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598.313 Significant foreign narcotics traf-
ficker. 

598.314 Specially designated narcotics traf-
ficker. 

598.315 Specific license. 
598.316 Transfer. 
598.317 United States. 
598.318 United States person; U.S. person. 
598.319 U.S. financial institution. 

Subpart D—Interpretations 

598.401 Reference to amended sections. 
598.402 Effect of amendment. 
598.403 Termination and acquisition of an 

interest in blocked property. 
598.404 Setoffs prohibited. 
598.405 Transactions incidental to a licensed 

transaction. 
598.406 Provision of services. 
598.407 Offshore transactions. 
598.408 Alleged change in ownership or con-

trol of an entity designated as a specially 
designated narcotics trafficker. 

598.409 Credit extended and cards issued by 
U.S. financial institutions. 

598.410 Payments from blocked accounts to 
U.S. exporters and for other obligations 
prohibited. 

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

598.501 General and specific licensing proce-
dures. 

598.502 Effect of license. 
598.503 Exclusion from licenses. 
598.504 Payments and transfers to blocked 

accounts in U.S. financial institutions. 
598.505 Investment and reinvestment of cer-

tain funds. 
598.506 Entries in certain accounts for nor-

mal service charges authorized. 
598.507 Provision of certain legal services 

authorized. 

Subpart F—Reports 

598.601 Records and reports. 

Subpart G—Penalties 

598.701 Penalties. 
598.702 Prepenalty notice. 
598.703 Response to prepenalty notice; infor-

mal settlement. 
598.704 Penalty imposition or withdrawal. 
598.705 Administrative collection; referral 

to United States Department of Justice. 
598.706 Judicial review of civil penalty. 

Subpart H—Procedures 

598.801 Procedures. 
598.802 Availability of information pursuant 

to the Freedom of Information Act. 
598.803 Delegation by the Secretary of the 

Treasury. 

Subpart I—Paperwork Reduction Act 

598.901 Paperwork Reduction Act notice. 

AUTHORITY: 3 U.S.C. 301; 21 U.S.C. 1901–1908; 
31 U.S.C. 321(b); Pub. L. 101–410, 104 Stat. 890 
(28 U.S.C. 2461 note). 

SOURCE: 65 FR 41336, July 5, 2000, unless 
otherwise noted. 

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

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

(a) This part is separate from, and 
independent of, the other parts of this 
chapter, including part 536 of this chap-
ter, ‘‘Narcotics Trafficking Sanctions 
Regulations,’’ with the exception of 
part 501 of this chapter, the provisions 
of which apply to this part. Actions 
taken pursuant to part 501 of this chap-
ter with respect to the prohibitions 
contained in this part are considered 
actions taken pursuant to this part. 
Differing foreign policy and national 
security contexts may result in dif-
fering interpretations of similar lan-
guage among the parts of this chapter. 
No license or authorization contained 
in or issued pursuant to those other 
parts authorizes any transaction pro-
hibited by this part. No license or au-
thorization contained in or issued pur-
suant to any other provision of law or 
regulation authorizes any transaction 
prohibited by this part. 

(b) No license contained in or issued 
pursuant to this part relieves the in-
volved parties from complying with 
any other applicable laws or regula-
tions. 

Subpart B—Prohibitions 
§ 598.201 Applicability of sanctions. 

A specially designated narcotics traf-
ficker is subject to any and all sanc-
tions authorized by the Foreign Nar-
cotics Kingpin Designation Act and im-
plemented in this part. The application 
of sanctions on any specially des-
ignated narcotics trafficker will re-
main in effect until revoked by the 
President pursuant to section 804(h)(2) 
of the Foreign Narcotics Kingpin Des-
ignation Act, waived by the President 
pursuant to section 804(g)(1) of that 
Act, or revoked by the Secretary of the 
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Treasury pursuant to section 
805(e)(1)(A) of that Act. 

§ 598.202 Blocking of assets. 
Except to the extent provided in reg-

ulations, orders, instructions, licenses, 
or directives issued pursuant to this 
part, and notwithstanding any contract 
entered into or any license or permit 
granted prior to the effective date, 
there are blocked as of the effective 
date, and any date thereafter, all such 
property and interests in property 
within the United States, or within the 
possession or control of any United 
States person, which are owned or con-
trolled by a specially designated nar-
cotics trafficker. 

§ 598.203 Prohibited transactions in-
volving blocked property. 

(a) Except to the extent provided in 
regulations, orders, instructions, li-
censes, or directives issued pursuant to 
this part, and notwithstanding any 
contract entered into or any license or 
permit granted prior to the effective 
date, any transaction or dealing by a 
United States person, or within the 
United States, in property or interests 
in property of a specially designated 
narcotics trafficker is prohibited. 

(b) Unless otherwise authorized by 
this part or by a specific license ex-
pressly referring to this section, any 
dealing in any security (or evidence 
thereof) held within the possession or 
control of a U.S. person and either reg-
istered or inscribed in the name of or 
known to be held for the benefit of any 
specially designated narcotics traf-
ficker is prohibited. This prohibition 
includes but is not limited to the 
transfer (including the transfer on the 
books of any issuer or agent thereof), 
disposition, transportation, importa-
tion, exportation, or withdrawal of any 
such security or the endorsement or 
guaranty of signatures on any such se-
curity. 

(c) When a transaction results in the 
blocking of funds at a financial 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. 

§ 598.204 Evasions; attempts; conspir-
acies. 

Except to the extent provided in reg-
ulations, orders, instructions, licenses, 
or directives issued pursuant to this 
part, and notwithstanding any contract 
entered into or any license or permit 
granted prior to the effective date, any 
transaction or dealing by any United 
States person, or within the United 
States, that evades or avoids, or has 
the effect of evading or avoiding, and 
any endeavor, attempt, or conspiracy 
to violate any of the prohibitions set 
forth in this part is prohibited. 

§ 598.205 Effect of transfers violating 
the provisions of this part. 

(a) Any transfer after the effective 
date that is in violation of any provi-
sion of this part or of any regulation, 
order, directive, ruling, instruction, or 
license issued pursuant to this part, 
and that involves any property or in-
terest in property of a specially des-
ignated narcotics trafficker is null and 
void and shall not be the basis for the 
assertion or recognition of any interest 
in or right, remedy, power, or privilege 
with respect to such property or prop-
erty interests. 

(b) No transfer before the effective 
date shall be the basis for the assertion 
or recognition of any right, remedy, 
power, or privilege with respect to, or 
any interest in, any property or inter-
est in property of a specially des-
ignated narcotics trafficker, unless the 
person with whom such property is 
held or maintained, prior to that date, 
had written notice of the transfer or by 
any written evidence had recognized 
such transfer. 

(c) Unless otherwise provided, an ap-
propriate license or other authoriza-
tion issued by or pursuant to the direc-
tion or authorization of the Director of 
the Office of Foreign Assets Control be-
fore, during, or after a transfer shall 
validate such transfer or make it en-
forceable to the same extent that it 
would be valid or enforceable but for 
the provisions of the Foreign Narcotics 
Kingpin Designation Act, this part, and 
any regulation, order, directive, ruling, 
instruction, or license issued pursuant 
to this part. 
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(d) Property transfers that otherwise 
would be null and void or unenforce-
able 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 per-
son 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 violation of the provisions of 
this part 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 issued pursuant to this part and 
was not so licensed, or if a license did 
purport to cover the transfer, that such 
license had been obtained by misrepre-
sentation of a third party or with-
holding of material facts or was other-
wise fraudulently obtained; and 

(3) The person with whom such prop-
erty was held or maintained filed with 
the Office of Foreign Assets Control a 
report setting forth in full the cir-
cumstances relating to such transfer 
promptly upon discovery that: 

(i) Such transfer was in violation of 
the provisions of this part or any regu-
lation, ruling, instruction, direction, or 
license issued pursuant to this part; 

(ii) Such transfer was not licensed or 
authorized by the Director of the Office 
of Foreign Assets Control; or 

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

NOTE TO PARAGRAPH (d) OF § 598.205: The fil-
ing of a report in accordance with the provi-
sions of paragraph (d)(3) of this section shall 
not be deemed evidence that the terms of 
paragraphs (d)(1) and (2) of this section have 
been satisfied. 

(e) Unless licensed or authorized pur-
suant to this part, any attachment, 
judgment, decree, lien, execution, gar-
nishment, or other judicial process is 
null and void with respect to any prop-
erty in which on or since the effective 

date there existed an interest of a spe-
cially designated narcotics trafficker. 

§ 598.206 Holding of funds in interest- 
bearing accounts; investment and 
reinvestment. 

(a) Except as provided in paragraph 
(c) or (d) of this section, or as other-
wise directed by the Office of Foreign 
Assets Control, any U.S. person hold-
ing funds, such as currency, bank de-
posits, or liquidated financial obliga-
tions, subject to § 598.202 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, pro-
vided the funds are earning interest at 
rates that are commercially reason-
able; or 

(ii) With a broker or dealer registered 
with the Securities and Exchange Com-
mission under the Securities Exchange 
Act of 1934, provided the funds are in-
vested in a money market fund or in 
U.S. Treasury bills. 

(2) For purposes of this section, a 
rate is commercially reasonable if it is 
the rate currently offered to other de-
positors on deposits or instruments of 
comparable size and maturity. 

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

(c) Blocked funds held in instruments 
the maturity of which exceeds 180 days 
at the time the funds become subject 
to § 598.202 may continue to be held 
until maturity in the original instru-
ment, provided any interest, earnings, 
or other proceeds derived therefrom are 
paid into a blocked interest-bearing ac-
count in accordance with paragraph (b) 
or (d) of this section. 

(d) Blocked funds held in accounts or 
instruments outside the United States 
at the time the funds become subject 
to § 598.202 may continue to be held in 
the same type of accounts or instru-
ments, provided the funds earn interest 
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at rates that are commercially reason-
able. 

(e) This section does not create an af-
firmative obligation for the holder of 
blocked tangible property, such as 
chattels or real estate, or of other 
blocked property, such as debt or eq-
uity securities, to sell or liquidate such 
property at the time the property be-
comes subject to § 598.202. 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 that provides immediate finan-
cial or economic benefit or access to 
specially designated narcotics traf-
fickers, nor may their holder cooperate 
in or facilitate the pledging or other 
attempted use as collateral of blocked 
funds or other assets. 

NOTE TO § 598.206: Please refer to § 598.505 
for authorized investment and reinvestment 
of certain funds held in blocked accounts. 

Subpart C—General Definitions 
§ 598.301 Blocked account; blocked 

property. 
The terms blocked account and blocked 

property mean any account or property 
subject to § 598.202 held in the name of 
a specially designated narcotics traf-
ficker, or in which a specially des-
ignated narcotics trafficker has an in-
terest, and with respect to which pay-
ments, transfers, exportations, with-
drawals, or other dealings may not be 
made or effected except pursuant to an 
authorization or license from the Of-
fice of Foreign Assets Control author-
izing such action. 

§ 598.302 Effective date. 
The term effective date refers to the 

effective date of the applicable prohibi-
tions and directives of this part, which 
is December 3, 1999, or, in the case of 
specially designated narcotics traf-
fickers designated after that date, the 
earlier of the date on which actual or 
constructive notice of such designation 
is received. 

§ 598.303 Entity. 
The term entity means a partnership, 

joint venture, association, corporation, 
organization, network, group, or sub-

group, or any form of business collabo-
ration. 

§ 598.304 Foreign Narcotics Kingpin 
Designation Act. 

The term Foreign Narcotics Kingpin 
Designation Act means the Foreign Nar-
cotics Kingpin Designation Act, Pub. 
L. 106–120, title 8, 113 Stat. 1606, 1626– 
1636 (codified at 21 U.S.C. 1901–1908, 8 
U.S.C. 1182(a)(2)(C)). 

§ 598.305 Foreign person. 
The term foreign person means any 

citizen or national of a foreign state or 
any entity not organized under the 
laws of the United States, but does not 
include a foreign state. 

§ 598.306 General license. 
The term general license means any li-

cense or authorization the terms of 
which are set forth in this part. 

§ 598.307 Interest. 
Except as otherwise provided in this 

part, the term interest when used with 
respect to property (e.g., an interest in 
property) means an interest of any na-
ture whatsoever, direct or indirect. 

§ 598.308 License. 
Except as otherwise specified, the 

term license means any license or au-
thorization contained in or issued pur-
suant to this part. 

§ 598.309 Narcotic drug; controlled 
substance; listed chemical. 

The terms narcotic drug, controlled 
substance, and listed chemical have the 
meanings given those terms in section 
102 of the Controlled Substances Act 
(21 U.S.C. 802). 

§ 598.310 Narcotics trafficking. 
The term narcotics trafficking means 

any illicit activity to cultivate, 
produce, manufacture, distribute, sell, 
finance, or transport narcotic drugs, 
controlled substances, or listed chemi-
cals, or otherwise endeavor or attempt 
to do so, or to assist, abet, conspire, or 
collude with others to do so. 

§ 598.311 Person. 
The term person means an individual 

or entity. 

VerDate Aug<31>2005 08:35 Jul 30, 2008 Jkt 214122 PO 00000 Frm 00501 Fmt 8010 Sfmt 8010 Y:\SGML\214122.XXX 214122rf
re

de
ric

k 
on

 P
R

O
D

1P
C

67
 w

ith
 C

F
R


		Superintendent of Documents
	2014-10-06T08:24:15-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




