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500.569 [Reserved]
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500.575 Certain services to Vietnamese na-
tionals authorized.

500.576 Authorization of transactions con-
cerning certain development projects in
Vietnam.

500.577 Authorization of bank transactions
with respect to Vietnam by certain inter-
national organizations.

500.578 Vietnamese property unblocked.
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500.716 Proposed decisions; recommended
decision of Administrative Law Judge;
final decision.

500.717 Judicial review.

500.718 Referral to United States Depart-
ment of Justice; administrative collec-
tion measures.

Subpart H—Procedures

500.801 Procedures.

500.802 Delegation by the Secretary of the
Treasury.

500.803 Customs procedures;
specified in §500.204.

merchandise

Subpart I—Miscellaneous Provisions

500.901 Paperwork Reduction Act notice.

APPENDIX A TO PART 500—QUALIFYING INTER-
NATIONAL INSTITUTIONS

AUTHORITY: 18 U.S.C. 2332d; 31 U.S.C. 321(b);
50 U.S.C. App. 1-44; Pub. L. 101-410, 104 Stat.
890 (28 U.S.C. 2461 note); E.O. 9193, 7 FR 5205,
3 CFR, 1938-1943 Comp., p. 1174; E.O. 9989, 13
FR 4891, 3 CFR, 1943-1948 Comp., p.748.

SOURCE: 15 FR 9040, Dec. 19, 1950, unless
otherwise noted.

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

§500.101 Relation of this part to other
laws and regulations.

(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 ap-
plication and other procedures of which
apply to this part. No license or au-
thorization contained in or issued pur-
suant to one of those parts, or any
other provision of law, authorizes any
transaction prohibited by this part.

(b) No license or authorization con-
tained in or issued pursuant to this
part shall be deemed to authorize any
transaction prohibited by any law
other than the Trading With the
Enemy Act, 50 U.S.C. App. 5(b), as
amended, the Foreign Assistance Act
of 1961, 22 U.S.C. 2370, or any proclama-
tion, order, regulation or license issued
pursuant thereto.

[60 FR 27436, July 3, 1985, as amended at 62
FR 45101, Aug. 25, 1997]

§500.201

Subpart B—Prohibitions

§500.201 Transactions involving des-
ignated foreign countries or their
nationals; effective date.

(a) All of the following transactions
are prohibited, except as specifically
authorized by the Secretary of the
Treasury (or any person, agency, or in-
strumentality designated by him) by
means of regulations, rulings, instruc-
tions, licenses, or otherwise, if either
such transactions are by, or on behalf
of, or pursuant to the direction of any
designated foreign country, or any na-
tional thereof, or such transactions in-
volve property in which any designated
foreign country, or any national there-
of, has at any time on or since the ef-
fective date of this section had any in-
terest of any nature whatsoever, direct
or indirect:

(1) All transfers of credit and all pay-
ments between, by, through, or to any
banking institution or banking institu-
tions wheresoever located, with respect
to any property subject to the jurisdic-
tion of the United States or by any per-
son (including a banking institution)
subject to the jurisdiction of the
United States;

(2) All transactions in foreign ex-
change by any person within the
United States; and

(3) The exportation or withdrawal
from the United States of gold or silver
coin or bullion, currency or securities,
or the earmarking of any such prop-
erty, by any person within the United
States.

(b) All of the following transactions
are prohibited, except as specifically
authorized by the Secretary of the
Treasury (or any person, agency, or in-
strumentality designated by him) by
means of regulations, rulings, instruc-
tions, licenses, or otherwise, if such
transactions involve property in which
any designated foreign country, or any
national thereof, has at any time on or
since the effective date of this section
had any interest of any nature whatso-
ever, direct or indirect:

(1) All dealings in, including, without
limitation, transfers, withdrawals, or
exportations of, any property or evi-
dences of indebtedness or evidences of
ownership of property by any person
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subject to the
United States; and

(2) All transfers outside the United
States with regard to any property or
property interest subject to the juris-
diction of the United States.

(c) Any transaction for the purpose
or which has the effect of evading or
avoiding any of the prohibitions set
forth in paragraph (a) or (b) of this sec-
tion is hereby prohibited.

(d) The term ‘‘designated foreign
country” means a foreign country in
the following schedule, and the terms
“effective date’ and ‘‘effective date of
this section” mean with respect to any
designated foreign country, or any na-
tional thereof, 12:01 a.m. eastern stand-
ard time of the date specified in the
following schedule, except as specifi-
cally noted after the country or area.

jurisdiction of the

SCHEDULE

(1) North Korea, i.e., Korea north of the
38th parallel of north latitude: December 17,
1950.

(2) Cambodia: April 17, 1975.

(3) North Vietnam; i.e., Vietnam north of
the 17th parallel of north latitude: May 5,
1964.

(4) South Vietnam, i.e., Vietnam south of
the 17th parallel of north latitude: April 30,
1975, at 12:00 p.m. e.d.t.

(e) When a transaction results in the
blocking of funds at a banking institu-
tion pursuant to this section and a
party to the transaction believes the
funds have been blocked due to mis-
taken identity, that party may seek to
have such funds unblocked pursuant to
the administrative procedures set forth
in §501.806 of this chapter.

[156 FR 9040, Dec. 19, 1950, as amended at 18
FR 2079, Apr. 14, 1953; 50 FR 27436, July 3,
1985; 62 FR 45101, Aug. 25, 1997]

§500.202 Transactions with respect to
securities registered or inscribed in
the name of a designated national.

Unless authorized by a license ex-
pressly referring to this section, the
acquisition, transfer (including the
transfer on the books of any issuer or
agent thereof), disposition, transpor-
tation, 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

31 CFR Ch. V (7-1-02 Edition)

name of any designated national is pro-
hibited irrespective of the fact that at
any time (either prior to, on or subse-
quent to the ‘“‘effective date’’) the reg-
istered or inscribed owner thereof may
have, or appears to have, assigned,
transferred or otherwise disposed of
any such security.

§500.203 Effect of transfers violating
the provisions of this chapter.

(a) Any transfer after the ‘‘effective
date” which is in violation of any pro-
vision of this chapter or of any regula-
tion, ruling, instruction, license, or
other direction or authorization there-
under and involves any property in
which a designated national has or has
had an interest since such ‘‘effective
date” is null and void and shall not be
the basis for the assertion or recogni-
tion of any interest in or right, rem-
edy, power or privilege with respect to
such property.

(b) No transfer before the ‘‘effective
date” shall be the basis for the asser-
tion or recognition of any right, rem-
edy, power, or privilege with respect
to, or interest in, any property in
which a designated national has or has
had an interest since the ‘‘effective
date’” unless the person with whom
such property is held or maintained
had written notice of the transfer or by
any written evidence had recognized
such transfer prior to such ‘‘effective
date.”

(c) Unless otherwise provided, an ap-
propriate license or other authoriza-
tion issued by or pursuant to the direc-
tion or authorization of the Secretary
of the Treasury before, during or after
a transfer shall validate such transfer
or render it enforceable to the same ex-
tent as it would be valid or enforceable
but for the provisions of section 5(b) of
the Trading With the Enemy Act, as
amended, and this chapter and any rul-
ing, order, regulation, direction or in-
struction issued thereunder.

(d) Transfers of property which oth-
erwise would be null and void, or unen-
forceable, by virtue of the provisions of
this section shall not be deemed to be
null and void, or unenforceable pursu-
ant to such provisions, as to any person
with whom such property was held or
maintained (and as to such person,
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only) in cases in which such person is
able to establish each of the following:

(1) Such transfer did not represent a
willful violation of the provisions of
this chapter by the person with whom
such property was held or maintained;

(2) The person with whom such prop-
erty was held or maintained did not
have reasonable cause to know or sus-
pect, in view of all the facts and cir-
cumstances known or available to such
person, that such transfer required a li-
cense or authorization by or pursuant
to the provisions of this chapter 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
misrepresentation or the withholding
of material facts or was otherwise
fraudulently obtained; and

(3) Promptly upon discovery that:

(i) Such transfer was in violation of
the provisions of this chapter or any
regulation, ruling, instruction, license
or other direction or authorization
thereunder, or

(ii) Such transfer was not licensed or
authorized by the Secretary of the
Treasury, or

(iii) If a license did purport to cover
the transfer, such license had been ob-
tained by misrepresentation or the
withholding of material facts or was
otherwise fraudulently obtained;

the person with whom such property
was held or maintained filed with the
Treasury Department, Washington, DC
20220, a report in triplicate setting
forth in full the circumstances relating
to such transfer. The filing of a report
in accordance with the provisions of
this paragraph shall not be deemed to
be compliance or evidence of compli-
ance with paragraphs (d) (1) and (2) of
this section.

(e) Unless licensed or authorized by
§500.504 or otherwise licensed or au-
thorized pursuant to this chapter any
attachment, judgment, decree, lien,
execution, garnishment, or other judi-
cial process is null and void with re-
spect to any property in which on or
since the ‘‘effective date’ there existed
the interest of a designated foreign
country or national thereof.

(f) For the purpose of this section the
term ‘‘property’ includes gold, silver,
bullion, currency, coin, credit, securi-

§500.204

ties (as that term is defined in section
2(1) of the Securities Act of 1933, as
amended) (48 Stat. 74; 156 U.S.C. T7(b)),
bills of exchange, notes, drafts, accept-
ances, checks, letters of credit, book
credits, debts, claims, contracts, nego-
tiable documents of title, mortgages,
liens, annuities, insurance policies, op-
tions and futures in commodities, and
evidences of any of the foregoing. The
term ‘‘property’ shall not, except to
the extent indicated, be deemed to in-
clude chattels or real property.

[156 FR 9040, Dec. 19, 1950, as amended at 41
FR 16553, Apr. 20, 1976]

§500.204 Importation of and dealings
in certain merchandise.

(a) Except as specifically authorized
by the Secretary of the Treasury (or
any person, agency, or instrumentality
designated by him) by means of regula-
tions, or rulings, instructions, licenses,
or otherwise, persons subject to the ju-
risdiction of the United States may not
purchase, transport, import, or other-
wise deal in or engage in any trans-
action with respect to any merchandise
outside the United States specified in
following paragraph (a)(1) of this sec-
tion.

(1) Merchandise the country of origin
of which is North Korea, North Viet-
Nam, Cambodia, or South Viet-Nam.
Articles which are the growth, produce
or manufacture of these areas shall be
deemed for the purposes of this chapter
to be merchandise whose country of or-
igin is North Korea, North Viet-Nam,
Cambodia, or South Viet-Nam, not-
withstanding that they may have been
subjected to one or any combination of
the following processes in another
country:

(i) Grading;

(ii) Testing;

(iii) Checking;

(iv) Shredding;

(v) Slicing;

(vi) Peeling or splitting;

(vii) Scraping;

(viii) Cleaning;

(ix) Washing;

(x) Soaking;

(xi) Drying;

(xii) Cooling,
erating;

(xiii) Roasting;

(xiv) Steaming;

chilling or refrig-
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(xv) Cooking;

(xvi) Curing;

(xvii) Combining of fur skins
plates;

(xviii) Blending;

(xix) Flavoring;

(xx) Preserving;

(xxi) Pickling;

(xxii) Smoking;

(xxiii) Dressing;

(xxiv) Salting;

(xxv) Dyeing;

(xxvi) Bleaching;

(xxvii) Tanning;

(xxviii) Packing;

(xxix) Canning;

(xxx) Liabeling;

(xxxi) Carding;

(xxxii) Combing;

(xxxiii) Pressing;

(xxxiv) Any process similar to any of
the foregoing.
Any article wheresoever manufactured
shall be deemed for the purposes of this
chapter to be merchandise whose coun-
try of origin is North Korea, North
Viet-Nam, Cambodia, or South Viet-
Nam, if there shall have been added to
such articles any embroidery, needle
point, petit point, lace or any other ar-
ticle of adornment which is the product
of North Korea, North Viet-Nam, Cam-
bodia, or South Viet-Nam, notwith-
standing that such addition to the mer-
chandise may have occurred in a coun-
try other than North Korea, North
Viet-Nam, Cambodia, or South Viet-
Nam.
[40 FR 19202, May 2, 1975, as amended at 41

FR 16553, Apr. 20, 1976; 45 FR 7224, Jan. 31,
1980]

into

§500.205 Holding of certain types of
blocked property in interest-bear-
ing accounts.

(a) Except as provided by paragraphs
(d), (e) and (f) of this section, or as au-
thorized by the Secretary of the Treas-
ury or his delegate by specific license,
any person holding any property in-
cluded in paragraph (h) of this section
is prohibited from holding, with-
holding, using, transferring, engaging
in any transactions involving, or exer-
cising any right, power, or privilege
with respect to any such property, un-
less it is held in an interest-bearing ac-
count in a domestic bank.

31 CFR Ch. V (7-1-02 Edition)

(b) Any person presently holding
property subject to the provisions of
paragraph (a) of this section which, as
of the effective date of this section, is
not being held in accordance with the
provisions of that paragraph, shall
transfer such property to or hold such
property or cause such property to be
held in an interest-bearing account in
any domestic bank within 30 days of
the effective date of this section.

(c) Any person holding any checks or
drafts subject to the provisions of
§500.201 is authorized and directed,
wherever possible consistent with state
law (except as otherwise specifically
provided in paragraph (c)(3) of this sec-
tion), to negotiate or present for col-
lection or payment such instruments
and credit the proceeds to interest-
bearing accounts. Any transaction by
any person incident to the negotiation,
processing, presentment, collection or
payment of such instruments and de-
posit of the proceeds into an interest-
bearing account is hereby authorized:
Provided, That:

(1) The transaction does not rep-
resent, directly or indirectly, a trans-
fer of the interest of a designated na-
tional to any other country or person;

(2) The proceeds are held in a blocked
account indicating the designated na-
tional who is the payee or owner of the
instrument; and,

(3) In the case of a blocked check or
draft which has been purchased by the
maker/drawer from the drawee bank
(e.g., cashier’s check, money order, or
traveler’s check) or which is drawn
against a presently existing account,
such bank, on presentment of the in-
strument in accordance with the provi-
sions of this section, shall either:

(i) Pay the instrument (subject to
paragraphs (c) (1) and (2) of this sec-
tion) or

(ii) Credit a blocked account on its
books with the amount payable on the
instrument.

In either event, the blocked account
shall be identified as resulting from
the proceeds of a blocked check or
draft, and the identification shall in-
clude a reference to the names of both
the maker and payee of the instru-
ment.

(d) Property subject to the provisions
of paragraph (a) or (b) of this section,
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held by a person claiming a set-off
against such property, is exempt from
the provisions of paragraphs (a), (b)
and (c) of this section to the extent of
the set-off: Provided however, That in-
terest shall be due from 30 days after
the effective date of this section if it
should ultimately be determined that
the claim to a set-off is without merit.

(e) Property subject to the provisions
of paragraphs (a) and (b) of this sec-
tion, held in a customer’s account by a
registered broker/dealer in securities,
may continue to be held for the cus-
tomer by the broker/dealer provided in-
terest is credited to the account on any
balance not invested in securities in
accordance with §500.513. The interest
paid on such accounts by a broker/deal-
er who does not elect to hold such
property for a customer’s account in a
domestic bank shall not be less than
the maximum rate payable on the
shortest time deposit available in any
domestic bank in the jurisdiction in
which the broker/dealer holds the ac-
count.

(f) Property subject to the provisions
of paragraphs (a) and (b) of this sec-
tion, held by a state agency charged
with the custody of abandoned or un-
claimed property under §500.561 may
continue to be held by the agency pro-
vided interest 1is credited to the
blocked account in which the property
is held by the agency, or the property
is held by the agency in a blocked ac-
count in a domestic bank. The interest
credited to such accounts by an agency
which does not elect to hold such prop-
erty in a domestic bank shall not be
less than the maximum rate payable on
the shortest time deposit available in
any domestic bank in the state.

(g) For purposes of this section, the
term ‘‘interest-bearing account’ means
a blocked account earning interest at
no less than the maximum rate payable
on the shortest time deposit in the do-
mestic bank where the account is held,
provided however, that such an ac-
count may include six-month Treasury
bills or insured certificates, with a ma-
turity not exceeding six-months, ap-
propriate to the amounts involved.

(h) The following types of property
are subject to paragraphs (a) and (b) of
this section:

§500.206

(1) Any currency, bank deposit and
bank accounts subject to the provi-
sions of §500.201;

(2) Any property subject to the provi-
sions of §500.201 which consists, in
whole or in part, of undisputed and ei-
ther liquidated or matured debts,
claims, obligations or other evidence of
indebtedness, to the extent of any
amount that is undisputed and lig-
uidated or matured; and,

(3) Any proceeds resulting from the
payment of an obligation under para-
graph (c) of this section.

(i) For purposes of this section, the
term ‘‘domestic bank” includes any
FSLIC-insured institution (as defined
in 12 CFR 561.1).

(j) For the purposes of this section
the term ‘‘person’ includes the United
States Government or any agency or
instrumentality thereof, except where
the agency or instrumentality submits
to the Office of Foreign Assets Control
an opinion of its General Counsel that
either:

(1) It lacks statutory authority to
comply with this section, or

(2) The requirements of paragraphs
(a) and (b) of this section are incon-
sistent with the statutory program
under which it operates.

[44 FR 11766, Mar. 2, 1979]

§500.206 Exemption of information
and informational materials.

(a) The importation from any coun-
try and the exportation to any country
of information or informational mate-
rials as defined in §500.332, whether
commercial or otherwise, regardless of
format or medium of transmission, are
exempt from the prohibitions and regu-
lations of this part.

(b) All transactions of common car-
riers incident to the importation or ex-
portation of information or informa-
tional materials, including mail, be-
tween the United States and any for-
eign country designated under §500.201,
are exempt from the prohibitions and
regulations of this part.

(c) This section does not authorize
transactions related to information or
informational materials not fully cre-
ated and in existence at the date of the
transaction, or to the substantive or
artistic alteration or enhancement of
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information or informational mate-
rials, or to the provision of marketing
and business consulting services by a
person subject to the jurisdiction of
the United States. Such prohibited
transactions include, without limita-
tion, payment of advances for informa-
tion or informational materials not yet
created and completed, provision of
services to market, produce or co-
produce, create or assist in the cre-
ation of information or informational
materials, and payment or royalties to
a designated national with respect to
income received for enhancements or
alterations made by persons subject to
the jurisdiction of the United States to
information or informational materials
imported from a designated national.

(d) This section does not authorize
transactions incident to the expor-
tation of restricted technical data as
defined in section 799 of the Export Ad-
ministration Regulations, 15 CFR parts
768-799, or to the exportation of goods
for use in the transmission of any data.
The exportation of such goods to des-
ignated foreign countries is prohibited,
as provided in §500.201 of this part and
§785.1 of the Export Administration
Regulations.

Example #1: A U.S. publisher ships 500 cop-
ies of a book to Vietnam directly from San
Francisco aboard a chartered aircraft, and
receives payment by means of a letter of
credit issued by a Vietnamese bank and con-
firmed by an American bank. These are per-
missible transactions under this section.

Example #2: A Vietnamese party exports a
single master copy of a Vietnamese motion
picture to a U.S. party and licenses the U.S.
party to duplicate, distribute, show and ex-
ploit in the United States the Vietnamese
film in any medium, including home video
distribution, for five years, with the Viet-
namese party receiving 40% of the net in-
come. All transactions relating to the activi-
ties described in this example are authorized
under this section or §500.550.

Example #3: A U.S. recording company pro-
poses to contract with a Vietnamese musi-
cian to create certain musical compositions,
and to advance royalties of $10,000 to the mu-
sician. The music written in Vietnam is to
be recorded in a studio that the recording
company owns in the Bahamas. These are all
prohibited transactions. The U.S. party is
prohibited under §500.201 from contracting
for the Vietnamese musician’s services, from
transferring $10,000 to Vietnam to pay for
those services, and from providing the Viet-
namese with production services through the
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use of its studio in the Bahamas. No infor-
mational materials are in being at the time
of these proposed transactions. However, the
U.S. recording company may contract to
purchase and import preexisting recordings
by the Vietnamese musician, or to copy the
recordings in the United States and pay ne-
gotiated royalties to Vietnam under this sec-
tion or §500.550.

Example #4: A Vietnamese party enters
into a subpublication agreement licensing a
U.S. party to print and publish copies of a
musical composition and to sub-license
rights of public performance, adaptation, and
arrangement of the musical composition,
with payment to be a percentage of income
received. All transactions related to the ac-
tivities described in this example are author-
ized under this section and §500.550, except
for adaption and arrangement, which con-
stitute artistic enhancement of the Viet-
namese composition. Payment to the Viet-
namese party may not reflect income re-
ceived as a result of these enhancements.

[64 FR 5231, Feb. 2, 1989, as amended at 60 FR
8934, Feb. 16, 1995]

Subpart C—General Definitions

§500.301 Foreign country.

The term foreign country also in-
cludes, but not by way of limitation:

(a) The state and the government of
any such territory on or after the ‘‘ef-
fective date” as well as any political
subdivision, agency, or instrumentality
thereof or any territory, dependency,
colony, protectorate, mandate, domin-
ion possession or place subject to the
jurisdiction thereof,

(b) Any other government (including
any political subdivision, agency, or in-
strumentality thereof) to the extent
and only to the extent that such gov-
ernment exercises or claims to exercise
control, authority, jurisdiction or sov-
ereignty over territory which on the
“effective date’ constituted such for-
eign country,

(c) Any person to the extent that
such person is, or has been, or to the
extent that there is reasonable cause
to believe that such person is, or has
been, since the ‘‘effective date’’, acting
or purporting to act directly or indi-
rectly for the benefit or on behalf of
any of the foregoing, and

(d) Any territory which on or since
the ‘“‘effective date’’ is controlled or oc-
cupied by the military, naval or police
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forces or other authority of such for-
eign country.

§500.302 National.

(a) The term national shall include:

(1) A subject or citizen of a country
or any person who has been domiciled
in or a permanent resident of that
country at any time on or since the
“effective date,” except persons who
were resident or domiciled there in the
service of the U.S. Government.

(2) Any partnership, association, cor-
poration, or other organization, orga-
nized under the laws of, or which on or
since the ‘‘effective date’ had or has
had its principal place of business in a
foreign country, or which on or since
such effective date was or has been
controlled by, or a substantial part of
the stock, shares, bonds, debentures,
notes, drafts, or other securities or ob-
ligations of which, was or has been
owned or controlled by, directly or in-
directly, a foreign country and/or one
or more nationals thereof as defined in
this section.

(3) Any person to the extent that
such person is, or has been, since the
“effective date’” acting or purporting
to act directly or indirectly for the
benefit or on behalf of any national of
a foreign country.

(4) Any other person who there is rea-
sonable cause to believe is a ‘‘national”
as defined in this section.

(b) The Secretary of the Treasury re-
tains full power to determine that any
person is or shall be deemed to be a
“national” within the meaning of this
section, and to specify the foreign
country of which such person is or
shall be deemed to be a national.

[17 FR 5343, June 12, 1952, as amended at 50
FR 27436, July 3, 1985]

§500.303 Nationals of more than one
foreign country.

(a) Any person who by virtue of any
provision in this chapter is a national
of more than one foreign country shall
be deemed to be a national of each of
such foreign countries.

(b) In any case in which a person is a
national of two or more designated for-
eign countries, a license or authoriza-
tion with respect to nationals of one of
such designated foreign countries shall
not be deemed to apply to such person

§500.306

unless a license or authorization of
equal or greater scope is outstanding
with respect to nationals of each other
designated foreign country of which
such person is a national.

(c) In any case in which the combined
interests of two or more designated for-
eign countries and/or nationals thereof
are sufficient in the aggregate to con-
stitute control or ownership of 25 per
centum or more of the stock, shares,
bonds, debentures, notes, drafts, or
other securities or obligations of a
partnership, association, corporation
or other organization, but such control
or a substantial part of such stock,
shares, bonds, debentures, notes,
drafts, or other securities or obliga-
tions is not held by any one such for-
eign country and/or national thereof,
such partnership, association, corpora-
tion or other organization shall be
deemed to be a national of each of such
foreign countries.

§500.305 Designated national.

The term designated national shall
mean any country designated in
§500.201 and any national thereof in-
cluding any person who is a specially
designated national.

§500.306 Specially
tional.

designated

na-

(a) The term specially designated na-
tional shall mean:

(1) Any person who is determined by
the Secretary of the Treasury to be a
specially designated national,

(2) Any person who on or since the
‘“effective date’ has acted for or on be-
half of the Government or authorities
exercising control over any designated
foreign country, or

(3) Any partnership, association, cor-
poration or other organization which
on or since the ‘‘effective date’” has
been owned or controlled directly or in-
directly by the Government or authori-
ties exercising control over any des-
ignated foreign country or by any spe-
cially designated national.

(b) [Reserved]

NoOTE TO §500.306: Please refer to the appen-
dices at the end of this chapter for listings of
persons designated pursuant to this part.
Section 501.807 of this chapter sets forth the
procedures to be followed by persons seeking
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§500.307

administrative reconsideration of their des-
ignation or that of a vessel as blocked, or
who wish to assert that the circumstances
resulting in the designation are no longer ap-
plicable.

[156 FR 9040, Dec. 19, 1950, as amended at 41
FR 16554, Apr. 20, 1976; 61 FR 32938, June 26,
1996; 62 FR 45101, Aug. 25, 1997]

§500.307

Any person licensed pursuant to
§500.505 as an unblocked national shall,
while so licensed, be regarded as a per-
son within the United States who is
not a national of any designated for-
eign country: Provided, however, That
the licensing of any person as an ‘‘un-
blocked national” shall not be deemed
to suspend in any way the require-
ments of any section of this chapter re-
lating to reports, and the production of
books, documents, records, etc.

[16 FR 9040, Dec. 19, 1950, as amended at 54
FR 5231, Feb. 2, 1989]
§500.308 Person.

The term person means an individual,
partnership, association, corporation,
or other organization.

Unblocked national.

§500.309 Transactions.

The phrase transactions which involve
property in which any designated foreign
country, or any national thereof, has any
interest of any nature whatsoever, direct
or indirect, includes, but not by way of
limitation:

(a) Any payment or transfer to any
such designated foreign country or na-
tional thereof,

(b) Any export or withdrawal from
the United States to such designated
foreign country, and

(c) Any transfer of credit, or payment
of an obligation, expressed in terms of
the currency of such designated foreign
country.

§500.310 Transfer.

The term transfer shall mean any ac-
tual or purported act or transaction,
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, transfer, or alter,
directly or indirectly, any right, rem-
edy, power, privilege, or interest with
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respect to any property and without
limitation upon the foregoing shall in-
clude the making, execution, or deliv-
ery of any assignment, power, convey-
ance, check, declaration, deed, deed of
trust, power of attorney, power of ap-
pointment, bill of sale, mortgage, re-
ceipt, agreement, contract, certificate,
gift, sale, affidavit or statement; the
appointment of any agent trustee, or
other fiduciary; the creation or trans-
fer of any lien; the issuance, docketing,
filing, or the levy of or under any judg-
ment, decree, attachment, execution,
or other judicial or administrative
process or order, or the service of any
garnishment; the acquisition of any in-
terest of any nature whatsoever by rea-
son of a judgment or decree of any for-
eign country; the fulfillment of any
condition, or the exercise of any power
of appointment, power of attorney, or
other power.

§500.311 Property; property interests.

Except as defined in §500.203(f) for the
purposes of that section the terms
property and property interest or property
interests shall include, but not by way
of limitation, money, checks, drafts,
bullion, bank deposits, savings ac-
counts, any debts, indebtedness obliga-
tions, notes, debentures, stocks, bonds,
coupons, any other financial securities,
bankers’ acceptances, mortgages,
pledges, liens or other right in the na-
ture of security, warehouse receipts,
bills of lading, trust receipts, bills of
sale, any other evidences of title, own-
ership or indebtedness, powers of attor-
ney, goods, wares, merchandise, chat-
tels, stocks on hand, ships, goods on
ships, real estate mortgages, deeds of
trust, vendors’ sales agreements, land
contracts, real estate and any interest
therein, leaseholds, ground rents, op-
tions, negotiable instruments, trade
acceptances, royalties, book accounts,
accounts payable, judgments, patents,
trademarks, copyrights, contracts or
licenses affecting or involving patents,
trademarks or copyrights, insurance
policies, safe deposit boxes and their
contents, annuities, pooling agree-
ments, contracts of any nature whatso-
ever, services, and any other property,
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real, personal, or mixed, tangible or in-
tangible, or interest or interests there-
in, present, future, or contingent.

[156 FR 9040, Dec. 19, 1950, as amended at 55
FR 31179, Aug. 1, 1990]

§500.312 Interest.

The term interest when used with re-
spect to property shall mean an inter-
est of any nature whatsoever, direct or
indirect.

§500.313 Property subject to the juris-
diction of the United States.

(a) The phrase property subject to the
jurisdiction of the United States includes,
without limitation, securities, whether
registered or bearer, issued by:

(1) The United States or any State,
district, territory, possession, county,
municipality, or any other subdivision
or agency or instrumentality of any
thereof; or

(2) Any person within the United
States whether the certificate which
evidences such property or interest is
physically located within or outside
the United States.

(b) The phrase property subject to the
jurisdiction of the United States also in-
cludes, without limitation, securities,
whether registered or bearer, by whom-
soever issued, if the certificate evi-
dencing such property or interest is
physically located within the United
States.

§500.314 Banking institution.

The term banking institution shall in-
clude any person engaged primarily or
incidentally in the business of banking,
of granting or transferring credits, or
of purchasing or selling foreign ex-
change or procuring purchasers and
sellers thereof, as principal or agent, or
any person holding credits for others as
a direct or incidental part of his busi-
ness, or any broker; and, each prin-
cipal, agent, home office, branch or
correspondent of any person so engaged
shall be regarded as a separate ‘‘bank-
ing institution.”

§500.316 License.

Except as otherwise specified, the
term license shall mean any license or

§500.321

authorization contained in or issued
pursuant to this chapter.

[28 FR 6973, July 9, 1963]

§500.317 General license.

A general license is any license or au-
thorization the terms of which are set
forth in this chapter.

§500.318 Specific license.

A specific license is any license or au-
thorization issued pursuant to this
chapter but not set forth in this chap-
ter.

§500.319 Blocked account.

The term blocked account shall mean
an account in which any designated na-
tional has an interest, with respect to
which account payments, transfers or
withdrawals of other dealings may not
be made or effected except pursuant to
an authorization or license authorizing
such action. The term blocked account
shall not be deemed to include ac-
counts of unblocked nationals.

§500.320 Domestic bank.

The term domestic bank shall mean
any branch or office within the United
States of any of the following which is
not a national of any designated for-
eign country: Any bank or trust com-
pany incorporated under the banking
laws of the United States or of any
State, territory, or district of the
United States, or any private bank or
banker subject to supervision and ex-
amination under the banking laws of
the United States, or of any state, ter-
ritory or district of the United States.
The Secretary of the Treasury may
also authorize any other banking insti-
tution to be treated as a ‘‘domestic
bank” for the purpose of this definition
or for the purpose of any or all sections
of this chapter.

§500.321 United States;
United States.

The term United States means the
United States and all areas under the
jurisdiction or authority thereof, in-
cluding U.S. trust territories and com-
monwealths. The term continental
United States means the states of the

continental
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§500.322

United States and the District of Co-
lumbia.

[50 FR 27436, July 3, 1985]

§500.322 Authorized trade territory;
member of the authorized trade ter-
ritory.

(a) The term authorized trade territory
shall include:

(1) North, South and Central Amer-
ica, including the Caribbean region, ex-
cept Cuba;

(2) Africa;

(3) Australia and Oceania, including
Indonesia, New Zealand, and the Phil-
ippines;

(4) Andorra, Austria, Belgium, Cy-
prus, Denmark, Ireland, the Federal
Republic of Germany and the Western
Sector of Berlin, Finland, France (in-
cluding Monaco), Greece, Iceland,
Italy, Liechtenstein, Luxembourg,
Malta, the Netherlands, Norway, Por-
tugal, San Marino, Spain, Sweden,
Switzerland, Turkey, the United King-
dom, Vatican City, and Yugoslavia.

(5) Afghanistan, Bangladesh, Bhutan,
Burma, Hong Kong, India, Iran, Iraq,
Israel, Japan, Jordan, Kuwait, Laos,
Lebanon, Macao, Malaysia, Nepal,
Oman, Pakistan, Qatar, Saudi Arabia,
Singapore, South Korea, Sri Lanka
(Ceylon), Syrian Arab Republic, Tai-
wan, Thailand, United Arab Emirates,
and Yemen.

(6) Any colony, territory, possession,
or protectorate of any country in-
cluded within this paragraph; but the
term shall not include the United
States.

(b) The term member of the authorized
trade territory shall mean any of the
foreign countries or political subdivi-
sions comprising the authorized trade
territory.

(60 U.S.C. App. 5(b); E.O. 9193, 3 CFR 1943
Cum. Supp.; Treas. Dept. Order No. 128, 32 FR
3472)

[40 FR 19202, May 2, 1975, as amended at 41
FR 16554, Apr. 20, 1976; 42 FR 27199, May 27,
1977; 54 FR 5231, Feb. 2, 1989]

§500.323 Occupied area.

The term occupied area shall mean
any territory occupied by a designated
foreign country which was not occu-
pied by such country prior to June 25,
1950.
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§500.325

The term national securities exchange
shall mean an exchange registered as a
national securities exchange under sec-
tion 6 of the Securities Exchange Act
of 1934 (48 Stat. 885, 15 U.S.C. 78f).

National securities exchange.

§500.326 Custody of safe deposit

boxes.

Safe deposit boxes shall be deemed to
be in the custody not only of all persons
having access thereto but also of the
lessors of such boxes whether or not
such lessors have access to such boxes.
The foregoing shall not in any way be
regarded as a limitation upon the
meaning of the term custody.

§500.327 Blocked estate of a decedent.

The term blocked estate of a decedent
shall mean any decedent’s estate in
which a designated national has an in-
terest. A person shall be deemed to
have an interest in a decedent’s estate
if he:

(a) Was the decedent;

(b) Is a personal representative; or

(c) Is a creditor, heir, legatee, devi-
see, distributee, or beneficiary.

§500.328 Status of those portions of
Korea under control of the govern-
ment of the Republic of Korea; and
of the diplomatic and consular rep-
resentatives of those countries.

(a) Those portions of Korea which are
under the control of the government of
the Republic of Korea are not included
within the term designated foreign
country.

(b) The diplomatic and consular rep-
resentatives of the Republic of Korea
are not deemed to be acting or pur-
porting to act directly or indirectly for
the benefit or on the behalf of any des-
ignated foreign country.

[41 FR 16554, Apr. 20, 1976, as amended at 45
FR 7224, Jan. 31, 1980]

§500.329 Person subject to the juris-
diction of the United States.

The term, person subject to the juris-
diction of the United States, includes:

(a) Any individual, wherever located,
who is a citizen or resident of the
United States;

(b) Any person within the United
States as defined in §500.330;
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(c) Any corporation organized under
the laws of the United States or of any
state, territory, possession, or district
of the United States; and

(d) Any corporation, partnership, or
association, wherever organized or
doing business, that is owned or con-
trolled by persons specified in para-
graph (a) or (c¢) of this section.

[60 FR 27436, July 3, 1985]

§500.330 Person within the United
States.

(a) The term, person within the United
States, includes:

(1) Any person, wheresoever located,
who is a resident of the United States;

(2) Any person actually within the
United States;

(3) Any corporation organized under
the laws of the United States or of any
state, territory, possession, or district
of the United States; and

(4) Any partnership, association, cor-
poration, or other organization,
wheresoever organized or doing busi-
ness, which is owned or controlled by
any person or persons specified in para-
graph (a) (1), (2), or (3) of this section.

(b) [Reserved]

[20 FR 1379, Mar. 8, 1955]

§500.331 Merchandise.

The term merchandise means all
goods, wares and chattels of every de-
scription without limitation of any
kind.

[24 FR 1984, Mar. 18, 1959]

§500.332 Information
tional materials.

(a) For purposes of this part, the
term informational materials includes,
without limitation:

(1) Publications, films, posters, pho-
nograph records, photographs, micro-
films, microfiche, tapes, compact
disks, CD ROMs, artworks, and news
wire feeds.

(2) To be considered informational
materials, artworks must be classified
under chapter subheading 9701, 9702, or
9703 of the Harmonized Tariff Schedule
of the United States.

(b) The terms information and infor-
mational materials with respect to U.S.
exports do not include items:

and informa-

§500.403

(1) That would be controlled for ex-
port pursuant to section 5 of the Ex-
port Administration Act of 1979, 50
U.S.C. App. 2401-2420 (1979) (the
“BEAA’), or section 6 of the EAA to the
extent that such controls promote the
nonproliferation or antiterrorism poli-
cies of the United States, including
“‘software’ that is not ‘“‘publicly avail-
able” as these terms are defined in 15
CFR parts 779 and 799.1 (1994); or

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

[60 FR 8934, Feb. 16, 1995]

Subpart D—Interpretations

§500.401 Reference to amended sec-
tions.

Reference to any section of this chap-
ter or to any regulation, ruling, order,
instruction, direction or license issued
pursuant to this chapter shall be
deemed to refer to the same as cur-
rently amended unless otherwise so
specified.

§500.402 Effect of amendment of sec-
tions of this chapter or of other or-
ders, etc.

Any amendment, modification, or
revocation of any section of this chap-
ter or of any order, regulation, ruling,
instruction, or license issued by or
under the direction of the Secretary of
the Treasury pursuant to section 3(a)
or 5(b) of the Trading With the Enemy
Act, as amended, shall not unless oth-
erwise specifically provided be deemed
to affect any act done or omitted to be
done, or any suit or proceeding had or
commenced in any civil or criminal
case, prior to such amendment, modi-
fication, or revocation, and all pen-
alties, forfeitures, and liabilities under
any such section, order, regulation,
ruling, instruction or license shall con-
tinue and may be enforced as if such
amendment, modification, or revoca-
tion had not been made.

§500.403 Termination and acquisition
of the interest of a designated na-
tional.

(a) Except as provided in §500.525,
whenever a transaction licensed or au-
thorized by or pursuant to this chapter
results in the transfer of property (in-
cluding any property interest) away
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§500.404

from a designated national, such prop-
erty shall no longer be deemed to be
property in which a designated na-
tional has or has had an interest unless
there exists in such property an inter-
est of a designated national, the trans-
fer of which has not been effected pur-
suant to license or other authorization.

(b) Unless otherwise specifically pro-
vided in a license or authorization con-
tained in or issued pursuant to this
chapter, if property (including any
property interest) is transferred to a
designated national such property shall
be deemed to be property in which
there exists the interest of a des-
ignated national.

§500.404 Transactions between prin-
cipal and agent.

A transaction between any person
within the United States and any prin-
cipal, agent, home office, branch, or
correspondent, outside the United
States of such person is a transaction
prohibited by §500.201 to the same ex-
tent as if the parties to the transaction
were in no way affiliated or associated
with each other.

§500.405 Exportation of securities, etc.
to designated foreign countries.

Section 500.201 prohibits the expor-
tation of securities, currency, checks,
drafts and promissory notes to des-
ignated foreign countries.

§500.406 Drafts under irrevocable let-
ters of credit; documentary drafts.

Section 500.201 prohibits the presen-
tation, acceptance or payment of:

(a) Drafts or other orders for pay-
ment drawn under irrevocable letters
of credit issued in favor or on behalf of
any designated national;

(b) Drafts or other orders for pay-
ment, in which any designated national
has on or since the ‘“‘effective date’ had
any interest, drawn under any irrev-
ocable letter of credit; and

(c) Documentary drafts in which any
designated national has on or since the
“‘effective date’ had any interest.

§500.407 Administration of blocked es-
tates of decedents.
Section 500.201 prohibits all trans-
actions incident to the administration
of the blocked estate of a decedent, in-
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cluding the appointment and qualifica-
tion of personal representatives, the
collection and liquidation of assets, the
payment of claims, and distribution to
beneficiaries. Attention is directed to
§500.523 which authorizes certain trans-
actions in connection with the admin-
istration of blocked estates of dece-
dents and §500.568 which authorizes the
unblocking by specific license of estate
assets to certain heirs under certain
circumstances.

[156 FR 9040, Dec. 19, 1950, as amended at 54
FR 5231, Feb. 2, 1989]

§500.408 Access to certain safe deposit
boxes prohibited.

Section 500.201 prohibits access to
any safe deposit box within the United
States in the custody of any designated
national or containing any property in
which any designated national has any
interest or which there is reasonable
cause to believe contains property in
which any such designated national
has any interest. Attention is directed
to §500.517 which authorizes access to
such safe deposit boxes under certain
conditions.

§500.409 Certain payments to des-
ignated foreign countries and na-
tionals through third countries.

Section 500.201 prohibits any request
or authorization made by or on behalf
of a bank or other person within the
United States to a bank or other per-
son outside of the United States as a
result of which request or authoriza-
tion such latter bank or person makes
a payment or transfer of credit either
directly or indirectly to a designated
national.

[18 FR 2080, Apr. 14, 1953]

§500.410 Currency, coins, and postage
and other stamps.

Currency, coins, and postage and
other stamps issued by North Korea,
North Viet-Nam, Cambodia, or South
Viet-Nam are merchandise of North
Korean, North Vietnamese, Cambodian,
or South Vietnamese origin subject to
§500.204(a)(1).

[41 FR 16554, Apr. 20, 1976]
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§500.411 Dealings abroad in commod-
ities subject to the Regulations.

Section 500.204 prohibits the unli-
censed importation into the United
States of commodities of North Ko-
rean, North Vietnamese, Cambodian, or
South Vietnamese origin. It also pro-
hibits, unless licensed, persons subject
to the jurisdiction of the United States
from purchasing, transporting or oth-
erwise dealing with such commodities
which are outside the United States.

[41 FR 16554, Apr. 20, 1976]

§500.412 Process vs. manufacture.

A commodity subject to §500.204 re-
mains subject howsoever it has been
processed. It should not be assumed
that a commodity which has undergone
operations other than those listed in
§500.204(a)(1), has become a manufac-
tured form of the commodity rather
than a processed form thereof. In case
of question, a ruling should be re-
quested from the Office of Foreign As-
sets Control. Requests for rulings in
the form of license applications or oth-
erwise should include adequate tech-
nical detail. It should be noted that it
is quite possible for merchandise to
have North Korea, North Viet-Nam,
Cambodia, or South Viet-Nam as its
“‘country of origin’ for Foreign Assets
Control purposes while having some
other country as its ‘‘country of ori-
gin” for marking or statistical pur-
poses.

[41 FR 16554, Apr. 20, 1976]

§500.413 Participation in certain de-
velopment projects in Vietnam.

The following examples illustrate the
scope of the authorization in §500.576
for dealings in property in which Viet-
nam or a Vietnamese national has an
interest with respect to development
projects in Vietnam formally proposed
or approved for execution, funding or
sponsorship by a qualified inter-
national institution listed in appendix
A to this part (‘‘Qualified Projects”).

Example # 1: The Government of Vietnam
(‘“Vietnam’’) approaches a U.S. financial
consulting firm (the ¢U.S. Consulting
Firm”’) for advice on building cement plants
in Hanoi and Ho Chi Minh City. The project
might be eligible for funding by the Asian
Development Bank (the ‘“ADB’), and Viet-

§500.413

nam wants the U.S. Consulting Firm’s as-
sistance in conducting a feasibility study for
submission to the ADB. Since the project has
not yet been formally proposed or approved
for funding by the ADB, no involvement of
the U.S. Consulting Firm is authorized pur-
suant to §500.576. However, had the ADB for-
mally proposed the project in its monthly
ADB Business Opportunities as a project being
considered for funding, or had it funded the
feasibility study, §500.576 would authorize
the U.S. Consulting Firm’s transactions.

Example # 2: Upon ADB approval of funding
for the cement plant project, a U.S. company
(the “U.S. Company’’) forms a joint venture
with a Vietnamese company to bid on con-
struction of the cement plants in Hanoi and
Ho Chi Minh City. The joint venture’s bid is
successful, and it purchases construction
equipment from the United States, financed
by a U.S. bank and insured by a U.S. com-
pany. Several items are sourced from the
United States during construction, including
cement equipment, which is covered by a
ten-year service and maintenance agree-
ment. The joint venture agreement calls for
the continued management and operation of
the plants by the U.S. Company after com-
pletion, and for the insurance of the plants
by a U.S. insurance company. Each of these
transactions with respect to the Qualified
Project is authorized by §500.576.

Example # 3: The International Finance
Corporation (“IFC”) offers equity invest-
ment in a Vietnamese company to finance
environmental safeguards for drilling oper-
ations in offshore oil fields. Various U.S. in-
vestors, including venture capital compa-
nies, brokerage firms, and investment banks
contribute capital and receive shares in the
Vietnamese company. This equity invest-
ment in a Qualified Project is authorized by
§500.576. The U.S. companies purchasing
these shares as part of the IFC-sponsored de-
velopment project may hold or resell them,
including resale to other persons subject to
U.S. jurisdiction. Shares acquired by entities
not subject to U.S. jurisdiction may not then
be purchased or repurchased by a person sub-
ject to U.S. jurisdiction.

Example # 4: (a) An Indonesian company
(the ‘““Contractor’) is a successful bidder on
a Qualified Project, and hires a U.S. law firm
to represent it in contract negotiations with
Vietnam to build a fish processing and can-
ning facility in Vietnam funded by the World
Bank. The law firm may represent the Con-
tractor throughout the course of the project
pursuant to §500.576, once the project has
been formally proposed or approved for fund-
ing by the World Bank.

(b) Once the Qualified Project is un-
derway, the Contractor purchases
equipment manufactured in France by
a French company. The long-term serv-
icing of the equipment, however, will
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be provided by the French company’s
U.S. subsidiary. The service trans-
actions are authorized pursuant to
§500.576.

(c) After the processing facility is
completed, Vietnam hires a U.S. mar-
keting firm to develop marketing
strategies for the product worldwide. It
further asks the marketing firm to exe-
cute the strategies it devises and to
represent the product in South-East
Asia, including the domestic market in
Vietnam. The marketing firm in turn
would hire the brokerage services of a
U.S. citizen domiciled in Thailand for
the sale of the product to that country.
These transactions are outside the
scope of §500.576, and violate §500.201,
because they are not directly incident
to the Qualified Project funded by the
World Bank.

[68 FR 68530, Dec. 28, 1993]

Subpart E—Licenses, Authoriza-
tions and Statements of Li-
censing Policy

§500.502 Effect of subsequent license
or authorization.

No license or other authorization
contained in this chapter or otherwise
issued by or under the direction of the
Secretary of the Treasury pursuant to
section 3(a) or 5(b) of the Trading With
the Enemy Act, as amended, shall be
deemed to authorize or validate any
transaction effected prior to the
issuance thereof, unless such license or
other authorization specifically so pro-
vides.

§500.503 Exclusion from licenses and
authorizations.

The Secretary of the Treasury re-
serves the right to exclude from the op-
eration of any license or from the
privilege therein conferred or to re-
strict the applicability thereof with re-
spect to particular persons, trans-
actions or property or classes thereof.
Such action shall be binding upon all
persons receiving actual notice or con-
structive notice thereof.

31 CFR Ch. V (7-1-02 Edition)

§500.504 Certain judicial proceedings
with respect to property of des-
ignated nationals.

(a) Subject to the limitations of
paragraphs (b), (¢) and (d) of this sec-
tion judicial proceedings are author-
ized with respect to property in which
on or since the ‘“‘effective date’ there
has existed the interest of a designated
national.

(b) A judicial proceeding is author-
ized by this section only if it is based
upon a cause of action which accrued
prior to the ‘“‘effective date.”

(c) This section does not authorize or
license:

(1) The entry of any judgment or of
any decree or order of similar or analo-
gous effect upon any judgment book,
minute book, journal or otherwise, or
the docketing of any judgment in any
docket book, or the filing of any judg-
ment roll or the taking of any other
similar or analogous action.

(2) Any payment or delivery out of a
blocked account based upon a judicial
proceeding nor does it authorize the
enforcement or carrying out of any
judgment or decree or order of similar
or analogous effect with regard to any
property in which a designated na-
tional has an interest.

(d) If a judicial proceeding relates to
property in which there exists the in-
terest of any designated national other
than a person who would not have been
a designated national except for his re-
lationship to an occupied area, such
proceeding is authorized only if it is
based upon a claim in which no person
other than any of the following has had
an interest since the ‘“‘effective date’’:

(1) A citizen of the United States;

(2) A corporation organized under the
laws of the United States or any State,
territory or possession thereof, or the
District of Columbia;

(3) A natural person who is and has
been since the ‘‘effective date’ a resi-
dent of the United States and who has
not been a specially designated na-
tional;

(4) A legal representative (whether or
not appointed by a court of the United
States) or successor in interest by in-
heritance, device, bequest, or operation
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of law, who falls within any of the cat-
egories specified in paragraphs (d) (1),
(2) and (3) of this section but only to
the same extent that their principals
or predecessors would be qualified by
such paragraph.

§500.505 Certain persons unblocked.

(a) The following persons are hereby
licensed as unblocked nationals:

(1) Any person resident in, or orga-
nized under the laws of a jurisdiction
in, the United States or the authorized
trade territory who or which has never
been a designated national;

(2) Any individual resident in the
United States who is not a specially
designated national; and

(3) Any corporation, partnership or
association that would be a designated
national solely because of the interest
therein of an individual licensed in
paragraph (a) or (b) of this section as
an unblocked national.

(b) Individual nationals of a des-
ignated country who take up residence
in the authorized trade territory may
apply to the Office of Foreign Assets
Control to be specifically licensed as
unblocked nationals.

(c) The licensing of any person as an
unblocked national shall not suspend
the requirements of any section of this
chapter relating to the maintenance or
production of records.

[50 FR 27436, July 3, 1985, as amended at 54
FR 5232, Feb. 2, 1989]

§§ 500.506-500.507 [Reserved]

§500.508 Payments to blocked ac-
counts in domestic banks.

(a) Any payment or transfer of credit
to a blocked account in a domestic
bank in the name of any designated na-
tional is hereby authorized providing
such payment or transfer shall not be
made from any blocked account if such
payment or transfer represents, di-
rectly or indirectly, a transfer of the
interest of a designated national to any
other country or person.

(b) This section does not authorize:

(1) Any payment or transfer to any
blocked account held in a name other
than that of the designated national
who is the ultimate beneficiary of such
payment or transfer; or

§500.509

(2) Any foreign exchange transaction
including, but not by way of limita-
tion, any transfer of credit, or payment
of an obligation, expressed in terms of
the currency of any foreign country.

(c) This section does not authorize
any payment or transfer of credit com-
prising an integral part of a trans-
action which cannot be effected with-
out the subsequent issuance of a fur-
ther license.

(d) This section does not authorize
the crediting of the proceeds of the sale
of securities held in a blocked account
or a sub-account thereof, or the income
derived from such securities, to a
blocked account or sub-account under
any name or designation which differs
from the name or designation of the
specific blocked account or sub-ac-
count in which such securities are held.

(e) This section does not authorize
any payment or transfer from a
blocked account in a domestic bank to
a blocked account in another domestic
bank held under any name or designa-
tion which differs from the name or
designation of the specific blocked ac-
count or sub-account from which the
payment or transfer is made.

NOTE TO §500.508: Please refer to §501.603 of
this chapter for mandatory reporting re-
quirements regarding financial transfers.

[40 FR 7649, Feb. 21, 1975, as amended at 58
FR 47644, Sept. 10, 1993; 62 FR 45101, Aug. 25,
1997]

§500.509 Entries in certain accounts
for normal service charges.

(a) Any banking institution within
the United States is hereby authorized
to:

(1) Debit any blocked account with
such banking institution (or with an-
other office within the United States of
such banking institution) in payment
or reimbursement for normal service
charges owed to such banking institu-
tion by the owner of such blocked ac-
count.

(2) Make book entries against any
foreign currency account maintained
by it with a banking institution in any
designated foreign country for the pur-
pose of responding to debits to such ac-
count for normal service charges in
connection therewith.

(b) As used in this section, the term
normal service charge shall include

503



§500.510

charges in payment or reimbursement
for interest due; cable, telegraph, or
telephone charges; postage costs; cus-
tody fees; small adjustment charges to
correct bookkeeping errors; and, but
not by way of limitation, minimum
balance charges, account carrying
charges, notary and protest fees, and
charges for reference books, photo-
stats, credit reports, transcripts of
statements, registered mail insurance,
stationery and supplies, check books,
and other similar items.

§500.510 Payments to the United
S.tates, States and political subdivi-
sions.

(a) The payment from any blocked
account to the United States or any
agency or instrumentality thereof or
to any State, territory, district, coun-
ty, municipality or other political sub-
division in the United States, of cus-
toms duties, taxes, and fees payable
thereto by the owner of such blocked
account is hereby authorized.

(b) This section also authorizes
transactions incident to the payment
of customs duties, taxes, and fees from
blocked accounts, such as the levying
of assessment, the creation and en-
forcement of liens, and the sale of
blocked property in satisfaction of
liens for customs duties, taxes, and
fees.

§500.511 Transactions by certain busi-
ness enterprises.

(a) Except as provided in paragraphs
(b), (¢) and (d) of this section any part-
nership, association, corporation or
other organization which on the ‘‘ef-
fective date” was actually engaged in a
commercial, banking or financial busi-
ness within the United States and
which is a national of any designated
foreign country, is hereby authorized
to engage in all transactions ordinarily
incidental to the normal conduct of its
business activities within the United
States.

(b) This section does not authorize
any transaction which would require a
license if such organization were not a
national of any designated foreign
country.

(c) This section does not authorize
any transaction by a specially des-
ignated national.

31 CFR Ch. V (7-1-02 Edition)

(d) Any organization engaging in
business pursuant to this section shall
not engage in any transaction, pursu-
ant to this section or any other license
or authorization contained in this
chapter, which, directly or indirectly,
substantially diminishes or imperils
the assets of such organization or oth-
erwise prejudicially affects the finan-
cial position of such organization.

(e) No dealings with regard to any ac-
count shall be evidence that any person
having an interest therein is actually
engaged in commercial, banking or fi-
nancial business within the TUnited
States.

§500.513 Purchase and sale of certain
securities.

(a) The bona fide purchase and sale of
securities on a national securities ex-
change by banking institutions within
the United States for the account, and
pursuant to the authorization, of na-
tionals of any designated foreign coun-
try and the making and receipt of pay-
ments, transfers of credit, and trans-
fers of such securities which are nec-
essary incidents of any such purchase
or sale are hereby authorized provided
the following terms and conditions are
complied with:

(1) In the case of the purchase of se-
curities, the securities purchased shall
be held in an account in a banking in-
stitution within the United States in
the name of the national whose ac-
count was debited to purchase such se-
curities; and

(2) In the case of the sale of securi-
ties, the proceeds of the sale shall be
credited to an account in the name of
the national for whose account the sale
was made and in the banking institu-
tion within the United States which
held the securities of such national.

(b) This section does not authorize
the crediting of the proceeds of the sale
of securities held in a blocked account
or a subaccount thereof, to a blocked
account or subaccount under any name
or designation which differs from the
name or designation of the specific
blocked account or subaccount in
which such securities were held.

(c) Securities issued or guaranteed by
the Governm