§540.404

(b) Unless otherwise specifically pro-
vided in a license or authorization
issued pursuant to this part, if prop-
erty (including any property interest)
is transferred or attempted to be trans-
ferred to the Government of the Rus-
sian Federation, such property shall be
deemed to be property in which there
exists an interest of the Government of
the Russian Federation.

§540.404 Setoffs prohibited.

A setoff against blocked property (in-
cluding a blocked account), whether by
a U.S. bank or other U.S. person, is a
prohibited transfer under §540.201 if ef-
fected after the effective date (see
§540.302).

§540.405 Transactions incidental to a
licensed transaction.

Any transaction ordinarily incident
to a licensed transaction and necessary
to give effect thereto is also author-
ized, except for any attachment, judg-
ment, decree, lien, execution, garnish-
ment, or other judicial process which
has the effect of encumbering the prop-
erty or interest in property of the Gov-
ernment of the Russian Federation di-
rectly related to the implementation of
the HEU agreements, or any trans-
action involving a debit to a blocked
account or transfer of blocked property
not explicitly authorized within the
terms of a license.

Subpart E—lLicenses, Authoriza-
fions, and Statements of Li-
censing Policy

§540.500 Licensing procedures.

For provisions relating to licensing
procedures, see part 501, subpart E, of
this chapter. Licensing actions taken
pursuant to part 501 of this chapter
with respect to the prohibitions con-
tained in this part are considered ac-
tions taken pursuant to this part.
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§540.501 Effect of license or authoriza-
tion.

(a) No license or other authorization
contained in this part, or otherwise
issued by or under the direction of the
Director of the Office of Foreign Assets
Control, authorizes or validates any
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transaction effected prior to the
issuance of the license, unless specifi-
cally provided in such license or au-
thorization.

(b) No regulation, ruling, instruction,
or license authorizes any transaction
prohibited under this part unless the
regulation, ruling, instruction or 1li-
cense is issued by the Office of Foreign
Assets Control and specifically refers
to this part. No regulation, ruling, in-
struction, or license referring to this
part shall be deemed to authorize any
transaction prohibited by any provi-
sion of this chapter unless the regula-
tion, ruling, instruction, or licenses
specifically refers to such provision.

(¢c) Any regulation, ruling, instruc-
tion, or license authorizing any trans-
action otherwise prohibited under this
part has the effect of removing a prohi-
bition contained in this part from the
transaction, but only to the extent spe-
cifically stated by its terms. Unless the
regulation, ruling, instruction, or Ii-
cense otherwise specifies, such an au-
thorization does not create any right,
duty, obligation, claim, or interest in,
or with respect to, any property which
would not otherwise exist under ordi-
nary principles of law.

§540.502

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 Ili-
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.

Exclusion from licenses.

§540.503 Payments and transfers to
blocked accounts in U.S. financial
institutions.

Except as otherwise authorized, li-
censed or directed by the Office of For-
eign Assets Control, any payment of
funds or transfer of credit in which the
Government of the Russian Federation
has any interest that is directly re-
lated to the implementation of the
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HEU Agreements and that comes with-
in the possession or control of a U.S. fi-
nancial institution must be blocked in
an account on the books of that finan-
cial institution. A transfer of funds or
credit by a U.S. financial institution
between Dblocked accounts in its
branches or offices is authorized, pro-
vided that no transfer is made from an
account within the United States to an
account held outside the United States,
and further provided that a transfer
from a blocked account may only be
made to another blocked account held
in the same name. U.S. financial insti-
tutions are authorized to engage in
routine currency exchange transfers in-
volving funds directly associated with
the implementation of the HEU agree-
ments that flow through correspond-
ence accounts in U.S. financial institu-
tions.

NOTE TO §540.503. Please refer to §501.603 of
this chapter for mandatory reporting re-
quirements regarding financial transfers.
See also §501.203 concerning the obligation to
hold blocked funds in interest-bearing ac-
counts.

§540.504 Entries in certain accounts
for normal service charges author-
ized.

(a) A U.S. financial institution is au-
thorized to debit any blocked account
held by that financial institution in
payment or reimbursement for normal
service charges owed to it by the owner
of the blocked account.

(b) As used in this section, the term
normal service charge shall include
charges in payment or reimbursement
for interest due; cable, telegraph, inter-
net, or telephone charges; postage
costs; custody fees; small adjustment
charges to correct bookkeeping errors;
and, but not by way of limitation, min-
imum balance charges, notary and pro-
test fees, and charges for reference
books, photocopies, credit reports,
transcripts of statements, registered
mail, insurance, stationery and sup-
plies, and other similar items.

Subpart F—Reports

§540.601 Records and reports.
For additional provisions relating to

required records and reports, see part
501, subpart C, of this chapter.

§540.701

Subpart G—Penalties

§540.701 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 §540.701: 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
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 the executive, legislative, or ju-
dicial branch of the Government of the
United States, knowingly and willfully
falsifies, conceals, or covers up by any
trick, scheme, or device, a material
fact, or makes any materially false,
fictitious, or fraudulent statement or
representation or makes or uses any
false writing or document knowing the
same to contain any materially false,
fictitious, or fraudulent statement or
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