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§536.405 Transactions incidental to a
licensed transaction.

Any transaction ordinarily incident
to a licensed transaction and necessary
to give effect thereto is also author-
ized, except a transaction by an unli-
censed, specially designated narcotics
trafficker or involving a debit to a
blocked account or a transfer of
blocked property not explicitly author-
ized within the terms of the license.

§536.406 Provision of services.

(a) Except as provided in §536.205, the
prohibitions contained in §536.201 apply
to services performed by U.S. persons,
wherever located:

(1) On behalf of, or for the benefit of,
a specially designated narcotics traf-
ficker; or

(2) With respect to property interests
of a specially designated narcotics traf-
ficker.

(b) Example: U.S. persons may not,
except as authorized by the Office of
Foreign Assets Control by or pursuant
to this part, provide legal, accounting,
financial, Dbrokering, freight for-
warding, transportation, public rela-
tions, educational, or other services to
a specially designated narcotics traf-
ficker. See §536.506, with respect to cer-
tain authorized legal services.

§536.407 Offshore transactions.

The prohibitions contained in
§5636.201 apply to transactions by U.S.
persons in locations outside the United
States with respect to property which
the U.S. person knows, or has reason to
know, is held in the name of a specially
designated narcotics trafficker, or in
which the U.S. person knows, or has
reason to know, a specially designated
narcotics trafficker has or has had an
interest since the effective date.

§536.408 Alleged change in ownership
or control of an entity designated
as a specially designated narcotics
trafficker.

(a) A change or alleged change in
ownership or control of an entity des-
ignated as a specially designated nar-
cotics trafficker shall not be the basis
for removal of that entity from the Of-
fice of Foreign Assets Control’s Spe-
cially Designated Nationals and
Blocked Persons List unless, upon in-
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vestigation by the Office of Foreign As-
sets Control and submission of evi-
dence by the entity, it is demonstrated
to the satisfaction of the Director of
the Office of Foreign Assets Control
that the transfer to a bona fide pur-
chaser at arm’s length is legitimate
and that the entity no longer meets
the criteria for designation under
§536.312. Evidence submitted must con-
clusively demonstrate that all ties
with other specially designated nar-
cotics traffickers have been completely
severed, and may include, but is not
limited to, articles of incorporation;
identification of new directors, offi-
cers, shareholders, and sources of cap-
ital; and contracts evidencing the sale
of the entity to its new owners.

(b) Any continuing substantial finan-
cial obligations on the part of the new
owners to any specially designated nar-
cotics traffickers, including long-term
payment plans, leases, or rents, will be
considered as evidence of continuing
control of the entity by the specially
designated narcotics trafficker. Pur-
chase of a designated entity without
ongoing substantial financial obliga-
tions to a specially designated nar-
cotics trafficker may nonetheless be a
basis for subsequent designation of the
purchaser, if the transaction is deter-
mined materially to assist in or pro-
vide financial support for the narcotics
trafficking activities of specially des-
ignated narcotics traffickers for pur-
poses of §536.312(b)(2). For example, any
acquisition transaction resulting in a
direct cash transfer to or other enrich-
ment of a specially designated nar-
cotics trafficker could lead to designa-
tion of the purchaser. Mere change in
name of an entity will not be consid-
ered as constituting a change of the en-
tity’s status.

[62 FR 9960, Mar. 5, 1997, as amended at 76 FR
38536, June 30, 2011]

§536.409 Credit extended and cards
issued by U.S. financial institutions.
The prohibition in §536.201 on dealing
in property in which a specially des-
ignated narcotics trafficker has an in-
terest prohibits U.S. financial institu-
tions from performing under any exist-
ing credit agreements, including, but
not limited to, charge cards, debit
cards, or other credit facilities issued
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by a U.S. financial institution to a per-
son designated under this part.

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

§536.501 Effect of license or authoriza-
tion.

(a) No license or other authorization
contained in this part, or otherwise
issued by or under the direction of the
Director of the Office of Foreign Assets
Control, shall be deemed to authorize
or validate any transaction effected
prior to the issuance of the license, un-
less specifically provided in such li-
cense or authorization.

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

(¢c) Any regulation, ruling, instruc-
tion, or license authorizing any trans-
action otherwise prohibited under this
part has the effect of removing a prohi-
bition or prohibitions contained in this
part from the transaction, but only to
the extent specifically stated by its
terms. Unless the regulation, ruling,
instruction, or license otherwise speci-
fies, such an authorization does not
create any right, duty, obligation,
claim, or interest in, or with respect
to, any property which would not oth-
erwise exist under ordinary principles
of law.

§536.502 Exclusion from licenses and
authorizations.

The Director of the Office of Foreign
Assets Control reserves the right to ex-
clude any person, property, or trans-
action from the operation of any li-
cense, or from the privileges therein
conferred, or to restrict the applica-
bility thereof with respect to par-
ticular persons, property, transactions,
or classes thereof. Such action shall be
binding upon all persons receiving ac-
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tual or constructive notice of such ex-
clusion or restriction.

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

(a) Any payment of funds or transfer
of credit or other financial or economic
resources or assets into a blocked ac-
count in a U.S. financial institution is
authorized, provided that a transfer
from a blocked account pursuant to
this authorization may only be made
to another blocked account held in the
same name on the books of the same
U.S. financial institution.

(b) This section does not authorize
any transfer from a blocked account
within the United States to an account
held outside the United States.

NOTE TO §536.503: Please refer to §501.603 of
this chapter for mandatory reporting re-
quirements regarding financial transfers.

[62 FR 9960, Mar. 5, 1997, as amended at 62 FR
45107, Aug. 25, 1997]

§536.504 Investment and reinvestment
of certain funds.

(a) U.S. financial institutions are
hereby authorized and directed to in-
vest and reinvest assets held in blocked
accounts in the name of a specially
designated narcotics trafficker, subject
to the following conditions:

(1) The assets representing such in-
vestments and reinvestments are cred-
ited to a blocked account or sub-ac-
count which is in the name of the spe-
cially designated narcotics trafficker
and which is located in the United
States or within the possession or con-
trol of a U.S. person; and

(2) The proceeds of such investments
and reinvestments are not credited 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 funds or securities
were held; and

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

(b)(1) U.S. persons seeking to avail
themselves of this authorization must
register with the Office of Foreign As-
sets Control, Blocked Assets Division,
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