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THE WHITE HOUSE,
Washington, January 5, 1999.

Hon. NEWT GINGRICH,

Speaker of the House of Representatives,
Washington, DC.

DEAR MR. SPEAKER: On June 9, 1998, by Executive Order 13088
(63 Fed. Reg. 32109, June 12, 1998), I declared a national emer-
gency to deal with the unusual and extraordinary threat to the na-
tional security and foreign policy of the United States constituted
by the actions and policies of the Governments of the Federal Re-
public of Yugoslavia (Serbia and Montenegro), and the Republic of
Serbia with respect to Kosovo. The order blocks all property and in-
terests in property of the Governments of the Federal Republic of
Yugoslavia (Serbia and Montenegro), the Republic of Serbia and
the Republic of Montenegro within the United States or within the
possession or control of United States persons, and prohibits all
new investment in the territory of the Republic of Serbia by United
States persons, and the approval or other facilitation by United
States persons of other persons’ new investment in the territory of
the Republic of Serbia.

1. The declaration of the national emergency on June 9, 1998,
was made pursuant to the authority vested in me by the Constitu-
tion and laws of the United States, including the International
Emergency Economic Powers Act (50 U.S.C. 1701 et seq.), the Na-
tional Emergencies Act (50 U.S.C. 1601 et seq.), and section 301 of
title 3 of the United States Code. The emergency declaration was
reported by message to the Congress dated June 10, 1998, pursu-
ant to section 204(b) of the International Emergency Economic
Powers Act (50 U.S.C. 1703(b)).

The present report is submitted pursuant to 50 U.S.C. 1641(c)
and 1703(c) and covers the period from June 9 through December
8, 1998. It discusses only Administration actions and expenses di-
rectly related to the exercise of powers and authorities conferred by
the declaration of a national emergency in Executive Order 13088.

2. The Office of Foreign Assets Control (OFAC), acting under au-
thority delegated by the Secretary of the Treasury, implemented
the sanctions imposed under the foregoing statutes and Executive
Order 13088 and has issued the Federal Republic of Yugoslavia
(Serbia and Montenegro) Kosovo Sanctions Regulations, 31 CFR
part 586 (the “Regulations”) (63 Fed. Reg. 54575, October 13, 1998).
A copy of the Regulations is attached to this report.

The Regulations block all property and interests in property of
the Governments of the Federal Republic of Yugoslavia (Serbia and
Montenegro), the Republic of Serbia, and the Republic of Montene-
gro that are in the United States, that hereafter come within the
United States, or that are or hereafter come within the possession
or control of United States persons, including their overseas
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branches. The Regulations also prohibit financial transactions with,
including trade financing for, the Governments of the Federal Re-
public of Yugoslavia (Serbia and Montenegro), the Republic of Ser-
bia, and the Republic of Montenegro by United States persons.
However, the Regulations provide an exemption, contained in sec-
tion 2 of Executive Order 13088, for financial transactions, includ-
ing trade financing, by United States persons within the territory
of the Federal Republic of Yugoslavia (Serbia and Montenegro) that
are (a) conducted exclusively through the domestic banking system
within the Federal Republic of Yugoslavia (Serbia and Montenegro)
in local currency (dinars), or (b) conducted using bank notes or bar-
ter.

The Regulations also prohibit all new investment in the territory
of the Republic of Serbia by United States persons, and the ap-
proval or other facilitation by United States persons of other per-
sons’ new investment in the territory of the Republic of Serbia. The
term “new investment,” means (a) the acquisition of debt or equity
interests in, (b) a commitment or contribution of funds or other as-
sets to, or (c¢) a loan or other extension of credit to, a public or pri-
vate undertaking, entity, or project, other than donations of funds
to charitable organizations for purely humanitarian purposes. Any
transaction by a United States person that evades or avoids, or
that has the purpose of evading or avoiding, or attempts to violate,
any of the prohibitions set forth in Executive Order 13088 is pro-
hibited. Finally, the Regulations provide a general license, author-
izing all transactions by United States persons involving property
or interests in property of the Government of the Republic of Mon-
tenegro, except as provided pursuant to the Federal Republic of
Yugoslavia (Serbia and Montenegro) and Bosnian Serb-Controlled
Areas of the Republic of Bosnia and Herzegovina Sanctions Regula-
tions, 31 CFR part 585.

3. Since the issuance of Executive Order 13088 on June 9, 1998,
OFAC has issued 73 specific licenses, the majority of which (55) au-
thorized financial transactions with respect to personal remittances
by individuals to the territory of the Federal Republic of Yugoslavia
(Serbia and Montenegro) and funding of humanitarian operations
by nongovernmental organizations (NGOs) within the Federal Re-
public of Yugoslavia (Serbia and Montenegro). Other licenses au-
thorized certain diplomatic transactions, transactions related to air
safety issues and payment of overflight fees, the closure of Federal
Republic of Yugoslavia (Serbia and Montenegro) entities formerly
operating within the United States and the liquidation and mainte-
nance of blocked tangible property, and intellectual property pro-
tection for U.S. firms operating in the Federal Republic of Yugo-
slavia (Serbia and Montenegro). OFAC also instituted a mechanism
for NGOs to continue to support humanitarian operations in Yugo-
slavia and administers a registration program for NGOs to route
money and supplies there as appropriate.

Since June 9, 1998, U.S. banks and banks in the United States
have reported to OFAC that they have blocked 877 transactions to-
taling $20,361,767 pursuant to the sanctions. Most of the blockings
were of funds transfers originating from, or destined for, Serbian
banks.
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4. The expenses incurred by the Federal Government in the 6-
month period from June 9 through December 8, 1998, that are di-
rectly attributable to the declaration of a national emergency with
respect to the Federal Republic of Yugoslavia (Serbia and Montene-
gro) and the Republic of Serbia in connection with the situation in
Kosovo are estimated at approximately $715,000, most of which
represents wage and salary costs for Federal personnel. Personnel
costs were largely centered in the Department of the Treasury (par-
ticularly in OFAC and its Chief Counsel’s Office), the Department
of State, and the National Security Council.

5. The situation reviewed above continues to present an extraor-
dinary and unusual threat to the national security and foreign pol-
icy of the United States. The declaration of the national emergency
with respect to the Federal Republic of Yugoslavia (Serbia and
Montenegro) and the Republic of Serbia contained in Executive
Order 13088 was made in reaction to the unacceptable actions and
policies of the Belgrade authorities in Kosovo, and continues to
apply. The current situation in Kosovo is fragile and, as yet, unre-
solved. It is of particular importance that developments in Kosovo
should not disrupt progress in implementing the Dayton peace
agreement. This threat to the peace of the region constitutes an un-
usual and extraordinary threat to the national security of the
United States.

With this in mind and in support of United Nations Security
Council Resolutions 1099 and 1203, I shall continue to exercise the
powers at my disposal with respect to the measures against the
Government of the Federal Republic of Yugoslavia (Serbia and
Montenegro), the Republic of Serbia, and the Republic of Montene-
gro, as long as these measures are appropriate, and will continue
to report periodically to the Congress on significant developments
pursuant to 50 U.S.C. 1703(c).

Sincerely,
WiLL1AM J. CLINTON.
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FOC Date | State | city Airport FDC No. SIAP
0W25/96 ... | MS | Columbus-West Point-Samvile ............ Goiden Trienple Regonai .................. | FOC 88627 | VOROME OR GPS-
E, AMOT 5...
09726/98 ... | AL ™ Francis Green State ............
09728/98 .. | RI Francis Green State ...
o288 .. | I Francis Green State .
0928/98 .. | RI Francis Green State FDC 8/6866 | VORDME or GPS
AWY 23, AMDT
03/29/98 ... | MI Gratiot C FOC 88308 | SOF RWY 9, AMOT
032998 .. | MS Gultpor-Bilox REGONA ...................... | FOC 6883 | NDB RWY 14, AMDT
i 1.
09/20/98 ... | MS Gultpont-Bikoxi Regional ... FDC &/6685 | VOR RWY 14, AMDT
2)...
09/29/98 ... | MS . | Guitpon-Biloxi Regional .................... | FOC 88886 | VORDME OR
TACAN OR GP!
RWY 32, mo'r 2
092998 .. MS Gutipon-Biloxi REgOnNA ..................... FOC /6687 OR
i TACAN OR GPS
: RWY 14, AMDT 2.
092998 . | MS Gulipont-Biloxi REGIORAI ...................... | FOC 86888 | ILS RWY 32, AMDT
: 3.
0329968 ... ’ MS Guitpont-BHOX REQGIONa ...................... | FOC 845889 | ILS RWY 14, AMDT
: 13..
0972998 . MS Gultport-Biloxi Regional ..................... | FOC ase92 | vOR AWY 32, AMDT
H 20...
0s298 .| sC Twin ity FOC 8/6899 | VOR/DME-A, AMDT
2.
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sumMaRrY: The Office of Foreign Assets
Control of the U.S. Department of the
Treasury is issuing the Federal Republic
of Yugoslavia (Serbia and Montenegro)
Kosovo Sanctions Regulations to
implement Executive Order 13088 of
June 9. 1998, “Blocking Property of the
Govemmenu of the Fedml Rzpublic ol'
and N

{Serbia
Repubhc of Serbia. and the Repnhlic ol‘
Montenegro. and Prohibiting New
Investment in the Republic of Serbia in
Response to the Situation in Kosovo.”
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fedbbs.access.gpo.gov. The document s
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the “Research Mall” of the FedWorld
bulietin board. By modem, dial 703/
321-3339. and select self-expanding file

“T11FRO0.EXE" in TEL. For Internet
access. use one of the following

On June 9. 1998, the President issued
Executive Order 13088 (the “Order”),
effective at 12:01 a.m. EDT on june 10,
1998, declaring a national emergenty to
deal with the threat posed to the
national security and foceign policy of
the United States by the actions and
policies of the Covernments of the
Federal Rgpuhlk: of Yugoshvh (Serbh
and M ) and the bl
Serbia with mspect to Kosovo. lnvokm'
zh: authority inter alia, of the

Powers Act (S0 U.S.C. l70|-1706) The
QOrder authorizes the
Tmry in consultation with lhe

is: Telnet = fed gov

(6))

y of State, to take such actions,
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wncluding the promulgation of rules and

Secuon 586.204 of the Regulations

regulations. as may be Y to carry

section 3 of the Order and

out the purposes of the Order. In
implementation of the Order. the
Tfeasury Dapanmen: is issuing the

prohxbixs ail new investment in the

territory of the Republic of Serbia by

u. S persons. and the approval or other
b

Federal Repubtlic of Yugosiavia (Serbia

yAU.S. p of other

and M ) Kosovo S
Regulations. 3 CFR part 586 (the
“Regulations™].

Section 586.201 of the Reguiations
implements sections 1 and 2 of the
QOrder. blocking all property and
interests in property of the Governments
of the Federal Republic of Yugoslavla

in the territory

of the Repubhc of Serbna The term
“new investment.” defined in section

5{c) of the Order and § 586.312 o[ xhe

collection of information displays a
valid control number

List of Subjects in 31 CFR Part 586
Administrative practice and

procedure. Banks. banking. Blocking of

assets, Federal Republic of Yugoslavia

(Serbia & Montenegro). Investments.,

K . M Penaities, New

=
P g and

ry

Regulations. means (i} the acq: of

debt or equity interests in. {ii} a
commitment or contribution of funds ot
other assets to. or (iil) a loan or other

ion of credit to, a public or

{Serbia and M o}, the Rep

of Serbia. and the Republxc of
Montenegro that are in the United
States. that hereafter come within the
United States. or that are or hereafter
come within the possession or control of
United States persons, including their

private undertaking. entity, or projec
other than donations of funds for purely
humanitarian purposes to charitable
organizations.
ection 586.205 of the Regulations
lmplemems section 4 of the Order and
any byalsS

overseas branches. In & g with the
Qrder. this section also specifies that the
blocking of property and property

person that evades of avoids. or that has
the purpose of evading or avoiding, or
to violate. any of the

interests includes the p
financial transactions wuh. mcludmg
trade financing for, the Governments of
the Federal Republic of Yugosiavia
{Serbia and Montenegro}. the Republic
of Serbia, and the Republic of
Montenegro by United States persons.
Secticn 386.201 also encompasses the
exemption contained in section 2 of the
Order. which excludes from blocking
financial transactions. including trade
financing. by United States persons
within the territory of the Federal
Republic of Yugoslavia {Serbia and
Monienegro) if (a) conducted
vxclusively through the d

prohibitions set forth in the Order.

Transactions otherwise prohibited
under this part but found to be
consistent with U.S. policy may be
authorized by a general license
contained in subpart £ or by a specific
license issued pursuant to the
procedures described in subpart D of
part 501 of 31 CFR chapter V. Penalties
for violations of the Regulations are
described in subpart G of the
Regulations

ince the Regulations involve a

foreign affairs funcrion. the provisions
of Executive Otder 12866 and the

hank:ng svstem within the Federal
Republic of Yugostavia (Serbia and
Montenegro) in local currency {(dinars).
or (b) conducted using bank notes or
barter This exemption is further
described in § 586.408 and expanded by
thie general License contained in
§3586.313

Section 7 of the Order provides that

ive Procedure Act {5 US.C.
353} Gthe "APA"} requiring notice of

proposed rulemaking, opportunity for
public participation, and delay in

recordk Serbia.

For the reasons set forth in the
preambie. 31 CFR part 586 is added to
read as follows:

PART 586--FEDERAL REPUBLIC OF
YUGOSLAVIA (SERBIA &
MONTENEGRO) KOSOVO SANCTIONS
REGULATIONS

Subpert A—Reistion of This Part to Other

Laws and Reguistions

Soc,

586.101 Relation of this part to other laws
and regulations.

Subpart B—Prohiditions

586,201 F i g
blocked property.

586.202 Effect of transfers viofating the
provisions of this part.

$§86.203 Holding of funds in interest-bearing

and

586.204 Prohibited new investment within

Ha.

586.205 Evasions: attempts: conspiracies.
586.205 Exempxt transactions.
Subpart C—Ganeral Oafinitions
586.301 Blocked account: bipcked peopesty.
586.302 Effective date.
586.303 Entity.
586.304 Federal Republic of Yugoslavia

is & Montenegro): FRY

(&M},
586.305 General license,
586.306 Government of the Federal Republic
of Yugs

effective date are inapy
no notice of proposed tulemaking is

(Serbia and
SaszGmmmofwﬂepuMsco(

required for this rule, the Regul.
Flexibility Act {5 US.C. 601-612) does

not apply.

special consideration shall be givento  Faperwork Reduction Act

the circ es of the G of As authorized in the APA, the
the Republic of M lations are being issued without
located in and organized under the laws pnor muce and public comment

of that R in the of i i

of the Order. On june 18, 1998, OFAC
tssued General License No. 1.
authorizing -n transactions by us.

persons
in property of the Govemmgm of the
Republic of Montenegro. except as
provided pursuant o the Federal

rehted [ the Regulations are contained
in31 CFR part SOI (the * Repomngmd
P

the Pa Reducuon Act of 1995
(44 U.S.C. 3507). those collections of
information have been approved by
OMB under control number 1505-0164.

586.308 Government of the Republic of
Serbia

586 309 information and informational
materials.

586.310 interest.

586.311 License.

586.312 New investment.

586,313 Persan

586.314 Property: property interest.

586.315 Specific license.

586.316 Transfer.

586.317 U.S. financial institution.

$86.318 United States.

586.319 United States person; U S. person.

Subpert D-—dterpretations
586.401 Reference to amended sections.
amendment.

Republic of Yugeslavia (Serbia and An adjustment to the apy burden  586.402 Effect of.
Montenegro) and Bosnian Serb— hours to reflect the additional burden 586.403 Termination and acquisition of an
Conirolled Areas of the Republic of imposed in g the interest in blocked property.
Rpos 586.404 Setoffs prohibited
Bosnia and Hi has been filed with OMB. 586.405 Transactions incidental w a licensed
Regulations, 31 CFR pant 585 This An i agency may not conduct of sponsor. wransaction,
general license is implemented in and 2 n is not o 1o 5865.406 Py of services.
§586.516 of the Regulations. to. a collection of information unless the  S86.407 Offshoce transactions.
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586.408 Exempt financial ransactions within
the territory of the FRY (S&M):
prohibition on establishment of new
offices in Serbia

586 409 Approval or other facilitation of
other persons’ investment in the territory
of the Republic of Serbia.

586.410 Transfer of funds to the benefit of
certain persons in the territory of the
FRY (5&M)

Subpart E—Licenses, Authorizations and
Statements of Licensing Policy

586.501 General and specific licensing
procedures.

586 502 Effect of license or authorization

586.503 Exclusion.from lLicenses and
authorizations.

588 504 Payments and transfers to blocked
accounts in U.S. financial institutions

536 505 Payment of obligations to U S.
persons authorized

Subpart A—Relation of This Part to
Other Laws and Reguiations

§586.101 Relation of this part to other
iaws and reguiations.

{a) This part is separate from, and
independent of. the other parts of this
chapter with the exception of part 501
of this chapter. the recordkeeping and
reporting requirements and license
application and other procedures of
which apply to this part. Actions
pursuant to part 501 of this chapter with
respect to the prohibitions of this part
are considered actions pursuant to this
part. Differing foreign policy and
national security contexts may result in
differing interpretations of similar
tanguage among the parts of this
chapter. No license or authorization

ined in or issued p to those

586.506 and of
certain funds.

385 507 Completion of certain transactions
related 10 bankers acceptances
authonzed

386.508 Entries tn certain accounts for
normal service charges authorized

536 509 Provision of certain lega! services
authonzed

536 310 Transactions related (o
telecommunications authorized.

586 511 Transacuons related to mail
authonzed

586 512 Transactions related to patents.
trademarks and copyrights authorized

386 513 Certain transactions with respect to
trade with blocked persons authorized

585 51§ Dwestture of U S person’s equity

investment in the territory of the

Republic of Serbiy

315 Paymenzs far services rendered by
the Government of the FRY (S&M) 1o
aircraft authorized. awrcralt and maritime
safety

3R6 516 Transactions with respect to
propeny 1n which the Government of
Montenegro has an interest authorized.

Subpart F—Reports

386 601 Records and reports.

Subpart G—Penalties

586 701 Penalues

586 702 Prepenalty notice.

586 703 Response to prepenalty notice:
informal settlement.

586 704 Penalty i or

other parts authorizes any transaction
prohibited by this part. No license or
authorization contained in or issued
pursuant 1o any other provision of law
or regulation authorizes any transaction
prohibited by this part.

{b} No license or authorization
contained in or issued pursuant to this
part relieves the involved parties from
complying with any other applicable
laws or regulations.

Subpart B—Prohibitions

§586.201 Prohibited transactions
involving biocked property.

(a) Except as authorized by
regulations. orders. directives. rulings,
instructions, licenses, or otherwise. no
property or interests in property of the
Govermnments of the FRY {S&M). the
Republic of Serbia. and the Republic of

. Montenegro. that are in the United

States, that hereafter come within the
United States. or that are or hereafter
come within the possession or control of
U.S. persons. including their overseas
branches, may be transferred. paid.
exported. withdrawn or otherwise dealt
in.

(b} The blocking of property and
property interests in paragraph (a} of
this section includes the prohibition of

586 705 Administrative collection: referral to
Unuted States Deparument of Justice.

Subpart H-Procedures

586 B01 Procedures

586 802 Deiegation by the Secretary of the
Treasury

Subpart i—Psperwork Reduction Act

586 901 Paperwork Reduction Act notice.

Authority: 3 1U.5.C. 301: 31 US.C. 321(b):
50 U.SC. 1601-1641. 1701-1706. E.O. 13088,
63 FR 32109 (June 12. 1998).

| transactions with. including
trade financing for. the Governments of
the FRY (S&M). the Republic of Serbia.
and the Republic of Montenegro by
United States persons.

(c) Nothing in this section shall
prohibit financial transactions.
including trade financing. by United
States persons within the territory of the
FRY (S&M) if d d 1 1

Note (0 paragraph (c) of § 586.201: See
§5 586.408 and 586.513.

(d) Unless otherwise authorized by
this part or by a specific license
expressly referring to this section. the
transfer (including the transfer on the
books of any issuer or agent thereof).
disposition. transportation, importation,
exportation. or withdrawal of. or the
endorsement or guaranty of signatures
on, or otherwise dealing in any security
(or evidence thereof) registered or
inscribed in the name of the
Governments of the FRY (S&M}. the
Republic of Serbia, and the Republic of
Montenegro. and held within the
possession or control of a U.S. person is
prohibited. irrespective of the fact that
at any time (either prior to, on, or
subsequent to the effective date) the
registered or inscribed owner thereof
may have, or appears to have, assigned,
transferred. or otherwise disposed of
an( such security.

) 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 have been blocked due to
mistaken identity. that party may seek
to have such funds unblocked pursuant
to the administrative procedures set
forth in §501.806 of this chapter.

Note 10 §586.201: On june [8, 1998, the
Office of Foreign Assets Contro} issued
General License No. 1. now contained in
§586.516. authorizing al! transactions by
U'S. persons involving property or interests
1n property of the Government of the
Republic of Montenegro, except with respect
10 property that continues to be blocked
pursuant to the Federal Republic of
Yugoslavia (Serbia and Montenegro) and
Bosnian Serb-Controlied Areas of the
Republic of Bosnia and Herzegovina
Sanctions Regulations, 3] CFR part 585 {see
§585.525). in addition. as set forth in
§586.502 (d). any transaction authorized
with respect to the Government of the FRY
{S&M) pursuant (o this part is also authorized
with respect to the Governments of the
Republic of Serbia and the Republic of
Montenegro. unless otherwise specified.

§585.202 Effect of transters violating the
provisions of this part.

(a) Any transfer after the effective date
which is in violation of any provision of
this part or of any regulation, order,
directive. ruling, instruction. license. or
other authorization issued pursuant to
this part and involves any property or
interest in property blocked pursuant to
§586.201 is null and void and shall not
be the basis for the assertion or
recognition of any interest in or right.

el
through the domestic banking systermn
within the FRY (S&M) in local currency
{dinars). or conducted using bank notes
or barter.

dy. power or privil.ge with respect
to such property or property interests.
) No transfer before the effective
date shall be the basis for the assertion
or recognition of any right. remedy,
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power, or privilege with respect to, or
interest in, any property or interest in
property blocked pursuant to § 586.201.
unless the person with whom such
property is held or maintained, prior to
such date. had written notice of the

d by misrep: of a third
party or the withholding of material
facts or was otherwise frauduiendy
obtained.

Note to paragraph (d) of § 586.202: The
filing of a report in accordance with the
of p h (d) (3) of this section

transfer or by any written evidence had
recognized such transfer.

(c) Unless otherwise provided, an
appropriate license or other
authorization issued by or pursuant to
the direction or authorization of the
Director of the Office of Foreign Assets
Control before, during, or after a transfer
shall validate such transfer or render it
enforceable 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,
directive. ruling. instruction. or license
issued pursuant to this part.

{d) Transfers of property which
otherwise would be null and void or
unenforceable 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 person is able to
establish to the satisfaction of the
Director of the Office of Foreign Assets
Control each of the following:

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

(2) The person with whom such

shal.lno(bedeemedevldamdu(d\em
of paragraphs (d)(1) and (2} of this section
have been satisfied.

(e) Unless licensed or authorized
pursuant to this part, any attachment.
Jjudgment. decree, lien. execution,
garnishment, or other judicial process is
null and void with respect to any
property or interest in property blocked
pursuant to § 586.201.

§586.203 Holding of funds in interest—
bearing accounts; investment and
reinvestment.

{a) Except as provided in paragraph
{c) or (d) of this section. or as otherwise
directed by the Office of Foreign Assets
Control. any U.S. person holding funds.
such as currency. bank deposits, or

dated financial oblig subject
to § 586.201 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.
provided the funds are earning interest
at rates which are commercially
reasonable: or

(ii) With a broker or dealer registered
wilh the Securities and Exchange
under the Securities

property was held or d did not
have reasonable cause to know or
suspect. in view of all the facts and
circumstances known or available to
such person. that such transfer required
a license or authorization by or pursuant
to this part and was not so licensed or
authorized. or if a license or
authorization did purport to cover the
transfer, that such license or
authorization had been obtained by
musrepresentation of a third party or the
withholding of material facts or was
otherwise fraudulently obtained: and

(3} The person with whom such

Exchange Act of 1934, provided the
funds are invested in a money market
fund or in U.S. Treasury bilis.

(2) For purpases of this section. a rate
is commercially reasonable if it is the
rate currently offered to other depositors
on deposits or instruments of
com rable size and maturity.

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

property was held or d filed

with the Office of Foreign Assets

Control a report setting forth in full the

circumsunces relating to such transfer
mptly upon discovery that:

(l) uch transfer was in violation of
the provisions of this part or any
regulation. ruling. instruction. license.
or other direction or authorization
issued pursuant {o this part; or

{if) Such transfer was not licensed or
authorized by the Director of the Office
of Foreign Assets Control: or

(11} If a license did purport to cover
the transfer. such license had been

§586.201 may continue to be held in the
same type of accounts or instruments,
provided the funds earn interest at rates
which are commercially reasonable.

(e) This section does not create an
affirmative obligation for the holder of
blocked tangibie property. such as
chattels or real estate, or of other
blocked property. such as debt or equity
securities, to sell or liquidate such
property at the time the property
becomes subject to §586.201. However,
the Office of Foreign Assets Control may
issue licenses permitting or directing
such sales in appropriate cases.

(f) Funds subject to this section may
not be held. invested, or reinvested in
a manner which provides immediate
financial or economic benefit or access
to persons whose property or interests
in property are blocked pursuant to
§586.201. nor may their holder
cooperate in or facilitate the pledging or
other artempted use as collateral of
blocked funds or other assets.

§586.204 Prohibited new investment
within Serbia.

Except as otherwise provided in
regulations, orders, directives, or
licenses that may hereafter be tssued
pursuant to this order, all new
investment in the territory of the
Republic of Serbia by United States
persons, and the approval or other
facilitation by United States persons of
other persons’ new investment in the
territory of the Republic of Serbia, are
prohibited.

§586.205 Evasions; attempts;
conapiracies.

Any transaction by any United States
persan or within the United States that
evades or avoids, or has the purpose of
evading or avoiding. or attempts to
violate, any of the prohibitions set forth
in this part is prohibited. Any
conspiracy formed for the purpose of

hibited by

this pan is prohlblted

§566.206 Exempt transactions.

(a) Personal communications. The
prohibitions contained in this part do
not apply to any postal, telegraphic,
(elephonlc or other personal

the same.

(c) Blocked funds held in instr
the maturity of which exceeds 180 days
at the time the funds become subject to
§586.201 may continue to be held until
maturity in the original instrument.
provided any interest, earnings. or other
proceeds derived therefrom are paid
into a blocked beartn

which does not involve
the transfer of anything of value.

{b) Information and informational
materials. (1) The importation from any
country and the exportation to any
country of information or informational
mzterlals as deﬂned in §586.309.

ial or otherwise,

3
in accordance with paragraph () or (d)
of this section.
(d} Blocked funds held in or

regardiess of format or medium of
transmission, are exempt from the

instruments outside the United States at
the time the funds become subject to

hib and 1 of this part.
" (2) This section does not authorize
transactions related to information and
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informational materials not fully created
and in existence at the date of the
transactions. or to the substantive or
artistic alteration or enhancement of
informational materials. or to the
provision of marketing and business
consulting services. Such prohibited
transactions include. but are not limited
9, payment of advances for information
and informational materials not yet
created and completed (with the
exception of prepaid subscriptions for
widely circulated magazines and other
periodical publications). provision of
services to market. produce or co-
produce. create or assist in the creation
of information and informational
matertals. and payment of royalties to
persons whose property or interests in
property are blocked pursuant to
§586.201 with respect to income
received far enhancements or alterations
made by U.S. persons to information or
nformational materials imported from
persons whose property and property
interests are blocked pursuant to

§586 201

(3) This section does not exempt or
authorize transactions incident to the
exportation of software subject to the
Export Administration Regulations. 15
CFR parts 730-774. or to the exportation
of goods. technology or software. or to
the sale or leasing of
telecommunications transmission
facilities (such as satellite links or
dedicated lines) for use in the
transmission of any data The
exportation of such items or services
and the sale or leasing of such facilities
to a person whose property and interests
in property are blocked pursuant to
§586 20! 1s prohibited

{c} Travel The prohibitions contained
1n this part do not apply to ransactions
ordinarily incident to travel to or from
any country. including exportation or
importation of accompanied baggage for
personal use. maintenance within any
country including payment of living
expenses and acquisition of goods or
services for personal use. and
arrangement or facilitation of such
travel including non-scheduled air. sea.
or land voyages.

(d) journalistic activity. The
prohibitions contained in this part do
not apply to transactions in the FRY
(S&M) for journalistic activity by
persons regularly employed in such
capacity by a news-gathering
organization

Subpart C—General Definitions

§586.301
property.

The terms blocked account and
blocked property shall mean any
account or property subject to the
prohibition in § 586.201 held in the
name of a person whose property is
blocked pursuant to § 586.201 or in
which such person has an interest. and
with respect to which payments.
transfers, exportations, withdrawals. or,
other dealings may not be made or
effected except pursuant to an
authorization or license from the Office
of Foreign Assets Control

Blocked account; bliocked

§586.302 Effective date.

The term effective date refers to the
effective date of the applicable
prohibitions and directives contained in
this part which is 12:01 a.m. EDT. June
10, 1998.

§586.303 Entity.

The term entity means a partnership.
association, trust, Joint venture,
corporation. or other organization.

§586.304 Federal Republic of Yugosiavia
(Serbia & Montenegro); FRY (S&M).

The term Federal Republic of
Yugosiavia (Serbia & Montenegro) or
FRY (S&M) means the territory of the
Republics of Serbia and Montenegro

§586.305 General license.

The term genera! licerise means any
license or authorization the terms of
which are set forth in this part

§586.306 Government of the Federai
Republic of Yugosiavia (Serbia and
Moantenegro).

The term Govemment of the Federal
Republic of Yugaslavia (Serbia and
Montenegro) means the government of
the FRY {S&M). its agencies.
instrumentalities, and controlled
entities, including all financial
institutions and state-owned and
socially-owned entities organized or
located in the FRY (S&M) as of june 9,
1998, any successors to such entities.
and their respective subsidiaries and
branches. wherever located, and any
persons acting or purporting to act for
or on behalf of any of the foregoing.

Note to §586.306: Please refer to the
appendices at the end of this chapter for
listings of persons determined to {all within
this definition who have been designated
1o this part. Section 501.807 of this

(&) Hi ian de i The
prohibitions of this part do not apply to
donations by U.S. persons of articles,
such as food. clothing, and medicine,
intended to be used to relieve human
suffering

chapter sets {orth the procedures 1o be
foliowed by persons seeking ad:

§586.307 Governmwnt of the Republic of
Montenegro.

The term Government of the Republic
of Montenegro means the government of
the Republic of Mi gro. includi
any subdivisions thereof or local
governments therein, its agencies.
instr lities and c tHed
entities. including all financial
institutions and state—owned and
socially~owned entities organized or
located in the Republic of Montenegro
as of june 9, 1998, any successors to
such entities, and their respective
subsidiaries and branches, wherever
located, and any persons acting or
purporting to act for or on behalf of any
of the foregoing.

Note to §586.307: Section 586.516
authorizes all transactions by U.S. persons
involving property or interests in property of
the Government of the Republic of
Montenegro. unless such property remains
blocked pursuant to the Federal Republic of
Yugoslavia (Serbia and Montenegro) and
Bosnian Serb—Controlied Areas of the
Republic of Bosnia and Herzegovina
Sanctions Regulations, 31 CFR part 585 (see
§585.525).

§586.308 Govemment of the Republic of
Serbia.

The term Government of the Republic
of Serbia means the government of the
Republic of Serbia. including any
subdivisions thereof or local
governments therein. its agencies,
instrumentalities. and controlied
entities. including all financial
wnstitutions and state-owned and
socially-owned entities organized or
located in the Republic of Serbia as of
june 9. 1998. any successors to such
entities, and their respective
subsidiaries and branches. wherever
located. and any persons acting or
purporting to act for or on behalf of any
of the foregoing .

Note to § 586.308: Piease refer to the
appendices at the end of this chapter for
listings of persons determined to fall within
this definition who have been designated
pursuant to this part. Section 501.807 of this
chapter sets forth the procedures 10 be
foliowed by persons seeking administrative

of their or who
wish to assert that the circumstances
resulting in designation are no longer
applicable.

§586.309 Information and informational
materials.

{a}(1) For purposes of this part. the
term information and informational
materiais means publications. fiims.
posters, phonograph records.
photographs. microfilms, microfiche,

or who

wish to assert that the circumstances
resulting in designation are no longer
applicable.

tapes, disks, CD ROMs,
artworks. and news wire feeds. and
other information and informational
materials.
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(2) To be considered informational
materials. artworks must be classified
under chapter heading 9701, 9702, or
9703 of the Harmonized Tariff Schedule
of the United States.

(b) The term information and
informational materials with respect to
U.S. exports does not include items:

(1} That were, as of April 30, 1894, or
that thereafter become. controiled for
export pursuant to section § of the
Export Administration Act of 1979. 50
U.S.C. App. 2401-2420 {the “EAA™). or
section 6 of the EAA to the extent that
such controls promote nonproliferation
or antiterrorism policies of the United
States.

(2) With respect to which acts are
prohibited by 18 U.S.C. chapter 37.

§586.310 interest.

Except as otherwise provided in this
part. the term interest when used with
respect ta property {e.g.. an interest in
property) means an interest of any
nature whatsoever, direct or indirect.

§586.311 License.

Except as otherwise specified. the
term license means any license or
authorization contained in or issued
pursuant ta this part.

§586.312 New investment.

The term new investment means the
acquisition of debt or equity interests in,
a commitment or contribution of funds
or other assets to. or a loan or other
extension of credit to. a public or
private undertaking. entity. or project.
including the Government of the
Republic of Serbia. other than donations
of funds ta charitable organizations for
purelv humanttarian purposes

§588.313 Person.
The term person means an individual
or entity

§586.314 Property; property interest.

The terms property and property
tnterest include. but are not limited to.
money. checks, drafts. bullion, bank
deposits. savings accounts. debts,
indebtedness. obligations, notes,
guarantees. debentures, stocks. bonds,
coupons. any other financial

ground rents, real estate and any other
interest therein, options, negotiable
instr . trade aci

royalna book accounts., acn:oums

procuring purchasers and sellers
thereof. as principal or agent: including,
but not limited to, depository
institutions, banks, savings banks. trust
c ies, securities and

patents, ks
or mpynghts insurance policies, safe
deposu boxes and their contents,
services
of any nature wha!soever contracts of
any nature whatsoever, and any other
property. real, personal. or mixed,
tangible or intangible. or interest or
interests therein. present, future or
contingent.

§586.315 Specific license.

The term specific license means any
license or authorization not set forth in
this part but issued pursuant to this
part.

§586.316 Transfer.
The term transfer means any actual or

dealers, commodity futures and options
brokers and dealers. forward contract
and foreign exchange merchants,
securities and commodities exchanges.
clearing corporations. investment
companies, employee benefit plans, and
U.S. holding companies, U.S. affiliates.
or U.S. subsidiaries of any of the
foregoing. This term includes those
branches. offices and agencies of foreign
financial institutions which are located
in the United States, but not such

itutions’ foreign b offices, or

agencies.
§586.318 United States.
The term United States means the

United States. its territories and
i and all areas under the

purported act or tr: ion, whether or
not evidenced by writing, and whether
or not done or performed within the
United States. the purpose. intent. or
effect of which is to create, surrender,
release. convey, transfer, or alter,
directly or indirectly, any right, remedy.
power. privilege. or interest with respect
to any property and. without limitation
upon the foregoing. shall include the
makmg execution, or delivery of any

. power, i y check.
declaration, deed. deed of trust, power
of attorney. power of appointment. bill
of sale. mortgage. receipt. agreement,
contract. certificate. gift, sale, affidavit,
or statement: the making of any
payment: the setting off of any
obligation or credit: the appointment of
any agent. trustee. or fiduciary: the
creation or transfer of any lien: the
issuance. docketing. filing. or levy of or
under any judgment, decree,
attachment, injunction, execution, or
other judicial or administrative process
or order, or the service of any
garmishment: the acquisition of any
interest of any nature whatsoever by
reason of a judgment or decree of any
foreign country: the fulfiliment of any
condition: the exercise of any power of
appointment, power of attorney. or
othet power. or the acquisition,

mortgages. pledges. liens or other rights
in the nature of security. warehouse
receipts. bills of lading. trust receipts.
bills of sale. any other evidences of title,
ownership or indebtedness. letters of

. importation.
expomuon or wﬂhdrawal of any
security.

§586.317 U.S. finencial institution.

The term U.S. financial institution
means any U.S. entity (including foreign

credit and any documents relaung to

any rights or oblig:

powers of attomney, goods, wares,
merchandise. chattels, stocks on hand.
ships. goods on ships, real estate
mortgages. deeds of trust, vendors sals

)unsdncnon or authority thereof.

§586.313 United States person; U.S.
person.

The term United States personor U.S.
person means any U.S. citizen.
permanent resident alien, entity
organized under the laws of the United
States {including foreign branches). or
any person in the United States.

Subpart D—interpretations
§586.401 to

Except as otherwise specifled,
reference to any section of this part or
to any regulation, ruling. order,
instruction. direction. or license issued
pursuant to this part refers to the same
as currently amended.

§586.402 Eftfect of amendment.

Any amendment. modification, or
revocation of any section of this part or
of any order, regulation, ruling.
instruction. or license issued by or
under the direction of the Director of the
Office of Foreign Assets Control does
not, unliess otherwise specifically
provided. affect any act done or omitted
to be done or any civil or ¢ crimlml suit
ot p
prlor to such amendmem modiﬁudon
or
and liabilities under any such order,
regulation, ruling. instruction, or license
continue and may be enforced as if such
amendment. modification. or revocation
had not been made.

) that is ged in the 586.403 Termination and acquisition of
busi of pting dep making, 0 interest in biocked property.
ferring. holding, or a) Wh a i d or
broker(ng loans or cmdiv.s. '3 d by or p to this part
or selling foreign exchange, securmes ruul(s in the transfer of property
y futures or op ding any property ) away

g land
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from a person whase property or
interests in property are blocked
pursuant to § 586.201. such property
shal! no longer be deemed to be
property blocked pursuant to § 586.201.
unless there exists in the property
another interest that is blocked pursuant
1o § 586.201 or any other part of this
chapter. the transfer of which has not
been effected pursuant to license or
other authorization.

{b) Unless otherwise specificatly
provided in a license or authorization
issued pursuant to this part. if property
{including any property interest) is
transferred or attempted to be
transferred 10 a person whose property
or interests in property are blocked
pursuant to § 586.201. such property
shall be deemed to be property in which
that person has an interest and therefore
blocked

§586.404 Setotts prohibited.

A setoff against blocked property
(including a blocked account), whether
by a U.S. bank or other U S. person. is
a prohibited transfer under §586.201 if
effected after the effective date.

§586.405 Transactions incidental to a
licensed transaction.

Any transaction ordinarily incident to
a licensed transaction and necessary to
give effect thereto is also authorized.
except an unlicensed transaction by a
person whose property or interests in
property are blocked pursuant to
§586 201. or involving an unlicensed
debit to a blocked account or transfer of
blocked property not explicitly
authorized within the terms of the
hicense

§586.406 Provision of services.

(a) Except as provided in § 586.201(c)
or as atherwise authorized. the
prohibitions contained in § 586.201
apply to services performed by U.S.
persons. wherever located:

(1) On behalf of. or for the benefit of.
a person whose property or interests in
property are blocked pursuant to
§586.201. or

§586.407 Offshore transactions.

{a) The prohibitions contained in
§586.201 apply to transactions by any
U.S. person in a location outside the
United States with respect to property
in which the U.S. person knows. or has
reason to know, that a person whose
property and interests in property are
biocked pursuant to § 586.201 has or has
had an interest since the effective date.

(b} Prohibited luds
but are not limited to, importation into
or exportation from locations outside
the United States of. or purchasing.
selling, financing. swapping. insuring.
transporting. lifting, storing.
incorporating. transforming. brokering.
or otherwise dealing in. within such
locations. goods. technology or services
in which the U.S. person knows. or has
reason to know. that a person whose
property and interests in property are
blocked pursuant to § 586.201 has or has
had an interest since the effective date.

(c) Examples: (1) A U.S. person may
not, within the United States or abroad.
purchase. sell. finance, insure,
transport. act as a brokef for the sale or
transport of. or otherwise deal in,
furniture, shoes or other goods
manufactured by a state or socially-
owned entity organized or located in the
FRY {S&M).

(2) A U.S. person may not. within the
United States or abroad, conduct
transactions of any nature whatsoever
with an entity that the U.S. person
knows or has reason to know is a state
or sociatly-owned entity within the
territory of the FRY (S&M). or which
benefits or supports the business of such
an entity. unless the entity is licensed
by the Office of Foreign Assets Controi
to conduct such transactions with U.S.
persons or the transaction is generally
licensed in. or exempted from the
prohibitions of, this part.

Note 10 §586.407: See §586.513 with
regard to the authorization of certain trade-
related transactions.

considered physically located there for
purposes of this paragraph (a).

{b) The prohlbiuong:;lpmw
investment within Serbia contained in
§586.204, as defined in §586.312,
precludes the establishment after the
effective date of a new representative or
branch office or joint venture or other
entity within the territory of the
Repubtlic of Serbia, because such
activity would necessarily involve a
commitment or contribution of funds or
other assets 10 a public or private
undertaking. entity. or project within
Serbia. See § 586.513 concerning the
authorization of certain trade-related
transactions conducted using bank notes
or barter by U.S. persons located outslde
of the territory of the FRY (S&M).

Note to § 586.408: All transactions with
tespect to property in which the Government
of the Republic of Montenegro has an interest
are authorized pursuant 1o § 586.516.
Therefore. all financial transactions by U.S.
persons within the territory of the Republic
of Montenegro are authorized. unless the
transaction involves in which
another interest exists that is blocked
pursuant to § 586.201 or any other partof this
chapter. See § 586.403.

§586.409 Approval or other facHitstion of
other persors’ investment in the territory of
the Republic of Serbia.

(a) The prohibition contained in
§586.204 against approval or other
facilitation by U.S. persons of other
persons’ investment in the territory of
the Republic of Serbia bars any action
by a U.S. person that assists or supports
other persons’ activity that would
constitute prohibited new investment
under that section if engaged in by a
U.S. person. Such approval or other
facilitation with respect to persons
whose property or interests in property
are blocked pursuant to § 586.201 also
constitutes a violation of that section.
See the definition of the term new
investment in § 586.312.

{b) Examples: {1) AU.S. person is
prohibited from brokering, financing.

{2) With respect to property i
of a person whase property or interests
in property are blocked pursuant to
§586.201

(b) Example: U.S. persons may not.
without specific authorization from the
Office of Foreign Assets Control,
represent an individual or entity with

§586.408 Exempt

within the tenritory of the FRY (S&M);
on of new

in Serbia.

(a) Section 586.201(c) exempts

trade

financing. from the prohibitions
contained in § 586.201 by U.S. persons
physically located within the temtory of
the FRY (S&M). where those

respect to contract

are cond d exclusively

performance. commercial arbitration, or
other lings with p

whose property or interests in property
are blocked pursuant to §586.201. See
§586.509 on licensing policy with
regard to the provision of certain legal
services

ugh the banking system
within the FRY (S&M) in local currency
(dinars). or using bank notes or barter.
A U.S. entity must have 2 permanent
establishment. such as a branch or
representative office, within the
territory of the FRY (S&M) to be

g g. or approving the purchase
by any other person. including a foreign
affiliate. of shares, including an equity
interest. in a publicly or privately held
undertaking, entity or project located in
the territory of the Republic of Serbia,
except as provided in § 586.514.

(2) The sale to a non-U.S. person of
a U.S. person’s equity or income interest
in an entity in the territory of the
Republic of Serbia constitutes
facilitation of that other person’s
investment in Serbia, and would
otherwise be prohibited but for the
authorization contained in §586.514.

(3) A U.S. national or permanent
resident alien employed by a foreign
person may not participate {n any
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decision-making role in an activity by
the foreign person that includes
investment in the territory of the
Republic of Serbia

§586.410 Transter of funds to the benefit
of certain persons in the territory of the FRY
(S&M).

Section 586.201 does not prohibit
U.S. financial institutions that are not
blocked. including their foreign
branches. from transferring funds to
accounts in financial institutions for the
benefit of individuals. non-
governmental organizations and other
persons located in the territory of the
FRY (S&M) whose property and
interests in property are not blocked
pursuant to that section, provided that
such transactions do not result in the
transfer of funds to or for the benefit of
persons whose property or interests in
property are blocked pursuant to
§586.201

Subpart E—Licenses, Authorizations,
and Statements of Licensing Policy

§586.501 General and specific ii

authorization does not create any right,
duty, obligation. claim, or interest in. or
with respect to. any property which
would not otherwise exist under
ordinary principles of law.

Note to paragraph (c) of § 586.502: The
general license in § 586.516 authorizing
transactions with respect to property in
which the Government of the Republic of
Montenegro has an interest removes such
property and interests in property from the
phrase “property and interests in property
blocked pursuant to §586.201" for purposes
of this part

{d) Any general licerse or statement
of licensing policy contained in this part
authorizing transactions with respect to
the Government of the FRY (S&M) shall.
unless otherwise stated. also authorize
analogous transactions with respect to
the Governments or territories of the
Republic of Serbia and the Republic of
Montenegro.

§586.503 Exclusion from licenses and
authorizations.

The Director of the Office of Foreign
Assets Control reserves the right to
exclude any person. property. or

procedures.

For provisions relating to licensing
procedures. see subpart C of part 501 of
this chapter. Licensing actions pursuant
to part 501 of this chapter with respect
10 the prohibitions of this part are
considered actions pursuant to this part.

§586.502 Effect of license or
authorization.

{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 pursuant to this part. authorizes
or validates any transaction effected
prior to the issuance of the license,
unless specifically so provided in such
license or authorization.

{b} No regulation. ruling, instruction,
or license authorizes any transaction
prohibited under this part unless the
regulation. ruling, instruction. or license
is issued by the Office of Foreign Assets
Control and specifically refers to this
part. No regulation, ruling. instruction,
or license referring to this part
authorizes any transaction prohibited by
any provision of this chapter unless the
regulation. ruling. instruction or license
specifically refers to such provision.

{c) Any regulation. ruling. instruction.

trar from the of any
license. or from the privileges therein
conferred, or 1o restrict the applicability
thereof with respect to particular
persons, property. transactions. or
classes thereof. Such action is binding
upon all persons receiving actual or
constructive notice of such exclusion or
restriction

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

Any payment of funds or transfer of
credit in which any person whose
property and interests in property are
blocked pursuant to §586.201 has any
interest. that comes within the

financial institution or other U.S. person
not blocked pursuant to this chapter
solely for the purpose of payment of
obligations to U.S. persons of persons
whose property or interests in property
are blocked pursuant to § 586.201 is
authorized, provided that the obligation
arose prior to the effective date or is
otherwise authorized pursuant to statute
or the provisions of this part. and the
payment requires no debit to a blocked
account. Property is not blocked by
virtue of being transferred or received
pursuant to this section.

(b) A person receiving payment under
this section may distribute all or part of
that payment to any person, provided
that any such payment to a person
whose property or interests in property
are blocked pursuant to § 586.201 must
be to a blocked account ina US.
financial institution.

Note to § 586.505: Please refer to § 501.603
of this chapter for mandatory reporting

See also § 586.203 concerning the obligation
to hold blocked funds in interest-bearing
accounts.

§586.506 Investment and reinvestment of
certain funds.

U.S. financial tnstitutions are
authorized to invest and reinvest assets
blocked pursuant to § 586.201, subject
to the following conditions:

{a) The assets representing such
i andr are
credited to a blocked account or
subaccount which is heid 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
United States for this purpose: and
() The proceeds of such investments
and rei are not credited to a
blocked or under

possession or control of a U.S. fi ial
institution. must be blocked in an
account on the books of that financial
institution. A transfer of funds or credit
by a U.S. financial institution between
blocked accounts in its branches or
offices is authorized. provided that no
transfer is made from an account within
the United States io 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

Note to § 586.504: Piease refer 10 §501.603
of this chapter for mandatory reporting

or license authorizing any
otherwise prohibited under this part has
the effect of g 2 prohibiti

See also § 586.203 con::eming the obligation
to hold blocked funds in interest-bearing

or
prohibitions contained i: this part from
the transaction. but only to the extent’
specifically stated by its terms. Unless
the regulation. ruling, instruction. or
license otherwise specifies, such an

§586.505 Payment of obligations to U.S.
authorized.

persons .
(a) The transfer of funds after the
effective date by. through. or to any U.S.

any name or designation which differs
from the name or designation of the
specific blocked or sub
in which such funds or securities were
held; and

(c) No immediate financial or
economic benefit accrues (e.g.. through
pledging or other use) to any person
whose property or interests in property
are blocked pursuant to § 586.201.

§586.507 Completion of certain
transactions releted to benkers
acceptances authorized.

Persons other than those whose
property or interests in property are
blocked pursuant to § 586.201 are
authorized to buy. sell. and satisfy
obligations with respect to bankers
acceptances, and to pay under deferred
payment undertakings. involving a
property interest blocked pursuant to
§586.201. as long as the bankers
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acceptances were created or the deferred
payment undertakings were incurred
prior to the effective date.

§586.508 Entries in certain accounts for
normal service charges authorized.

(a) U.S. financial institutions are
hereby authorized to debit any blocked
account with such U.S. financial
institution in payment or
reimbursement for normal service
charges owed to such U.S. financial
institution by the owner of such 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, or
telephone charges; postage costs:
custody fees; small adjustment charges
to correct bookkeeping errors: and, but
not by way of limitation. minimum
balance charges. notary and protest fees.
and charges for reference books.
photocopies. credit reports. transcripts
of statements. registered mail.
insurance, stationery and supplies. and
other similar items.

§586.509 Provision ot certsin legal
services suthorized.

{a) The provision to or on behalf of a
person whose property or interests in
property are blocked pursuant to
§586.201 of the legal services set forth
in paragraph (b) of this section is
authorized. provided that all receipt of
payment therefor must be specifically
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 for

property are blocked pursuant to
§586.201;

(4) Representation of a person whose
property and interests in property are
blocked pursuant to §586.201 before
any federal or state agency with respect
to the imposition, administration. or
enforcement of U.S. sanctions against
such on; 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 person whose property or
interests in property are blocked
pursuant to § 586.201, not otherwise
authorized in or exempted by this part.
requires the issuance of a specific
license.

(d) Entry into a settlement agreement
affecting property or interests in
property of a person whose property or
interests in property are blocked
pursuant to § 586.201 or the
enforcement of any lien. judgment,
arbitral award. decree. or other order
through execution, gamishment er other
judicial process purporting to transfer or
otherwise alter or affect a property

trademark, copyright or other form of
intellectual property protection:

(2) The receipt of ar:)atem trademark,
copyright or other form of inteliectual
property protection:

(3) The renewal or maintenance of a
patent. trademark. copytight or other
form of intellectual property protection:

and

(4} The filing and prosecution of
opposition or infringement proceedings
with respect to a patent. trademark,
copyright or other form of intellectual
property protection, or the entrance of a
defense to any such proceedings.

{b) This section authorizes the
payment of fees currently due to the
United States Government, or of the
reasonable and customary fees and
charges currently due to attorneys or
representatives within the United
States. in connection with the
transactions authorized in paragraph {a)
of this section. Payment effected
pursuant to the terms of this paragraph
{b) may not be made from a blocked
account.

(c) This section authorizes the
payment of fees currently due to the
Govemmem of the FRY {S&M). or of the

interest of such person is prohi d
unless specifically licensed in
accordance with § 586.202(e).

§586.510 Transactions related to

All transactions with respect to the
receipt and n—ansmxssmn of
telec invol

ing the FRY
{S&M) are authorized. This section does
not authorize the provision to any
person whose property or interests in
property are blocked pursuant to
5586.201 of telecommunications

the following legal services by us.
persons to a person whose property or
interests in property are blocked
pursuant to § 586.201:

{1} Provision of legal advice and

leasmg of lelecommumcatlons

1t or . nor the sale or

transmission facilities (such as satellite
links or dedicated lines).

§ 566.511 Transactions reiated to mail

ling on the requi of and
compliance with the laws of any
jurisdiction within the United States.
provided that such advice and
counseling is not provided to facilitate
transactions that would violate any of
the prohibitions contained in this part.

{2) Representation of a person whose
property or interests in property are
blocked pursuant to § 586.201 when
named as a defendant in or otherwise
made a party to domestic U.S. legal.
arbitration. or administrative
proceedings;

(3) Initiation of domestic U.S. legal,
arbitration. or administrative
proceedings in defense of property
interests subject to U.S. jurisdiction of 2
person whose property or interests in

AII transacuons by U.S. persons.

g pay and to
common carrie:s incident to the receipt
of mail b the

Umted States and the FRY (S&M} are
authorized. provided that mail is
limited to personal communications not
involving a transfer of anything of vatue

§586.512 Certain transactions reiated to

ble and ¢ y fees and

charges currently due to attorneys or
representatives within the territory of
the FRY (S&M). in connection with the
transactions authorized in paragraph (a)
of this section. ’

{d) Nothing in this section affects
obligations under any other provision of
law

§586.513 Certain transactions with
respect to trade with biocked persons
suthorized.

{a) U.S. persons may trade in goods in
which a person whose property and
interests in property are blocked
pursuant to §586.201 has an interest,
provided that the payment for the goods
is made in bank notes and coins of any
currency or by barter. Any open account
credit terms may not exceed 30 days.
Transactions relating to services
incident to this trade in goods,
inctuding payment for shipping and
insurance to non-biocked entities, are
authorized.

(b) Exampie: A U.S. company located
outside of Serbia may ship goods to
Serbia in exchange for bank notes and
coins or under a barter arrangement in
for Serbian goods. exchanged

patents, Y
authorized.
{a) All of the following u'ansacuons in

dlrect.ly with the U.S. company or
assigned to a third company in
isfaction of an owed that

connection with patent, trad
copyright or other intellectual property
protection in the United States or the
FRY (S&M) are authorized:

(1) The filing and prosecution of any
application to obtain a patent.

party by the U.S. company. Except as
provided in §586.408 or otherwise
specifically authorized, however, the
U.S. company may not suhlish or use
an atafi
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within the territory of the Republic of
Serbia in connection with any trade
transaction described in this section.

§586.514 Divestiture of U.S, person’s
equity investment in the tertitory of the
Republic of Serbia.

Subpart F—Reports

§586.601 Racords and reports.

For provisions relating to records and
reports, see subpart C of part 501 of this
chapter.

1g the p: in
§386.204 against the facilitation by a
U.S. person of other persons’ new
investment in the territory of the
Republic of Serbia, all transactions
related to the divestiture or transfer to
anon-U.S. person, other than a person
whose property or property interests are
blocked pursuant to § 586.201 or this
chapter, of a U.S. person’s investment in
the Republic of Serbia are authorized.

§586.515
by the Government of the FRY (SlM) to
aircraft autharized; sircraft and meritime
safety.

(a) Payments to the Government of the
FRY (S&M) of charges for services
rendered by that Government in
connection with the overflight of the
territory of the FRY (S&M) or emergency
landing in the FRY (S&M) by aircraft are
authorized.

(b) Specific licenses may be issued on
2 case-by-case basis for the exportation
and reexportation of goods. services,
and technology to insure the safety of
civil aviation and safe operation of
U'S -origin commercial passenger
awrcraft. and to ensure the safety of
ocean-going maritime traffic in
international waters

§586.516 Transactions with respectto
property in which the Governmaent of the
Republic of Montenegro has an interes!
authorized.

All transactions by U.S_ persons
involving property or interests in
property in which the Government of
the Republic of Montenegro has an
interest are authorized. except with
respect to property blocked pursuant to
the Federal Republic of Yugosiavia
(Serbia and Montenegro) and Bosnian
Serb-Controlied Areas of the Republic
of Bosnia and Herzegovina Sanctions
Regulations. 31 CFR part 585 (see
§585.525). Property and interests in
property of the Government of

gro shall not be

“property and interests in property
blocked pursuant to § 586.201"" for
purposes of this part. This authorization
does not apply. however. to property in
which the Government of Montenegro
has an interest but in which there also
exists an interest of another person
whose property or interests in property
are blocked pursuant to § 586.201 or any
other part of this chapter.

part G—Penalties

§588.701 Penalties.

{a) Attention is directed to section 206
of the International E: ncy
Economic Powers Act {50 U.S.C. 1705)
(the "Act”). which is applicable to
violations 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. Section 206 of
the Act, as adjusted by the Federal Civil
Penalties Inflation Adjustment Act of
1990 (Pub. L. 101-410, as ded, 28

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

Inter 1 E E

Powers Act. and the Director determines
that further proceedings are warranted,
he shall issue to the person concerned
2 notice of his intent to impose a
monetary peralty. The prepenalty
notice shall be issued whether or not
another agency has taken any action
with respect to this matter.

(b) Contents—(1) Facts of violation.
The prepenalty notice shall describe the
violation. specify the laws and
regulations allegedly violated, and state
the amount of the proposed monetary
penalg:

(2) Right to respond. The prepenalty
notice also shall inform the respondent

U.5.C. 2461 note). provides that:

(1) A civil penalty not to exceed
$11.000 per violation may be imposed
on any person who violates any license,
order. or reguiation issued under the
Act:

{2) Whoever willfully violates any
license. order, or regulation issued
under the Act shall. upon conviction, be
fined not more than $50.000. or. if a
natural person. may be imprisoned for
not more than 10 years, or both: and any
officer. director. or agent of any
corporation who knowingly participates
in such violation may be punished by a
like fine. imprisonment. or both.

(b) The criminal penaities provided in
the Act are subject to increase pursuant
to 18 US.C. 3571

{c} Attention is also 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 false,
fictitious or fraudulent statement or
representation or makes or uses any

of resp s right to make a written
presentation within 30 days of mailing
of the notice as to why a monetary
penalty should not be imposed. or. if
imposed. why it should be in a jesser
amount than proposed.

§586.703 Response to prepenalty notice;
informal settiement.

(a) Deadline for response. The
respondent shall have 30 days from the
date of mailing of the prepenalty notice
10 make a written response to the
Director of the Office of Foreign Assets
Control.

{b) Form and contents of response.
The written response need not be in any
particular form. but shall contain
information sufficient to indicate that it
is in response to the prepenalty notice.
1t should contain responses to the
allegations in the prepenalty notice and
set forth the reasons why the respondent
believes the penalty should not be
imposed or. if imposed, why 1t shouid
bein 3 lesser amount than pmposed

(©) & In or
as an aiternative to a written response
to a prepenalty notice pursuant to this
section. the respondent or respondent’s
repr ive may contact the Office of

false writing or d g the
same to contain any false, ﬁctmous 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 aiso be
subject to relevant provisions of other
applicable taws.

§586.702 Prepenaity 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
of

Foreign Assets Control as advised in the
prepenalty notice to propose the
| of allegati

n

the prepenalty notice and related
matters. In the event of settlement at the
prepenalty stage. the claim proposed in
the prepenalty notice will be
withdrawn, the respondent is not
requlred to take a wrmen position on
d in

notice. and the Office of Forelgn Assets
Control will make no final

N as to wheth ‘ol

deter av

occurred. Theamounl accepted in
of

provision of this part or a viok

1 in a prepenaity
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niotice may vary from the civu pemlty modifications. or revocations of The EPA 's action is hased  upon a
that might finaily be I i 3 uest d by the State
event of a formal d of rulemaking: and req for d s of M on April 24, 1997, which

violation. In the event no sertlement is
reached. the 30-day period specified in
paragraph {a) of this section for written
response to the prepenalty niotice
remains in effect unless additional time
is granted by the Office of Foreign
Assets Control.

§506.704 Penatty imposition or
withdrawsi,

(3) No violation. If. after considering
any response to the prepenalty notice
and any relevant facts, the Director of
the Office of Foreign Assets Control
derermines that there was no violation
by the respondent named in the
prepenalty notice, the Director promptly
shall notify the respondent in writing of
that determination and that no monetary
penalty will be im,

(b) Violation. If. after cur\sidering any
response to the prepenalty notice. the
Director of the Office of Foreign Assets
Control determines that there was a
violation by the respondent named in
the prepenalty notice, the Director
promptly shall issue a written notice of
the of the Y penalty

pursuant to the Freedom of Information
and Privacy Acts {5 U.S.C. 552 and
§52a}. see subpart D of part 501 of this
chapter.

$S08.802 Deiegation by the Secretery of
the Treasury.

Any action which the Secretary of the
Treasury is authorized to take pursuant
to Executive Order 13088 (63 FR 32109,
June 12, 1998). and any further
Executive orders relating to the national

y declared in £ e Order
13088, may be taken by the Director of
the Office of Foreign Assets Control, or
by any other person to whom the
Secretary of the Treasury has delegated
authority so to act.

Subpart —Paperwork Reduction Act

$586.901 Paperwork Reduction Act natice.

For approval by OMB under the
Paperwork Reduction Act of 1995 (44
U.S.C. 3507) of information collections
nlﬂmg to recordkeepmg and reporung

lirel

to the respondent.

(i} The penatty notice shall inform
the respondent that payment of the
assessed penalty must be made within
30 days of the mailing of the penaity
natice.

12} The perully notice shall inform

the resp of the req o
furmish the respondent’s taxpayer
ification number p to 31

U S C 7704 and that such number will

v.hose 1o

of licmsmg pclicy) and to other
procedures, see §501.901 of this
chapter. An agency may not conduct or
sponsor. and a person {s not required to
respond to. a collection of information
unless it displays a valid contral
number assigned by OMB.

Dated” Septembec 18, 1998.
R. Richard Newcomb,
Ouxzor Office of Foresgn Assews Conurol

be used for purpt of coli and

reporting on any delinquent penalty
amount in the event of a failure (o pay
the penaity imposed.

§588.705 Administrwtive coliection;
reterrat to United Staws Department of
Justice.

i the event that the respondent does
not pay the penalty imposed pursuant (o
this part or make payment arrangements
acceptabie to the Director of the Office
of Foreign Assets Control within 30
gays of the mailing of the written notice
of the imposition of the penaity. the
matter may be referred for

rens collecti

9. 1998,
M Al Bm«.
Departurent of the Treasury.

{FR Doc. 98-27339 Filed 10-7-98: 4:34 pm|
WLING COOE 481825+

ENVIRONMENTAL PROTECTION
AGENCY
40 CFR Part 52

[MNS2-01-7277a; MNSI-01~7278%; FRL~
s162-1]

ameruds two State Administrative
Orders for two Northern States Power
facilities: inver Hilis and Riverside. The
Orders are included as part of
Minnesota's approved SIP to attain and
intain the N Ambient Air

Quality Standard for sulfur dioxide,
OATES: This rule is effective on
December 14, 1998 unless the Agency
receives relevant adverse comments by
November 12, 1998, Should the Agency
receive such comments, it will publish
a timely withdrawal in the Federal
Register informing the public that this
rute will not take effect.

Written should
be serit to: Carlton T. Nash. Chief.
Regulation Development Section. Air
Programs Branch. {AR-18]}. EPA. 77
West Jackson Boulevard, Chicago.
{llinois 60604. Coples of the documents
relevant to this action are availabie for
public inspection during normal
business hours at the following location:
United States Environmental on
Agency. Region 5. Air and Radiation
Division, 77 West Jackson Boulevard,
Chicago, lilinois 60504, (Please
telephone Victoria Hayden at (312} 886-
4023 before visiting the Reglon 5
Office )

FoR g
Victoria Hayden. Regulation
Development Section (AR-18]). Air
Programs Branch. Air and Radiation
Division. United States Environmental
Protection Agency. Region 5. 77 West
Jackson Boulevard, Chicago, {ilinois
60604, Telephone Number {312} 886-
4023,

SUPPLEMENTARY INFORMATION:

L Rackground

On April 14, 1994, and September 9,
1994, EPA approved SIP revisions for
S0, for much of the Minneapolis-Saint
Paul area. The regulatory portion of
zhse revisions consmsd of

ve orders

from affected facilities. On June 13,
1985, EPA appmved ts to the
P
orders addrusmg S0, On April 24,
1997, Mi

by A P,
the Depariment of the Treasury or o the  ymng and Pians; Mi of h to the ol for the
United States Department of Justice for ¥ admmlsuative orders for two Northern
appropriate action 0 recover the AGENCY: Environmenta) Protection States Power facilities: Inver Hills and
penalty in 3 civil suit in a Federal Agency. Riverside. For the Inver Hills Generating
district court. AcTon: Direct final rule. Facility the administrative order was
e dto Tease the boilers heat
HeP E t Py ion input, d limits,
Subpert rocedires Agency (EPA} is PP g w i the amourk of fuel oil usage,
§585.001 Procedures. 's State [mpl Plan  butd the sulfur content. The
For hcense app!icauon procedum {SIP} for sulfur dioxide {S04} in Air administrative order for the Riverside

and g to

P

Quality Controi Region (AQCR) 131.

Station was revised similarly to increase



