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whom such property was held or main-
tained (and as to such person only) in
cases in which such person is able to
establish to the satisfaction of the Di-
rector of the Office of Foreign Assets
Control each of the following:

(1) Such transfer did not represent a
willful violation of the provisions of
this part by the person with whom such
property was held or maintained;

(2) The person with whom such prop-
erty was held or maintained did not
have reasonable cause to know or sus-
pect, in view of all the facts and cir-
cumstances known or available to such
person, that such transfer required a li-
cense or authorization issued pursuant
to this part and was not so licensed or
authorized, or if a license or authoriza-
tion did purport to cover the transfer,
that such license or authorization had
been obtained by misrepresentation of
a third party or withholding of mate-
rial facts or was otherwise fraudulently
obtained; and

(3) The person with whom such prop-
erty was held or maintained filed with
the Office of Foreign Assets Control a
report setting forth in full the cir-
cumstances relating to such transfer
promptly upon discovery that:

(i) Such transfer was in violation of
the provisions of this part or any regu-
lation, ruling, instruction, license or
other direction, or authorization issued
pursuant to this part;

(ii) Such transfer was not licensed or
authorized by the Director of the Office
of Foreign Assets Control; or

(iii) If a license did purport to cover
the transfer, such license had been ob-
tained by misrepresentation of a third
party or withholding of material facts
or was otherwise fraudulently ob-
tained.

NOTE TO PARAGRAPH (d) OF §540.202: The fil-
ing of a report in accordance with the provi-
sions of paragraph (d)(3) of this section shall
not be deemed evidence that the terms of
paragraphs (d)(1) and (d)(2) of this section
have been satisfied.

§540.203 Holding of funds in interest-
bearing accounts; investment and
reinvestment.

(a) Except as provided in paragraphs
(c) or (d) of this section, or as other-
wise directed by the Office of Foreign
Assets Control, any U.S. person hold-
ing funds, such as currency, bank de-

§540.203

posits, or liquidated financial obliga-
tions subject to §540.201 shall hold or
place such funds in a blocked interest-
bearing account located in the United
States.

(b)(1) For purposes of this section the
term blocked interest-bearing account
means a blocked account:

(i) In a federally-insured U.S. bank,
thrift institution, or credit union, pro-
vided the funds are earning interest at
rates which are commercially reason-
able; or

(ii) With a broker or dealer registered
with the Securities and Exchange Com-
mission under the Securities Exchange
Act of 1934, provided the funds are in-
vested in a money market fund or U.S.
Treasury Bills.

(2) For purposes of this section, a
rate is commercially reasonable if it is
the rate currently offered to other de-
positors on deposits or instruments of
comparable size and maturity.

(3) Funds held or placed in a blocked
account pursuant to this paragraph (b)
may not be invested in instruments the
maturity of which exceeds 180 days. If
interest is credited to a separate
blocked account or sub-account, the
name of the account party on each ac-
count must be the same.

(c) Blocked funds held in instruments
the maturity of which exceeds 180 days
at the time the funds become subject
to §540.201 may continue to be held
until maturity in the original instru-
ment, provided any interest, earnings,
or other proceeds derived therefrom are
paid into a blocked interest-bearing ac-
count in accordance with paragraph (b)
or (d) or this section.

(d) Blocked funds held in accounts or
instruments outside the United States
at the time the funds become subject
to §540.201 may continue to be held in
the same type of accounts or instru-
ments, provided the funds earn interest
at rates which are commercially rea-
sonable.

(e) This section does not create an af-
firmative obligation for the holder of
blocked tangible property, such as
chattels or real estate, or of other
blocked property, such as debt or eg-
uity securities, to sell or liquidate such
property at the time the property be-
comes subject to §540.201. However, the
Office of Foreign Assets Control may
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§540.301

issue licenses permitting or directing
such sales in appropriate cases.

(f) Except as otherwise licensed, au-
thorized or directed by OFAC, funds
subject to this section may not be in-
vested, used for collateral or reinvested
in a manner which provides immediate
financial or economic benefit or access
to the Government of the Russian Fed-
eration or its entities, nor may their
holder cooperate in or facilitate the
pledging or other attempted use as col-
lateral of blocked funds or other assets.

Subpart C—General Definitions

§540.301 Blocked blocked
property.

The terms blocked account and
blocked property shall mean any ac-
count or property subject to the prohi-
bition in §540.201 and with respect to
which payments, transfers, expor-
tations, withdrawals, or other dealings
may not be made or effected except
pursuant to an authorization or license
from the Office of Foreign Assets Con-
trol expressly authorizing such action.

§540.302 Effective date.

The term effective date refers to the
effective date of the applicable prohibi-
tions and directives contained in this
part which is 12:01 a.m., Eastern Day-
light Time, June 22, 2000.

§540.303 Entity.

The term entity means a partnership,
association, trust, joint venture, cor-
poration, or other organization.

account;

§540.304 Government of the Russian
Federation.

(a) The term Government of the Rus-
sian Federation means the Government
of the Russian Federation, any polit-
ical subdivision, agency, or instrumen-
tality thereof, and any person owned or
controlled by, or acting for or on behalf
of, the Government of the Russian Fed-
eration.

(b) Any person or entity to the extent
such person or entity is or has been, or
to the extent that there is reasonable
cause to believe that such person or en-
tity is, or has been, since the effective
date (see §540.302), acting or purporting
to act directly or indirectly for or on
behalf of any of the foregoing.
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§540.305 HEU Agreements.

The term HEU Agreements means
the Agreement Between the Govern-
ment of the United States of America
and the Government of the Russian
Federation Concerning the Disposition
of Highly Enriched Uranium Extracted
from Nuclear Weapons, dated February
18, 1993; the Initial Implementing Con-
tract, Contract Number DE-ACO01-
93NE50067, dated January 14, 1994; and
all current and future amendments
thereto; as well as the related current
and future implementing agreements,
memoranda of understanding, proto-
cols, and contracts, including all cur-
rent and future amendments thereto,
to include without limitation the fol-
lowing:

(@) Memorandum of Agreement Be-
tween the United States, Acting By
and Through the United States Depart-
ment of State, and the United States
Department of Energy and the United
States Enrichment Corporation
(USEC), for USEC to Serve as the
United States Government’s Executive
Agent under the Agreement Between
the United States and the Russian Fed-
eration Concerning the Disposition of
Highly Enriched Uranium Extracted
from Nuclear Weapons, dated April 18,
1997;

(b) Agreement Between the United
States Department of Energy and the
Ministry of the Russian Federation for
Atomic Energy Concerning the Trans-
fer of Source Material to the Russian
Federation signed at Washington on
March 24, 1999, with Implementing
Agreement and Administrative Ar-
rangement, dated March 24, 1999, and
related letter agreements; and

(c) UF6 Feed Component Imple-
menting Contract Among Cameco Eu-
rope S.A. and Compagnie Général des
Matieres Nucléaires and Nukem, Inc.
and Nukem Nuklear Gmbh and OAO
Techsnabexport, and Tenex Contract #
08843672/90100-02D, dated March 24, 1999.

§540.306
(HEU)

The term highly enriched uranium or
HEU means uranium enriched to twen-
ty (20) percent or greater in the isotope
U235.

Highly Enriched Uranium
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