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The Situation: The Foreign Investment Risk Review Modernization Act ("FIRRMA") clarifies
when U.S. private equity funds with foreign limited partners are not considered foreign for
purposes of the Committee on Foreign Investment in the United States ("CFIUS") and
expands the reach of CFIUS to include noncontrolling investments.

The Result: U.S. private equity funds need to consider whether their fund structures could
cause them to be foreign persons for CFIUS purposes generally and also understand how
FIRRMA expands the jurisdiction of CFIUS to include certain types of noncontrolling
investments.

Looking Ahead: U.S. private equity firms should: (i) carefully consider CFIUS issues when
establishing new funds to understand whether rights of foreign limited partners trigger
CFIUS jurisdiction; (ii) confirm whether investments by their funds in U.S. critical technology
companies trigger a mandatory CFIUS notification requirement; and (iii) monitor additional
efforts to implement the various other provisions of FIRRMA.

Last year, the president signed FIRRMA into law, clarifying how CFIUS will treat investments
made by private equity funds subject to future regulations, and simultaneously expanding
CFIUS' jurisdiction to encompass noncontrolling investments in "critical infrastructure" and
"critical technology" companies, as well as companies that maintain or collect sensitive data of
U.S. citizens (collectively "Sensitive U.S. Businesses"). This expanded jurisdiction will have a
significant impact on foreign investors generally, as well as U.S. private equity funds with
foreign general or limited partners.

U.S. private equity funds that have foreign general or limited partners should evaluate the
impact that such a structure could have on U.S. investments by the fund, including, in particular,
investments in Sensitive U.S. Businesses. In addition, U.S. private equity firms that are
establishing new investment funds that will involve foreign capital should carefully consider
how the fund is organized and the rights, if any, that foreign limited partners will obtain.
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Parties should consider involving counsel early in the !
drafting of investment documents to understand the ‘
CFIUS implications of how funds are structured.

John Cheretis
Washington

YOU MIGHT BE INTERESTED IN: Go To All Recommendations >>

S

Jones D=

TALKS

Sanctions Key Takeaways Jones Day Talks:
Enforcement from the First Two Foreign Direct
Action Provides Months of Investment to the
Incentives for Mandatory CFIUS U.S.: A Look at
Companies and a Declarations CFIUS and the
Warning for FIRRMA Pilot
Individuals Program

SUBSCRIBE SUBSCRIBE TO RSS m n ’ E El %

Jones Day is a global law firm with more than 2,500 lawyers on five continents. One Firm WorldwidesM

Disclaimer: Jones Day's publications should not be construed as legal advice on any specific facts or circumstances. The contents are intended for
general information purposes only and may not be quoted or referred to in any other publication or proceeding without the prior written consent of
the Firm, to be given or withheld at our discretion. To request reprint permission for any of our publications, please use our "Contact Us" form,
which can be found on our website at www.jonesday.com. The mailing of this publication is not intended to create, and receipt of it does not
constitute, an attorney-client relationship. The views set forth herein are the personal views of the authors and do not necessarily reflect those of
the Firm.

© 2019 Jones Day. All rights reserved. 51 Louisiana Avenue, N.W., Washington D.C. 20001-2113



https://www.jonesday.com/jcheretis/
https://www.jonesday.com/international_trade/?section=Publications
https://www.jonesday.com/files/Publication/a77e1ca4-8cae-46c9-90aa-d12f47bb8304/Presentation/PublicationAttachment/1b44352d-eb00-403f-804a-d850625b5f60/OFAC%20Enforcement%20Action.pdf
https://www.jonesday.com/files/Publication/a77e1ca4-8cae-46c9-90aa-d12f47bb8304/Presentation/PublicationAttachment/1b44352d-eb00-403f-804a-d850625b5f60/OFAC%20Enforcement%20Action.pdf
https://www.jonesday.com/files/Publication/a77e1ca4-8cae-46c9-90aa-d12f47bb8304/Presentation/PublicationAttachment/1b44352d-eb00-403f-804a-d850625b5f60/OFAC%20Enforcement%20Action.pdf
https://www.jonesday.com/files/Publication/a77e1ca4-8cae-46c9-90aa-d12f47bb8304/Presentation/PublicationAttachment/1b44352d-eb00-403f-804a-d850625b5f60/OFAC%20Enforcement%20Action.pdf
https://www.jonesday.com/files/Publication/a77e1ca4-8cae-46c9-90aa-d12f47bb8304/Presentation/PublicationAttachment/1b44352d-eb00-403f-804a-d850625b5f60/OFAC%20Enforcement%20Action.pdf
https://www.jonesday.com/files/Publication/a77e1ca4-8cae-46c9-90aa-d12f47bb8304/Presentation/PublicationAttachment/1b44352d-eb00-403f-804a-d850625b5f60/OFAC%20Enforcement%20Action.pdf
https://www.jonesday.com/files/Publication/a77e1ca4-8cae-46c9-90aa-d12f47bb8304/Presentation/PublicationAttachment/1b44352d-eb00-403f-804a-d850625b5f60/OFAC%20Enforcement%20Action.pdf
https://www.jonesday.com/files/Publication/79149534-9b56-4c1d-a5cc-046a19e48f56/Presentation/PublicationAttachment/e7eba5be-13de-448a-b4f6-108c1b1c0d07/Key%20Takeaways%20CFIUS.pdf
https://www.jonesday.com/files/Publication/79149534-9b56-4c1d-a5cc-046a19e48f56/Presentation/PublicationAttachment/e7eba5be-13de-448a-b4f6-108c1b1c0d07/Key%20Takeaways%20CFIUS.pdf
https://www.jonesday.com/files/Publication/79149534-9b56-4c1d-a5cc-046a19e48f56/Presentation/PublicationAttachment/e7eba5be-13de-448a-b4f6-108c1b1c0d07/Key%20Takeaways%20CFIUS.pdf
https://www.jonesday.com/files/Publication/79149534-9b56-4c1d-a5cc-046a19e48f56/Presentation/PublicationAttachment/e7eba5be-13de-448a-b4f6-108c1b1c0d07/Key%20Takeaways%20CFIUS.pdf
https://www.jonesday.com/files/Publication/79149534-9b56-4c1d-a5cc-046a19e48f56/Presentation/PublicationAttachment/e7eba5be-13de-448a-b4f6-108c1b1c0d07/Key%20Takeaways%20CFIUS.pdf
https://www.jonesday.com/jones-day-talks-foreign-direct-investment-to-the-us-a-look-at-cfius-and-the-firrma-pilot-program-03-06-2019/
https://www.jonesday.com/jones-day-talks-foreign-direct-investment-to-the-us-a-look-at-cfius-and-the-firrma-pilot-program-03-06-2019/
https://www.jonesday.com/jones-day-talks-foreign-direct-investment-to-the-us-a-look-at-cfius-and-the-firrma-pilot-program-03-06-2019/
https://www.jonesday.com/jones-day-talks-foreign-direct-investment-to-the-us-a-look-at-cfius-and-the-firrma-pilot-program-03-06-2019/
https://www.jonesday.com/jones-day-talks-foreign-direct-investment-to-the-us-a-look-at-cfius-and-the-firrma-pilot-program-03-06-2019/
https://www.jonesday.com/jones-day-talks-foreign-direct-investment-to-the-us-a-look-at-cfius-and-the-firrma-pilot-program-03-06-2019/
https://www.jonesday.com/jones-day-talks-foreign-direct-investment-to-the-us-a-look-at-cfius-and-the-firrma-pilot-program-03-06-2019/
https://jonesday-ecommunications.com/5/69/landing-pages/preference.asp
http://www.jonesday.com/newsknowledge/rss.aspx

