person filing the
notification who is available to com-
municate with the Department of the
Treasury about the notification includ-
ing such representative’s name, title,
email address, mailing address, phone
number, and employer;

(2) A description of the U.S. person,
including name, and as applicable,
principal place of business and place of
incorporation or legal organization,
company address, website, and, if the
U.S. person is an entity, such U.S. per-
son’s ultimate owner;

(3) A post-transaction organizational
chart of the U.S. person that includes
the name and principal place of busi-
ness and place of incorporation or legal
organization of the intermediate and
ultimate parent entities of the U.S.
person, identifies the U.S. person’s re-
lationship with any controlled foreign
entity or entities of the U.S. person,
and identifies the covered foreign per-
son and other relevant persons in-
volved in the transaction;

(4) A brief description of the commer-
cial rationale for the transaction;

(5) A brief description of why the U.S.
person has determined the transaction
is a covered transaction that includes a
discussion of the nature of the trans-
action, its structure, reference to the
paragraph of §850.210(a) that best de-
scribes the transaction type, and
whether the notification is being sub-
mitted pursuant to §850.401, §850.402, or
§850.403.

(6) The status of the transaction, in-
cluding the actual or expected comple-
tion date of the transaction;

(7) The total transaction value in
U.S. dollars or U.S. dollar equivalent,
an explanation of how the transaction
value was determined, and a descrip-
tion of the consideration for the trans-
action (including cash, securities,
other assets, and debt forgiveness);

(8) The aggregate equity interest,
voting interest, board seats (or equiva-
lent holdings) of the U.S. person and
its affiliates in the covered foreign per-
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son (or in the joint venture, as applica-
ble) following the completion date of
the transaction, including a descrip-
tion of any agreements or commit-
ments for future investment or options
to make future investments in the cov-
ered foreign person (or joint venture);

(9) Information about the covered
foreign person, including its name, and
as applicable, principal place of busi-
ness and place of incorporation or legal
organization, company address,
website, and if the covered foreign per-
son is an entity, such covered foreign
person’s ultimate owner, and the full
legal names and titles of each officer,
director, and other member of manage-
ment of the covered foreign person, and
a post-transaction organizational chart
of the covered foreign person that in-
cludes the name and principal place of
business and place of incorporation or
legal organization of the intermediate
and ultimate parent entities of the cov-
ered foreign person;

(10) Identification and description of
each of the covered activity or activi-
ties undertaken by the covered foreign
person that makes the transaction a
covered transaction, as well as a brief
description of the known end use(s) and
end user(s) of the covered foreign per-
son’s technology, products, or services;

(11) A statement describing the at-
tributes that cause the entity to be a
covered foreign person, and any other
relevant information regarding the
covered foreign person and covered ac-
tivity or activities;

(12) If a transaction involves a cov-
ered activity identified in §850.217(a),
(b), or (c), identification of the tech-
nology node(s) at which any applicable
product is produced; and

(13) If the notification is required
under §850.403:

(i) Identification of the fact or cir-
cumstance of which the U.S. person ac-
quired knowledge post-transaction;

(ii) The date upon which the U.S. per-
son acquired such knowledge;

(iii) A statement explaining why the
U.S. person did not possess or obtain
such knowledge at the time of the
transaction; and

(iv) A description of any pre-trans-
action diligence undertaken by the
U.S. person, including, as applicable,
any steps described in §850.104(c).
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(c) The U.S. person shall maintain a
copy of the notification filed and sup-
porting documentation for a period of
ten years from the date of the filing.
Such supporting documentation shall
include, as applicable, any pitch decks,
marketing letters, and offering memo-
randums; transaction documents in-
cluding side letters and investment
agreements; and due diligence mate-
rials related to the transaction. The
U.S. person shall make all supporting
documentation available upon request
by the Department of the Treasury.

(d) If the U.S. person does not provide
responses to the information required
in paragraph (b) of this section, the
U.S. person shall provide sufficient ex-
planation for why the information is
unavailable or otherwise cannot be ob-
tained and explain the U.S. person’s ef-
forts to obtain such information. If
such information subsequently be-
comes available, the U.S. person shall
provide such information to the De-
partment of the Treasury promptly,
and no later than 30 calendar days fol-
lowing the availability of such infor-
mation.

§850.406 Notice of material omission
or inaccuracy.

A person who has made any represen-
tation, statement, or certification sub-
ject to this part shall inform the De-
partment of the Treasury in writing
promptly, and in no event later than 30
calendar days after learning of a mate-
rial omission or inaccuracy in such
representation, statement, or certifi-
cation.

Subpart E—Exceptions and
Exemptions

§850.501 Excepted transaction.

A transaction that would be either a
prohibited transaction or a notifiable
transaction if engaged in by a U.S. per-
son but for this section is not a prohib-
ited transaction or a notifiable trans-
action, as applicable, if the conditions
set forth in this section are met. In
that case, the transaction is an ex-
cepted transaction. The following
transactions are excepted transactions:

(a)(1) An investment by a U.S. per-
son:

§850.501

(i) In any publicly traded security,
with ‘‘security” as defined in section
3(a)(10) of the Securities Exchange Act
of 1934, as amended, at 15 TU.S.C.
78c(a)(10), denominated in any cur-
rency, and that trades on a securities
exchange or through the method of
trading that is commonly referred to
as ‘‘over-the-counter,” in any jurisdic-
tion;

(ii) In a security issued by:

(A) Any ‘“‘investment company’ as
defined in section 3(a)(1) of the Invest-
ment Company Act of 1940, as amended,
at 15 U.S.C. 80a-3(a)(1), that is reg-
istered with the U.S. Securities and
Exchange Commission, such as index
funds, mutual funds, or exchange trad-
ed funds; or

(B) Any company that has elected to
be regulated or is regulated as a busi-
ness development company pursuant to
section 54 of the Investment Company
Act of 1940, as amended, at 15 U.S.C.
80a-53;

(iii) Made as a limited partner or
equivalent in a venture capital fund,
private equity fund, fund of funds, or
other pooled investment fund other
than as described in paragraph (a)(1)(ii)
of this section where:

(A) The limited partner or equiva-
lent’s committed capital is not more
than $2,000,000, aggregated across any
investment and co-investment vehicles
of the fund; or

(B) The limited partner or equivalent
has secured a binding contractual as-
surance that its capital in the fund will
not be used to engage in a transaction
that would be a prohibited transaction
or notifiable transaction, as applicable,
if engaged in by a U.S. person; or

(iv) In a derivative, so long as such
derivative does not confer the right to
acquire equity, any rights associated
with equity, or any assets in or of a
covered foreign person.

(2) Notwithstanding paragraph (a)(1)
of this section, an investment is not an
excepted transaction if it affords the
U.S. person rights beyond standard mi-
nority shareholder protections with re-
spect to the covered foreign person.
Such standard minority shareholder
protections include:

(i) The power to prevent the sale or
pledge of all or substantially all of the
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assets of an entity or a voluntary filing
for bankruptcy or liquidation;

(ii) The power to prevent an entity
from entering into contracts with ma-
jority investors or their affiliates;

(iii) The power to prevent an entity
from guaranteeing the obligations of
majority investors or their affiliates;

(iv) The right to purchase an addi-
tional interest in an entity to prevent
the dilution of an investor’s pro rata
interest in that entity in the event
that the entity issues additional in-
struments conveying interests in the
entity;

(v) The power to prevent the change
of existing legal rights or preferences
of the particular class of stock held by
minority investors, as provided in the
relevant corporate documents gov-
erning such stock; and

(vi) The power to prevent the amend-
ment of the Articles of Incorporation,
constituent agreement, or other orga-
nizational documents of an entity with
respect to the matters described in
paragraphs (a)(2)(i) through (v) of this
section;

(b) The acquisition by a U.S. person
of equity or other interests in an enti-
ty held by one or more persons of a
country of concern; provided that:

(1) The U.S. person is acquiring all
equity or other interests in such entity
held by all persons of a country of con-
cern; and

(2) Following such acquisition, the
entity does not constitute a covered
foreign person;

(c) A transaction that, but for this
paragraph, would be a covered trans-
action between a U.S. person and its
controlled foreign entity that supports
operations that are not covered activi-
ties or that maintains covered activi-
ties that the controlled foreign entity
was engaged in prior to January 2, 2025;

(d) A transaction made after January
2, 2025, pursuant to a binding, uncalled
capital commitment entered into be-
fore January 2, 2025;

(e) The acquisition of a voting inter-
est in a covered foreign person by a
U.S. person upon default or other con-
dition involving a loan or a similar fi-
nancing arrangement, where the loan
was made by a syndicate of banks in a
loan participation where the U.S. per-
son lender(s) in the syndicate:
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(1) Cannot on its own initiate any ac-
tion vis-a-vis the debtor; and

(2) Is not the syndication agent;

(f) The receipt of employment com-
pensation by an individual in the form
of an award of equity or the grant of an
option to purchase equity in a covered
foreign person, or the exercise of such
option; or

(g)(1) A transaction that is:

(i) With or involving a person of a
country or territory outside of the
United States designated by the Sec-
retary, after taking into account
whether the country or territory is ad-
dressing national security risks sub-
stantially similar to those described in
the Order and related to outbound in-
vestment; and

(ii) Of a type for which the Secretary
has determined that the related na-
tional security concerns are likely to
be adequately addressed by measures
taken or that may be taken by the gov-
ernment of the relevant country or ter-
ritory.

(2) Prior to making a designation or
determination under this paragraph
(g), the Secretary shall consult with
the Secretary of State, the Secretary
of Commerce, and, as appropriate, the
heads of other relevant agencies.

(3) The Secretary’s designations and
determinations under paragraph (g)(1)
of this section shall be made available
through public notice.

(4) The Secretary may rescind a des-
ignation or determination under para-
graph (g)(1) of this section if the Sec-
retary, in consultation with the Sec-
retary of State, Secretary of Com-
merce, and, as appropriate, the heads
of other relevant agencies, determines
that such a rescission is appropriate.
Any rescission shall be made available
through public notice.

§850.502 National interest exemption.

(a) The Secretary, in consultation
with the Secretary of Commerce, the
Secretary of State, and the heads of
relevant agencies, as appropriate, may
determine that a covered transaction is
in the national interest of the United
States and therefore is exempt from
applicable provisions in subparts C and
D of this part (excluding §§850.406,
850.603, and 850.604). Such a determina-
tion may be made following a request
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by a U.S. person on its own behalf or on
behalf of its controlled foreign entity.

(b) Any determination pursuant to
paragraph (a) of this section will be
based on a consideration of the totality
of the relevant facts and circumstances
and may be informed by, among other
considerations, the transaction’s effect
on critical U.S. supply chain needs; do-
mestic production needs in the United
States for projected national defense
requirements; United States’ techno-
logical leadership globally in areas af-
fecting U.S. national security; and im-
pact on U.S. national security if the
U.S. person is prohibited from under-
taking the transaction.

(c) A U.S. person seeking a national
interest exemption shall submit rel-
evant information to the Department
of the Treasury regarding the trans-
action and shall articulate the basis for
the request, including the U.S. person’s
analysis of the transaction’s potential
impact on the national interest of the
United States and the certification re-
ferred to in §850.203. Information and
other documents submitted by the U.S.
person to the Department of the Treas-
ury under this section shall be deemed
part of the national interest exemption
request. The U.S. person shall follow
the instructions posted on the Depart-
ment of the Treasury’s Outbound In-
vestment Security Program website.
No communications or submissions
other than those described in this sec-
tion shall constitute a request for a na-
tional interest exemption. The Depart-
ment of the Treasury may request ad-
ditional information that may include
some or all of the information required
under §850.405.

(d) A determination that a covered
transaction is exempt under this sec-
tion may be subject to binding condi-
tions.

(e) No determination pursuant to
paragraph (a) of this section will be
valid unless provided to the subject
U.S. person in writing and signed by
the Assistant Secretary or Deputy As-
sistant Secretary of the Treasury for
Investment Security.

NOTE 1 TO §850.502: A process and related
information for exemption requests will be
made available on the Department of the
Treasury’s Outbound Investment Security
Program website.

§850.701

§850.503 IEEPA statutory exception.

Conduct referred to in 50 U.S.C.
1702(b) shall not be regulated or prohib-
ited, directly or indirectly, by this
part.

Subpart F—Violations

§850.601 Taking actions prohibited by
this part.

The taking of any action prohibited
by this part is a violation of this part.

§ 850.602
ments.

Failure to fulfill require-

Failure to take any action required
by this part, and within the time frame
and in the manner specified by this
part, as applicable, is a violation of
this part.

§850.603 Misrepresentation, conceal-

ment, and omission of facts.

With respect to any information sub-
mission to or communication with the
Department of the Treasury pursuant
to any provision of this part, the mak-
ing of any materially false or mis-
leading representation, statement, or
certification, or falsifying, concealing
or omitting any material fact is a vio-
lation of this part.

§850.604 Evasions; attempts; causing
violations; conspiracies.

(a) Any action on or after the effec-
tive date of this part that evades or
avoids, has the purpose of evading or
avoiding, causes a violation of, or at-
tempts to violate any of the prohibi-
tions set forth in this part is prohib-
ited.

(b) Any conspiracy formed to violate
the prohibitions set forth in this part
is prohibited.

Subpart G—Penalties and
Disclosures

§850.701 Penalties.

(a) Section 206 of IEEPA applies to
any person subject to the jurisdiction
of the United States who violates, at-
tempts to violate, conspires to violate,
or causes a violation of any order, reg-
ulation, or prohibition issued by or
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pursuant to the direction or authoriza-
tion of the Secretary pursuant to this
part or otherwise under IEEPA.

(1) A civil penalty may be imposed on
any person who violates, attempts to
violate, conspires to violate, or causes
a violation of any order, regulation, or
prohibition issued under IEEPA, in-
cluding any provision of this part in an
amount not to exceed the greater of:

(i) $250,000, as such amount is ad-
justed pursuant to the Federal Civil
Penalties Inflation Adjustment Act of
1990, as amended (Pub. L. 101-410, 28
U.S.C. 2461 note); or

(ii) An amount that is twice the
amount of the transaction that is the
basis of the violation with respect to
which the penalty is imposed.

(2) A person who willfully commits,
willfully attempts to commit, willfully
conspires to commit, or aids or abets in
the commission of a violation, attempt
to violate, conspiracy to violate, or
causing of a violation of any order, reg-
ulation, or prohibition issued under
IEEPA, including any provision of this
part, shall, upon conviction, be fined
not more than $1,000,000, or if a natural
person, be imprisoned for not more
than 20 years, or both.

(b) The Secretary may refer potential
criminal violations of the Order, or of
this part, to the Attorney General.

(c) The civil penalties provided for in
IEEPA are subject to adjustment pur-
suant to the Federal Civil Penalties In-
flation Adjustment Act of 1990, as
amended (Pub. L. 101-410, 28 U.S.C. 2461
note). Notice of the maximum penalty
which may be assessed under this sec-
tion will be published in the FEDERAL
REGISTER and on Treasury’s Outbound
Investment Security Program website
on an annual basis on or before Janu-
ary 15 of each calendar year.

(d) The criminal penalties provided
for in IEEPA are subject to adjustment
pursuant to 18 U.S.C. 3571.

(e) The penalties available under this
section are without prejudice to other
penalties, civil or criminal, and for-
feiture of property, available under
other applicable law.

(f) Pursuant to 18 U.S.C. 1001, who-
ever, in any matter within the jurisdic-
tion of the executive, legislative, or ju-
dicial branch of the Government of the
United States, knowingly and willfully
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falsifies, conceals or covers up by any
trick, scheme, or device a material
fact; makes any materially false, ficti-
tious, or fraudulent statement or rep-
resentation; or makes or uses any false
writing or document knowing the same
to contain any materially false, ficti-
tious, or fraudulent statement or entry
shall be fined under title 18, United
States Code, or imprisoned not more
than 5 years, or both.

§850.702 Administrative collection; re-
ferral to United States Department
of Justice.

The imposition of a monetary pen-
alty under this part creates a debt due
to the U.S. Government. The Depart-
ment of the Treasury may take action
to collect the penalty assessed if not
paid. In addition or instead, the matter
may be referred to the Department of
Justice for appropriate action to re-
cover the penalty.

§850.703 Divestment.

(a) The Secretary, in consultation
with the heads of relevant agencies, as
appropriate, may take any action au-
thorized under IEEPA to nullify, void,
or otherwise compel the divestment of
any prohibited transaction entered
into after the effective date of this
part.

(b) The Secretary may refer any ac-
tion taken under paragraph (a) of this
section to the Attorney General to
seek appropriate relief to enforce such
action.

§850.704 Voluntary self-disclosure.

(a) Any person who has engaged in
conduct that may constitute a viola-
tion of this part may submit a vol-
untary self-disclosure of that conduct
to the Department of the Treasury.

(b) In determining the appropriate re-
sponse to any violation, the Depart-
ment of the Treasury will consider the
submission and the timeliness of any
voluntary self-disclosure.

(c) In assessing the timeliness of a
voluntary self-disclosure, the Depart-
ment of the Treasury will consider
whether it has learned of the conduct
prior to the voluntary self-disclosure.
The Department of the Treasury may
consider disclosure of a violation to an-
other government agency other than

1080



Office of Investment Security, Treasury

the Department of the Treasury as a
voluntary self-disclosure based on a
case-by-case assessment.

(d) Notwithstanding the foregoing,
identification to the Department of the
Treasury of conduct that may con-
stitute a violation of this part may not
be assessed to be a voluntary self-dis-
closure in one or more of the following
circumstances:

(1) A third party has provided a prior
disclosure to the Department of the
Treasury of the conduct or similar con-
duct related to the same pattern or
practice, regardless of whether the dis-
closing person knew of the third par-
ty’s prior disclosure;

(2) The disclosure includes materially
false or misleading information;

(3) The disclosure, when considered
along with supplemental information
timely provided by the disclosing per-
son, is materially incomplete;

(4) The disclosure is not self-initi-
ated, including when the disclosure re-
sults from a suggestion or order of a
Federal or state agency or official;

(5) The disclosure is a response to an
administrative subpoena or other in-
quiry from the Department of the
Treasury or another government agen-
cy;

(6) The disclosure is made about the
conduct of an entity by an individual
in such entity without the authoriza-
tion of such entity’s senior manage-
ment; or

(7) The filing is made pursuant to a
required notification under this part,
including §850.403 or §850.406.

(e) A voluntary self-disclosure to the
Department of the Treasury must take
the form of a written notice describing
the conduct that may constitute a vio-
lation and each of the persons involved.
A voluntary self-disclosure must in-
clude, or be followed within a reason-
able period of time by, a report of suffi-
cient detail to afford a complete under-
standing of the conduct that may con-
stitute the violation. A person making
a voluntary self-disclosure must re-
spond in a timely manner to any fol-
low-up inquiries by the Department of
the Treasury.

§850.801

Subpart H—Provision and
Handling of Information

§850.801 Confidentiality.

(a) Except to the extent required by
law or otherwise provided in para-
graphs (b) through (d) of this section,
information or documentary materials
not otherwise publicly available that
are submitted to the Department of the
Treasury under this part shall not be
disclosed to the public.

(b) Notwithstanding paragraph (a) of
this section, except to the extent pro-
hibited by law, the Department of the
Treasury may disclose information or
documentary materials that are not
otherwise publicly available, subject to
appropriate confidentiality and classi-
fication requirements, when such infor-
mation or documentary materials are:

(1) Relevant to any judicial or admin-
istrative action or proceeding;

(2) Provided to Congress or to any
duly authorized committee or sub-
committee of Congress; or

(3) Provided to any domestic govern-
mental entity, or to any foreign gov-
ernmental entity of a United States
partner or ally, where the information
or documentary materials are impor-
tant to the national security analysis
or actions of such governmental entity
or the Department of the Treasury.

(c) Notwithstanding paragraph (a) of
this section, the Department of the
Treasury may disclose to third parties
information or documentary materials
that are not otherwise publicly avail-
able when the person who submitted or
filed the information or documentary
materials has consented to its disclo-
sure to such third parties.

(d) Notwithstanding paragraph (a) of
this section, the Department of the
Treasury may disclose information
that is not already publicly available,
when such disclosure of information is
determined by the Secretary to be in
the national interest. Any determina-
tion under this paragraph (d) may not
be delegated below the level of the As-
sistant Secretary of the Treasury.

(e) The Department of the Treasury
may use the information gathered pur-
suant to this part to fulfill its obliga-
tions under the Order, which may in-
clude publication of anonymized data.
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§850.802 Language of information.

All materials or information filed
with the Department of the Treasury
under this part shall be submitted in
English. If supplementary or additional
materials were originally written in a
foreign language, they shall be sub-
mitted in their original language.
Where English versions of those docu-
ments exist, they shall also be sub-
mitted.

Subpart I—Other Provisions

§850.901 Delegation of authorities of
the Secretary of the Treasury.

Any action that the Secretary is au-
thorized to take pursuant to the Order
and any further executive orders relat-
ing to the national emergency declared
in the Order may be taken by the As-
sistant Secretary of the Treasury for
Investment Security or their designee
or by any other person to whom the
Secretary has delegated the authority
s0 to act, as appropriate.

§850.902 Amendment, modification, or
revocation.

(a) Except as otherwise provided by
law, and in consultation with the Sec-
retary of Commerce and, as appro-

priate, the heads of other relevant
agencies, the Secretary may amend,
modify, or revoke provisions of this

part at any time.

(b) Except as otherwise provided by
law, any instructions, orders, forms,
regulations, or rulings issued pursuant
to this part may be amended, modified,
or revoked at any time.

(c) Unless otherwise specifically pro-
vided, any amendment, modification,
or revocation of any provision in or ap-
pendix to this part does not affect any
act done or omitted, or any civil or
criminal proceeding commenced or
pending, prior to such amendment,
modification, or revocation. All pen-
alties, forfeitures, and liabilities under
any such instructions, orders, forms,
regulations, or rulings pursuant to this
part continue and may be enforced as if
such amendment, modification, or rev-
ocation had not been made.
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§850.903 Severability.

The provisions of this part are sepa-
rate and severable from one another. If
any of the provisions of this part, or
the application thereof to any person
or circumstance, is held to be invalid,
such invalidity shall not affect other
provisions or application of such provi-
sions to other persons or circumstances
that can be given effect without the in-
valid provision or application.

§850.904 Reports to be furnished on
demand.

(a) Any person is required to furnish
under oath, in the form of reports or
otherwise, at any time as may be re-
quired by the Department of the Treas-
ury, complete information regarding
any act or transaction subject to the
provisions of this part, regardless of
whether such act or transaction is ef-
fected pursuant to a national interest
exemption under §850.502. Except as
provided otherwise, the Department of
the Treasury may, through any person
or agency, conduct investigations, hold
hearings, administer oaths, examine
witnesses, receive evidence, take depo-
sitions, and require by subpoena the at-
tendance and testimony of witnesses
and the production of any books, con-
tracts, letters, papers, and other hard
copy or electronic documents relating
to any matter under investigation, re-
gardless of whether any report has
been required or filed under this sec-
tion.

(b) For purposes of paragraph (a) of
this section, the term document in-
cludes any written, recorded, or graph-
ic matter or other means of preserving
thought or expression (including in
electronic format), and all tangible
things stored in any medium from
which information can be processed,
transcribed, or obtained directly or in-
directly.

(c) Persons providing documents to
the Department of the Treasury pursu-
ant to this section must do so in a usa-
ble format agreed upon by the Depart-
ment of the Treasury.

PARTS 851-899 [RESERVED]
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