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Executive and Legislative Developments
As the crisis in Ukraine continues to escalate, new rounds of sanctions are announced. In earlier
updates, we have referenced three executive orders EO No. 13660 (March 6, 2014), EO No. 13661
(March 17, 2014) and EO No. 13662 (March 20, 2014) which enable the Secretary of the Treasury
to sanction not only specific individuals but also entire sectors of Russian economy, including
financial services, energy, metals and mining, engineering and defense. In addition, on April 3,
2014, President Obama signed into law Public Law 113-95 entitled Support for the Sovereignty,
Integrity, Democracy, and Economic Stability of Ukraine Act of 2014 (PL 113-95) which requires
imposition of sanctions on the persons responsible for violence or undermining the peace, security,
stability, sovereignty, or territorial integrity of Ukraine and authorizes imposition of sanctions on the
persons in the Russian Federation Complicit in or Responsible for Significant Corruption.
On April 28, 2014, the United States imposed targeted sanctions on a number of Russian
individuals and entities and restricting licenses for certain U.S. exports to Russia. The Department
of the Treasury imposed asset freezes and visa bans on seven Russian government officials and
asset freezes on 17 companies. In addition, the Department of Commerce has imposed additional
restrictions on 13 of those companies by imposing a license requirement with a presumption of
denial for the export, re-export or other foreign transfer of U.S.-origin items to the companies.
Further, the Departments of Commerce and State have announced a tightened policy to deny
export license applications for any high-technology items that could contribute to Russia’s military
capabilities. Those Departments also will revoke any existing export licenses that meet these
conditions.
Two of the sanctioned companies are not based in Russia—one is based in Cyprus and the other is
based in Luxembourg (presumably each is owned and/or controlled by Russian government officials
or members of the inner circle of President Putin).
The imposed sanctions and their potential impact on businesses are discussed below.

Imposed Sanctions
Asset Freezes. To date, the Ukraine-related asset freezes are imposed on 45 individuals and 19
entities. The assets of these persons are subject to freezing (also called blocking), which is an
immediate across-the-board prohibition against transfers or dealings of any kind with regard to the
property. Blocking is not forfeiture because title to the blocked property remains with the target,
but the exercise of powers and privileges normally associated with ownership is prohibited without
authorization from Office of Foreign Assets Control (OFAC). As of the date of the imposition of
sanctions, the assets are required to be separated, placed in trust and the person holding the
assets is required to notify OFAC.
Blocking extends to the entities in which a sanctioned individual owns (defined as a direct or indirect
ownership interest of 50% or more). As noted above, two of the newly-sanctioned entities are not
based in Russia. This illustrates the scope and breadth of the Russian economy, and also shows
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that individuals/entities who must comply with U.S. sanctions should be aware that potential sanction targets can be
located anywhere in the world.
■■ Bottom line: Financial institutions and businesses, especially those with Russian and Ukrainian counterparts,
should screen existing and future customers, clients, and accounts against the names of the persons subject to
the orders. Given the fluidity of this situation, additional persons and groups could be added to the list of targets
for asset blocking. Therefore, it is advisable to check the list on a regular basis for updates. Ongoing long-term
contracts with parties subject to sanctions may present additional risks requiring individual legal advice.
No U.S. Entry. The Ukraine-related sanctions ban 45 individuals from entering the U.S. In addition, entry may be denied
to unlisted persons at the discretion of the Department of State.
■■ Bottom line: As with the advice on the first point, U.S. businesses must make themselves aware of whether
current or potential clients or customers are ‘listed.’ The ban on entry into the U.S. could impact the ability of U.S.
companies to do business with ‘listed’ persons or entities.
Prohibition on Donations. Sanctions prohibit donations by or to sanctioned persons and entities.
■■ Bottom line: Non-profit organizations should review the list of their donors to determine whether any of the listed
nationals are on their donor lists. Further donations from these persons are prohibited.
Export Licensing Limitations. Since early March, the Bureau of Industry and Security (BIS) at the Department of
Commerce, which oversees U.S. export control regulations as to ‘dual-use’ items, and the Directorate of Defense Trade
Controls (DDTC) at the Department of State, which oversees U.S. export control regulations as to defense/military items,
have placed ‘holds’ on processing any export license application for end-users in Russia and occupied Crimea. The April
28, 2014 revisions to the Ukraine-related sanctions program upgrade DDTC’s posture from a ‘hold’ to a ‘presumption of
denial’ for future license requests for end-users in Russia and occupied Crimea. In addition, DDTC has begun the process
of revoking existing export licenses for items that contribute to Russia’s military capabilities whose end-users are in
Russia or occupied Crimea. The ‘hold’ at BIS remains in force.
Furthermore, effective April 28, 2014, BIS will deny pending applications for licenses to export or re-export any high
technology item subject to the Export Administration Regulations (EAR) to Russia or occupied Crimea that contribute to
Russia’s military capabilities. In addition, the Department of Commerce is taking actions to revoke any existing export
licenses which meet these conditions. All other pending applications and existing licenses will receive a case-by-case
evaluation to determine their contribution to Russia’s military capabilities.
In addition, 13 companies have been designated on the Entity List based on a determination they are involved, or pose a
significant risk of becoming involved, in activities contrary to the national security and foreign policy interests of the United
States. Designation on the Entity List imposes a license requirement for the export, re-export or other foreign transfer of
items subject to the EAR to the designated companies (to any country), with a presumption of denial.
■■ Bottom line: Covered business with plans to export certain ‘dual-use’ or defense/military items to Russia or
occupied Crimea should realize that it is unlikely, for the foreseeable future, that BIS or DDTC will review or
approve any license application for an end-user Russia or occupied Crimea. This would cover transactions with
any person or entity in Russia or occupied Crimea, not just those entities and persons included on the SDN List.
Further, existing license holders may now have DDTC-issued licenses revoked. This would create some level
of uncertainty, and risk, for already-concluded commercial contracts and accepted orders, and covered entities
should review their agreements to ensure that export control risk is properly addressed.

Who Must Comply With Sanctions
All U.S. persons must comply with OFAC regulations, including all U.S. citizens and permanent resident aliens regardless
of where they are located, all persons and entities within the United States, all U.S. incorporated entities and their foreign
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branches. As discussed below, even foreign entities when engaging in transactions that have nexus with the United
States may be required to comply with OFAC regulations.

Potential Penalties
Violation of sanctions can trigger substantial fines and even imprisonment. Civil penalties can range up to $250,000 or
twice the amount of the underlying transaction for each violation. Criminal penalties can range to $1,000,000 in fines and
up to 20 years of imprisonment.
■■ Bottom line: Companies should review their business operations with, and in, Russia, and determine how best
to manage their operations in light of potentially tighter sanctions. For example, public companies may consider
including a Russia sanction-specific risk factor in their filings. Companies may also consider whether to move
more liquid assets out of Russia. Companies should also review their contracts with Russian exposure to
determine whether they can be terminated in the event of sanctions or the consequences could be alleviated.

Compliance by Foreign Companies
Recent OFAC enforcement actions (Russian Bank of Moscow, UK Royal Bank of Scotland, and Luxemburg Clearstream
Banking S.A.) demonstrate that compliance with US sanctions may be expected of foreign institutions. Foreign and
multinational companies face significant compliance risk if they engage in any business with sanctioned persons or
entities. Even a minimal nexus with the United States in transactions with such persons can create liability. Activities to
watch include clearing transactions in U.S. dollars, providing financial services through institutions in the United Sates,
processing payments through foreign branches of U.S. financial institution, or knowingly relying on services of U.S.
persons anywhere in the world to facilitate, participate in, approve, or support restricted transactions.

Sanctions by Other Countries
The EU, Canada, and Australia have imposed their own Ukraine-related sanctions against specific individuals. The
European Union is expected on April 28, 2014 to expand its own list of Russians and pro-Russian Ukrainians under
E.U. sanctions to at least 15 individuals. The E.U. apparently will not sanction Russian companies. Misalignment of
international sanctions would create a compliance challenge for U.S. companies.
■■ Bottom line: Multinationals should be aware of the potential misalignment between the focus of a U.S. sanctions
program and a similar program administered in the European Union and Canada. Actions taken in the EU that
would not be permitted under a U.S. sanctions program could be construed by U.S. regulators as evasion of the
U.S. program — and such evasion is punished through significant fines. Companies should ensure that adequate
compliance controls are in place to reduce such risk.

Russian Economic Retaliation
The Russian government has retaliated with sanctions imposed on five Senators and three Obama administration
officials. Given fluidity of the situation, more Russian sanctions are not out of the question, including termination of
government contracts and confiscation of assets.
■■ Bottom line: Companies should determine whether they have political risk insurance that covers expropriation.
If not, they should determine the quantity and quality of assets possibly at risk, and take appropriate protective
steps.
We will continue to update this guidance as events warrant. Contact the authors if you have any questions.
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