Office of Foreign Assets Control, Treasury

§539.503 Exclusion from licenses.

The Director of the Office of Foreign
Assets Control reserves the right to ex-
clude any person, property, or trans-
action from the operation of any li-
cense or from the privileges conferred
by any license. The Director of the Of-
fice of Foreign Assets Control also re-
serves the right to restrict the applica-
bility of any license to particular per-
sons, property, transactions, or classes
thereof. Such actions are binding upon
all persons receiving actual or con-
structive notice of the exclusions or re-
strictions.

§539.504 Departments and agencies of
the United States Government.

(a) Departments and agencies of the
United States Government may by
written authorization signed by the
head of the Department or Agency or
his designee provide for:

(1) Procurement contracts necessary
to meet U.S. operational military re-
quirements or requirements under de-
fense production agreements; intel-
ligence requirements; sole source sup-
pliers, spare parts, components, rou-
tine servicing and maintenance of
products for the United States Govern-
ment; and medical and humanitarian
items; and

(2) Performance pursuant to con-
tracts in force as of 12:01 a.m. EDT,
July 29, 1998, under appropriate cir-
cumstances.

(b) Such written authorization shall:

(1) Include details about the goods,
technology, and services which have
been approved for importation; the ra-
tionale for such approval; and 24-hour-
a-day contact information for the ap-
proving official or designee for use by
the U.S. Customs Service should ques-
tions arise about an approved import;

(2) Be in the form of license, regula-
tion, order, directive, or exception;

(3) Include information about the re-
sults of prior written consultation with
the Under Secretary of State for Arms
Control and International Security Af-
fairs (through the Office of Chemical,
Biological and Missile Nonproliferation
and the Office of the Assistant Legal
Adviser for Political-Military Affairs);
and

(4) Be provided to U.S. Customs Serv-
ice officials upon the importation of

§539.701

any goods or technology covered by an
authorization described in paragraph
(a) of this section in a form which
clearly establishes that the imported
goods or technology is covered by the
authorization.

Subpart F—Reports

§539.601 Records and reports.

For provisions relating to required
records and reports, see part 501, sub-
part C, of this chapter. Recordkeeping
and reporting requirements imposed by
part 501 of this chapter with respect to
the prohibitions contained in this part
are considered requirements arising
pursuant to this part.

Subpart G—Penalties

§539.701 Penalties.

(a) Attention is directed to section
206 of the International Emergency
Economic Powers Act (the ‘““‘Act’) (50
U.S.C. 1705), which is applicable to vio-
lations of the provisions of any license,
ruling, regulation, order, direction, or
instruction issued by or pursuant to
the direction or authorization of the
Secretary of the Treasury pursuant to
this part or otherwise under the Act.

(1) A civil penalty not to exceed the
amount set forth in Section 206 of the
Act may be imposed on any person who
violates, attempts to violate, conspires
to violate, or causes a violation of any
license, order, regulation, or prohibi-
tion issued under the Act.

NOTE TO PARAGRAPH (a)(1) OF §539.701: As of
June 10, 2008, the Act provides for a max-
imum civil penalty not to exceed the greater
of $250,000 or 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, or will-
fully conspires to commit, or aids or
abets in the commission of a violation
of any license, order, regulation, or
prohibition shall, upon conviction, be
fined not more than $1,000,000, or if a
natural person, may be imprisoned for
not more than 20 years, or both.

(b) Adjustments to penalty amounts. (1)
The civil penalties provided in the Act
are subject to adjustment pursuant to
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§539.702

the Federal Civil Penalties Inflation
Adjustment Act of 1990 (Pub. L. 101-410,
as amended, 28 U.S.C. 2461 note).

(2) The criminal penalties provided in
the Act are subject to adjustment pur-
suant to 18 U.S.C. 3571.

(c) Attention is also directed to 18
U.S.C. 1001, which provides that who-
ever, in any matter within the jurisdic-
tion of any department or agency of
the United States, knowingly and will-
fully falsifies, conceals, or covers up by
any trick, scheme, or device a material
fact, or makes any false, fictitious, or
fraudulent statement or representation
or makes or uses any false writing or
document knowing the same to contain
any false, fictitious, or fraudulent
statement or entry shall be fined under
title 18, United States Code, or impris-
oned not more than five years, or both.

(d) Violations of this part may also
be subject to relevant provisions of
other applicable laws.

[64 FR 8716, Feb. 23, 1999, as amended at 71
FR 29253, May 22, 2006; 73 FR 32653, June 10,
2008]

§539.702 Prepenalty notice.

(a) When required. If the Director of
the Office of Foreign Assets Control
has reasonable cause to believe that
there has occurred a violation of any
provision of this part or a violation of
the provisions of any license, ruling,
regulation, order, direction, or instruc-
tion issued by or pursuant to the direc-
tion or authorization of the Secretary
of the Treasury pursuant to this part
or otherwise under the International
Emergency Economic Powers Act, and
the Director determines that further
proceedings are warranted, the Direc-
tor shall issue to the person concerned
a notice of intent to impose a mone-
tary penalty. This prepenalty notice
shall be issued whether or not another
agency has taken any action with re-
spect to this matter.

(b) Contents—(1) Facts of wviolation.
The prepenalty notice shall describe
the violation, specify the laws and reg-
ulations allegedly violated, and state
the amount of the proposed monetary
penalty.

(2) Right to respond. The prepenalty
notice also shall inform the respondent
of respondent’s right to make a written
presentation within 30 days of the date
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of mailing of the notice as to why a
monetary penalty should not be im-
posed or why, if imposed, the monetary
penalty should be in a lesser amount
than proposed.

§539.703 Response to prepenalty no-
tice; informal settlement.

(a) Deadline for response. The respond-
ent shall have 30 days from the date of
mailing of the prepenalty notice to
make a written response to the Direc-
tor of the Office of Foreign Assets Con-
trol.

(b) Form and contents of response. The
written response need not be in any
particular form, but must contain in-
formation sufficient to indicate that it
is in response to the prepenalty notice.
It should contain responses to the alle-
gations in the prepenalty notice and
set forth the reasons why the respond-
ent believes the penalty should not be
imposed or why, if imposed, it should
be in a lesser amount than proposed.

(c) Informal settlement. In addition or
as an alternative to a written response
to a prepenalty notice issued pursuant
to this section, the respondent or re-
spondent’s representative may contact
the Office of Foreign Assets Control as
advised in the prepenalty notice to pro-
pose the settlement of allegations con-
tained in the prepenalty notice and re-
lated matters. In the event of settle-
ment at the prepenalty stage, the
claim proposed in the prepenalty no-
tice will be withdrawn, the respondent
is not required to take a written posi-
tion on allegations contained in the
prepenalty notice, and the Office of
Foreign Assets Control will make no
final determination as to whether a
violation occurred. The amount accept-
ed in settlement of allegations in a
prepenalty notice may vary from the
civil penalty that might finally be im-
posed in the event of a formal deter-
mination of violation. In the event no
settlement is reached, the 30-day pe-
riod specified in paragraph (a) of this
section for written response to the
prepenalty notice remains in effect un-
less additional time is granted by the
Office of Foreign Assets Control.
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