Office of Foreign Assets Control, Treasury

Secretary of Homeland Security and the At-
torney General, may take such other actions
than the complete blocking of property or
interests in property as the President is au-
thorized to take under the International
Emergency Economic Powers Act and the
United Nations Participation Act if the Sec-
retary of the Treasury, in consultation with
the Secretary of State, the Secretary of
Homeland Security and the Attorney Gen-
eral, deems such other actions to be con-
sistent with the national interests of the
United States, considering such factors as he
deems appropriate.

NOTE 2 TO PARAGRAPH (a). The names of
persons whose property or interests in prop-
erty are blocked pursuant to §594.201(a) are
published on OFAC’s website, announced in
the FEDERAL REGISTER and incorporated on
an ongoing basis with the identifier [SDGT]
in appendix A to 31 CFR chapter V.

NOTE 3 TO PARAGRAPH (a). Section 501.807 of
this chapter V sets forth the procedures to
be followed by persons seeking administra-
tive reconsideration of their designation pur-
suant to §594.201(a)(2), (a)(3), or (a)(4) or who
wish to assert that the circumstances result-
ing in designation no longer apply. Simi-
larly, when a transaction results in the
blocking of funds at a financial institution
pursuant to this section and a party to the
transaction believes the funds to have been
blocked due to mistaken identity, that party
may seek to have such funds unblocked pur-
suant to the administrative procedures set
forth in §501.806 of this chapter.

(b) Unless otherwise authorized by
this part or by a specific license ex-
pressly referring to this section, any
dealing in any security (or evidence
thereof) held within the possession or
control of a U.S. person and either reg-
istered or inscribed in the name of or
known to be held for the benefit of any
person whose property or interests in
property are blocked pursuant to
§594.201(a) is prohibited. This prohibi-
tion includes but is not limited to the
transfer (including the transfer on the
books of any issuer or agent thereof),
disposition, transportation, importa-
tion, exportation, or withdrawal of any
such security or the endorsement or
guaranty of signatures on any such se-
curity. This prohibition applies irre-
spective of the fact that at any time
(whether prior to, on, or subsequent to
the effective date) the registered or in-
scribed owner of any such security may
have or might appear to have assigned,
transferred, or otherwise disposed of
the security.
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NOTE 1 TO §594.201. Section 106 of the USA
PATRIOT Act of 2001 (Pub. L. 107-56, Oct. 26,
2001) amended section 203 of the Inter-
national Emergency Economic Powers Act
(50 U.S.C. 1702) to authorize explicitly the
blocking of property and interests in prop-
erty of a person or entity during the pend-
ency of an investigation. The name of any
person or entity whose property or interests
in property are blocked pursuant to this au-
thority appears on the Office of Foreign As-
sets Control’s (OFAC) blocked persons list
with the descriptor “[BPI-PA].”” The scope of
the property or interests in property blocked
during the pendency of an investigation may
be more limited than the scope of the block-
ing set forth in §594.201(a). Inquiries regard-
ing the scope of any such blocking should be
directed to OFAC’s Compliance Division at
202/622-2490.

NOTE 2 TO §594.201. The prohibitions set
forth in this part are separate from and in
addition to other parts of 31 CFR chapter V,
including but not limited to the Terrorism
Sanctions Regulations (part 595), the Ter-
rorism List Government Sanctions Regula-
tions (part 596), and the Foreign Terrorist
Organizations Sanctions Regulations (part
597). The prohibitions set forth in this part
also are separate and apart from the crimi-
nal prohibition, set forth at 18 U.S.C. 2339B,
against providing material support or re-
sources to foreign terrorist organizations
designated pursuant to section 219 of the Im-
migration and Nationality Act, as amended.

§594.202 Effect of transfers violating
the provisions of this part.

(a) Any transfer after the effective
date that is in violation of any provi-
sion of this part or of any regulation,
order, directive, ruling, instruction, or
license issued pursuant to this part,
and that involves any property or in-
terest in property blocked pursuant to
§594.201(a), is null and void and shall
not be the basis for the assertion or
recognition of any interest in or right,
remedy, power, or privilege with re-
spect to such property or property in-
terests.

(b) No transfer before the effective
date shall be the basis for the assertion
or recognition of any right, remedy,
power, or privilege with respect to, or
any interest in, any property or inter-
est in property blocked pursuant to
§594.201(a), unless the person with
whom such property is held or main-
tained, prior to that date, had written
notice of the transfer or by any written
evidence had recognized such transfer.

453



§594.203

(c) Unless otherwise provided, an ap-
propriate license or other authoriza-
tion issued by or pursuant to the direc-
tion or authorization of the Director of
the Office of Foreign Assets Control be-
fore, during, or after a transfer shall
validate such transfer or make it en-
forceable to the same extent that it
would be valid or enforceable but for
the provisions of the International
Emergency Economic Powers Act, this
part, and any regulation, order, direc-
tive, ruling, instruction, or license
issued pursuant to this part.

(d) Transfers of property that other-
wise would be null and void or unen-
forceable by virtue of the provisions of
this section shall not be deemed to be
null and void or unenforceable as to
any person with whom such property
was held or maintained (and as to such
person only) in cases in which such per-
son is able to establish to the satisfac-
tion of the Director of the Office of
Foreign Assets Control each of the fol-
lowing:

(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 author-
ization did purport to cover the trans-
fer, that such license or authorization
had been obtained by misrepresenta-
tion of a third party or withholding of
material facts or was otherwise fraudu-
lently 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;

(i) Such transfer was not licensed or
authorized by the Director of the Office
of Foreign Assets Control; or
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(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). The filing of a re-
port in accordance with the provisions of
paragraph (d)(3) of this section shall not be
deemed evidence that the terms of para-
graphs (d)(1) and (d)(2) of this section have
been satisfied.

(e) Except to the extent otherwise
provided by law or unless licensed pur-
suant to this part, any attachment,
judgment, decree, lien, execution, gar-
nishment, or other judicial process is
null and void with respect to any prop-
erty in which on or since the effective
date there existed an interest of a per-
son whose property or interests in
property are blocked pursuant to
§594.201(a).

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

(a) Except as provided in paragraph
(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-
posits, or liquidated financial obliga-
tions, subject to §594.201(a) shall hold
or place such funds in a blocked inter-
est-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 that are commercially reason-
able; or

(if) 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 in
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
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