
Fried Frank International Trade  

and Investment Alert


 

 

Fried Frank International Trade and Investment Alert™ No. 14-12-12 12/12/14 

Copyright © 2014  Fried, Frank, Harris, Shriver & Jacobson LLP.  All rights reserved.  International Trade and Investment Practice Group. 

Attorney Advertising.  Prior results do not guarantee a similar outcome. 

OFAC Issues Guidance on Russian Debt and 
Energy Sector Sanctions  

On December 11, 2014, the U.S. Treasury Department’s Office of Foreign Assets Control (“OFAC”) 

issued three new Frequently Asked Questions (“FAQs”) on its Russia sanctions program.  These FAQs 

provide guidance on the following aspects of its sanctions under the Sectoral Sanctions Identification 

(“SSI”) List: 

1. The effect of debt prohibitions on payment terms for sales of goods and services to SSI entities. 

2. The scope of the term “production” in relation to oil. 

3. The scope of the term “Arctic offshore projects.” 

OFAC publishes FAQs on many of its sanctions programs, and has issued several FAQs on the Russia 

sectoral sanctions in particular.  Perhaps because these sectoral sanctions are unique among OFAC 

programs, industry has had many questions on specific aspects of the SSI directives.  Since OFAC’s 

FAQs are its primary public explanations of its interpretation of these directives, these FAQ releases are 

important to understand for any companies doing business in or with Russia. 

Payment Terms 

Directives 1, 2, and 3 prohibit the extension of new debt of longer than 30 or 90 days to SSI entities.  
However, the sale or provision of goods and services to those SSI entities is not itself prohibited.  
Therefore, U.S. persons may not extend payment terms of 30 or 90 days or more to SSI entities.  In the 
FAQs, OFAC clarified the following: 

 For the sale of goods, the payment terms should start at the point at which title or ownership of 
the goods transfers to the SSI entity.  

 For the provision of services or subscription arrangements, the payment terms should start at the 
point when the final invoice issued. 

 For progress payments for long-term projects, the payment terms should start at the point when 
each final invoice is issued.  

OFAC notes that if you believe payment may not be received within the permitted 30 or 90-day period, 
you should contact OFAC to determine whether a license may be required. 

http://www.treasury.gov/resource-center/faqs/Sanctions/Pages/answers2.aspx#419
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Oil “Production” 

Directive 4 prohibits certain activities in support of exploration or production for Russian frontier projects 
that have the potential to produce oil.  However, the term “production” was left defined.  OFAC has 
clarified that under Directive 4, the term “production” refers to the “lifting of oil to the surface and the 
gathering, treating, field processing, and field storage of such oil. The production stage of a project ends 
when extracted oil is transported out of a field production storage tank or otherwise off of a field 
production site.”  Therefore, the key dividing line for defining oil “production” is whether the activity occurs 
while the oil is located at the production field.   Directive 4 does not prohibit activities related only to 
refining, transportation, or other services taking place after oil has left the field production site. 

Arctic Offshore Projects 

The frontier oil projects subject to Directive 4 include “Arctic offshore projects,” another term that had 
been undefined.  OFAC has now clarified the term “Arctic offshore projects” to include projects in areas 
that “(1) involve drilling operations originating offshore, and (2) are located above the Arctic Circle.”  
Therefore, it does not include horizontal drilling operations originating onshore where the drilling extends 
under the seabed to areas above the Arctic Circle.  This interpretation, like OFAC’s previous 
interpretation of the term “shale projects,” provides clarity for industry and limits the potential reach of 
Directive 4. 

If you have any questions regarding these FAQs or how OFAC sanctions may affect your business, 

please reach out to the contacts listed below. 
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This alert is not intended to provide legal advice, and no legal or business decision should be based on its 
content. If you have any questions about the contents of this alert, please call your regular Fried Frank 
contact or an attorney listed below: 

Contacts:  
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