§598.505

NOTE TO §598.504: Please refer to part 501,
subpart C of this chapter for mandatory re-
porting requirements regarding financial
transfers. See also §598.206 concerning the
obligation to hold blocked funds in interest-
bearing accounts.

§598.505 Investment and reinvestment
of certain funds.

Subject to the requirements of
§598.206, U.S. financial institutions are
authorized to invest and reinvest as-
sets held in blocked accounts in the
name of a specially designated nar-
cotics trafficker, subject to the fol-
lowing conditions:

(a) The assets representing such in-
vestments and reinvestments are cred-
ited to a blocked account or sub-
account that is held in the same name
at the same U.S. financial institution,
or within the possession or control of a
U.S. person, but in no case may funds
be transferred outside the TUnited
States for this purpose;

(b) The proceeds of such investments
and reinvestments are not credited to a
blocked account or subaccount under
any name or designation that differs
from the name or designation of the
specific blocked account or subaccount
in which such funds or securities were
held; and

(c) No immediate financial or eco-
nomic benefit accrues (e.g., through
pledging or other use) to the specially
designated narcotics trafficker.

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

(a) U.S. financial institutions are au-
thorized to debit any blocked account
with such U.S. financial institution in
payment or reimbursement for normal
service charges owed to such U.S. fi-
nancial institution by the owner of
such blocked account.

(b) As used in this section, the term
normal service charges includes but is
not limited to charges in payment or
reimbursement for interest due; cable,
telegraph, or telephone charges; post-
age costs; custody fees; small adjust-
ment charges to correct bookkeeping
errors; minimum balance charges; no-
tary and protest fees; and charges for
reference books, photocopies, credit re-
ports, transcripts of statements, reg-
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istered mail, insurance, stationery and
supplies, and other similar items.

§598.507 Provision of certain legal
services authorized.

(a) The provision to or on behalf of a
specially designated mnarcotics traf-
ficker of the legal services set forth in
paragraph (b) of this section is author-
ized, provided that all receipt of pay-
ment for such services must be specifi-
cally licensed.

(b) Specific licenses may be issued on
a case-by-case basis authorizing receipt
from unblocked sources of payment of
professional fees and reimbursement of
incurred expenses for the following
legal services by U.S. persons to a spe-
cially designated narcotics trafficker:

(1) Provision of legal advice and
counseling on the requirements of and
compliance with the laws of any juris-
diction within the United States, pro-
vided that such advice and counseling
is not provided to facilitate trans-
actions that would violate any prohibi-
tion contained in this chapter;

(2) Representation of a specially des-
ignated narcotics trafficker when
named as a defendant in or otherwise
made a party to domestic U.S. legal,
arbitration, or administrative pro-
ceedings;

(3) Initiation and conduct of domestic
U.S. legal, arbitration, or administra-
tive proceedings in defense of property
interests subject to U.S. jurisdiction of
a specially designated narcotics traf-
ficker;

(4) Representation of a specially des-
ignated narcotics trafficker before any
federal or state agency with respect to
the imposition, administration, or en-
forcement of U.S. sanctions against
such person; and

(5) Provision of legal services in any
other context in which prevailing U.S.
law requires access to legal counsel at
public expense.

(c) The provision of any other legal
services to a specially designated nar-
cotics trafficker, not otherwise author-
ized in this part, requires the issuance
of a specific license.

(d) Entry into a settlement agree-
ment affecting property or interests in
property of a specially designated nar-
cotics trafficker or the enforcement of
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any lien, judgment, arbitral award, de-
cree, or other order through execution,
garnishment, or other judicial process
purporting to transfer or otherwise
alter or affect property or interests in
property of a specially designated nar-
cotics trafficker is prohibited unless
specifically licensed in accordance with
§598.205(e).

Subpart F—Reports

§598.601 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

§598.701 Penalties.

(a) Attention is directed to section
807 of the Foreign Narcotics Kingpin
Designation Act, which is applicable to
violations of the provisions of any li-
cense, rule, or regulation issued by or
pursuant to the direction or authoriza-
tion of the Secretary of Treasury pur-
suant to this part or otherwise under
that Act. Section 807 of the Foreign
Narcotics Kingpin Designation Act, as
adjusted pursuant to the Federal Civil
Penalties Inflation Adjustment Act of
1990 (Public Law 101-410, as amended, 28
U.S.C. 2461 note), provides that:

(1) Whoever willfully violates the
provisions of the Foreign Narcotics
Kingpin Designation Act, or any Ili-
cense, rule, or regulation issued pursu-
ant to that Act, or willfully neglects or
refuses to comply with any order of the
President issued under that Act, shall
be imprisoned for not more than 10
years, fined in the amount provided in
title 18, United States Code, or both,
or, in the case of an entity, fined not
more than $10,000,000;

(2) Any officer, director, or agent of
any entity who knowingly participates
in a violation of the provisions of the
Foreign Narcotics Kingpin Designation
Act, shall be imprisoned for not more
than 30 years, fined not more than
$5,000,000, or both;

§598.702

(3) A civil penalty not to exceed
$1,075,000 per violation may be imposed
by the Secretary of the Treasury on
any person who violates any license,
order, rule, or regulation issued in
compliance with the provisions of the
Foreign Narcotics Kingpin Designation
Act.

NOTE TO PARAGRAPH (a)(3). The current
$1,075,000 civil penalty cap may be adjusted
for inflation pursuant to the Federal Civil
Penalties Inflation Adjustment Act of 1990.

(b) The criminal penalties provided
in this part are subject to increase pur-
suant to 18 U.S.C. 3571.

(c) Attention is directed to 18 U.S.C.
1001, which provides that whoever, in
any matter within the jurisdiction of
any department or agency 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
entry shall be fined under title 18,
United States Code, or imprisoned not
more than five years, or both.

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

[66 FR 41336, July 5, 2000, as amended at 68
FR 61361, Oct. 28, 2003]

§598.702 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 Foreign Nar-
cotics Kingpin Designation 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.
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