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Trump Administration Tightens Cuba Sanctions 
On June 16, 2017, President Trump announced a revised U.S. policy toward Cuba, partially reversing the 
more liberal Cuba policy pursued by President Obama beginning in December 2014.  The main practical 
effects of the new policy are that U.S. persons may no longer pursue “individual people-to-people travel” 
to Cuba or transact with Cuban military and intelligence agencies and their controlled affiliates.  Although 
President Trump strongly opposed the Obama administration’s approach to U.S.-Cuba relations, the 
policy announced on Friday rolls back only a limited portion of the trade reforms enacted over the past 
two years.  The Departments of Commerce and the Treasury are required to initiate a process within 30 
days to amend their Cuba-related regulations, and the newly announced changes will not take effect until 
those regulations are final. 

This development follows months of speculation that President Trump would adopt a harder line toward 
Cuba relations than his predecessor.  President Obama pursued a campaign of liberalization of U.S.-
Cuba relations during his last two years in office, including reestablishment of diplomatic relations and 
expansion of the ability of U.S. persons to travel to Cuba and do business in and with Cuba.  In contrast, 
Donald Trump’s statements on the campaign trail indicated full support for the U.S. embargo against 
Cuba and opposition to the Obama administration’s reforms.  President Trump’s new policy does not 
terminate diplomatic relations or close the U.S. embassy in Havana, although it does restrict U.S. travel 
and business opportunities in a modest way.  The U.S. Department of the Treasury’s Office of Foreign 
Assets Control (OFAC) also published frequently asked questions in connection with the new policy, and 
the White House published a fact sheet. 

We summarize below the important provisions of the new policy and key takeaways from these policy 
developments. 

President Trump’s Cuba Policy 

The White House indicated that the new policy is designed to achieve four objectives: 

1. Enhance compliance with U.S. law—in particular the provisions that govern the embargo of Cuba and 
the ban on tourism; 

2. Hold the Cuban regime accountable for oppression and human rights abuses ignored under the 
Obama policy; 

3. Further the national security and foreign policy interests of the United States and those of the Cuban 
people; and 

https://www.whitehouse.gov/the-press-office/2017/06/16/national-security-presidential-memorandum-strengthening-policy-united
http://www.friedfrank.com/siteFiles/Publications/12-17-2014-FINAL-%20President%20Obama%20Announces%20Reestablishment.pdf
https://www.treasury.gov/resource-center/sanctions/Programs/Documents/cuba_faqs_20170616.pdf
https://www.whitehouse.gov/blog/2017/06/16/fact-sheet-cuba-policy
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4. Lay the groundwork for empowering the Cuban people to develop greater economic and political 
liberty. 

The most important changes for U.S. businesses and travelers are that this new policy: 

• Prohibits new transactions with the Cuban military, intelligence, or security services and their 
affiliates, including the Grupo de Administracion Empresarial S.A. (GAESA) conglomerate; 
and 

• Prohibits “individual people-to-people travel” and requires OFAC to regularly audit the records 
of U.S. travelers to Cuba to ensure compliance with U.S.-Cuba sanctions. 

Restriction on business with the Cuban military and GAESA 

The new policy will prohibit transactions with entities under the control of, or acting for or on behalf of, the 
Cuban military, intelligence, or security services, including GAESA, as well as their affiliates and 
subsidiaries.  The State Department will issue a list of these prohibited entities. 

GAESA is deeply entrenched in the Cuban economy, particularly the sectors that touch international 
trade, such as tourism and shipping.  The agency is led by Luis Alberto Rodriguez, Raul Castro’s son-in-
law.  GAESA owns or controls a vast array of investments in Cuba that do not outwardly bear any 
connection to the Cuban military.  It owns the new Cuban container ship terminal in Mariel and controls 
the surrounding foreign trade zone.  It also owns most tourist-related businesses in Cuba, such as retail 
chains and restaurants in the tourist area of Havana, and foreign run hotels on the island, including the 
Four Points by Sheraton Havana, the only U.S. hotel to open in Cuba since the recent liberalization of 
U.S. sanctions.   

OFAC’s FAQs indicate that a grandfathering provision will protect pre-existing commercial arrangements.  
Therefore, direct transactions with these newly prohibited entities will be permitted if those commercial 
engagements were in place prior to the issuance of the forthcoming regulations.  Otherwise, U.S. 
businesses that have considered future plans to open U.S.-Cuba trade via the Mariel container ship 
terminal and foreign trade zone, or to enter many parts of the Cuban tourist industry, are likely to be 
prohibited from pursuing these plans.  In fact, one goal of the rule change is to direct more U.S. business 
to private, small Cuban businesses. 

Additionally, the policy expands the Cuban Assets Control Regulations’ (CACR) definition of “prohibited 
officials of the Government of Cuba” to prohibit U.S. persons from transacting with a wider range of 
Cuban government ministers and local governments, as well as other Cuban state agencies, Cuban labor 
unions, and Cuban media organizations. 

Prohibition on “individual people-to-people travel” and required audits 

The new policy will end the practice of “individual people-to-people travel” for U.S. persons traveling to 
Cuba.  As part of President Obama’s reforms, the CACR was amended to include a general license for 
“individual people-to-people travel,” which allowed Americans to travel to Cuba as individuals for the 
purpose of enhancing contact with the Cuban people.  This authorization fueled a large increase in U.S. 
travel to Cuba.  The Trump administration views this general license as a way to end run the statutory 
ban on tourist travel to Cuba.  Going forward, “people-to-people travel” that is not under the auspices of 
an academic organization will be limited to group travel rather than self-directed individual travel. 
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OFAC’s FAQs indicate that any traveler that has initiated travel plans prior to the announcement of the 
new policy on June 16, 2017 (i.e., has completed at least one Cuba travel-related transaction, such as 
purchasing a flight or reserving accommodation in Cuba) will fall under an effective safe harbor.  In that 
case, all additional travel-related transactions for that trip would also be authorized, whether the trip 
occurs before or after OFAC’s amendments to the CACR are issued. 

The agency will also be required to audit U.S. travel to Cuba to ensure compliance with the sanctions 
regulations.  The CACR currently provide that any American traveling to Cuba must keep full and 
accurate records of all transactions related to authorized travel and retain them for five years.  This 
provision has not been widely enforced.  It is unclear what mechanism any future audits will take.  The 
new policy requires that OFAC provide a report on the results of the new audit provisions 180 days from 
their enactment. 

Key Takeaways 

President Trump’s new policy toward U.S.-Cuba relations represents a change from the recent 
liberalization of relations in the last two years of the Obama administration.  Though the Obama-era 
changes have not been fully reversed, this policy may signal a new era of greater restrictions on the 
ability of U.S. businesses and travelers to transact with Cuba.  U.S. companies that have done business 
with Cuba in recent years should carefully review their operations to determine if they have been 
transacting with the Cuban military, GAESA, or their affiliates.  While there will be a grandfathering 
provision, it remains to be seen how broadly the future regulations and guidance will extend that 
grandfathering provision.  The effect on future U.S. business opportunities in Cuba will also be 
determined by the specific regulations, as well as any changes Cuba may make to the organization or 
ownership of its state-owned enterprises.  The changes to U.S.-Cuba sanctions policy will not take effect 
until OFAC implements amendments to the CACR.  Although OFAC is required to begin the rule-making 
process within 30 days, the implementation process may take several months.  

If you have any questions regarding the Cuba sanctions program or how it may affect your business, 
please reach out to the contacts listed below. 

* * * 

Authors: 

Michael T. Gershberg 

Justin A. Schenck 
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A Delaware Limited Liability Partnership  

Fried Frank International Trade and Investment Alert™ is published by the International Trade and Investment Practice Group of  
Fried, Frank, Harris, Shriver & Jacobson LLP. 

Fried Frank International Trade and Investment Alert™ is provided free of charge to subscribers. If you would like to subscribe to this E-mail 
service, please send an E-mail message to CRMTeam@friedfrank.com and include your name, title, organization or company, mail address, 
telephone and fax numbers, and E-mail address. 

To unsubscribe from all Fried Frank E-mail Alerts and electronic mailings, send a blank E-mail to unsubscribe@friedfrank.com. 

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 the attorneys listed below: 

Contacts:  

Washington, D.C. 

Michael T. Gershberg +1.202.639.7085 michael.gershberg@friedfrank.com 

London 

Dr. Tobias Caspary +44.20.7972.9618 tobias.caspary@friedfrank.com  

Fried Frank’s International Trade and Investment Group regularly represents clients in international 
mergers and acquisitions, joint ventures, principal investments, and sensitive corporate investigations, 
particularly in relation to matters that implicate the U.S. government's regulation of international business 
activities, such as the Committee on Foreign Investment in the United States (CFIUS), economic 
sanctions, export controls, and anti-corruption and anti-bribery.  

For decades, our international trade and investment practitioners have been consistently recognized for 
their legal and policy-based contributions. Today, our practice is unique among its kind: it draws upon the 
Firm’s long tradition of senior U.S. government and diplomatic service, combines policy insight with deep 
technical expertise and business judgment, is fully integrated with Fried Frank’s preeminent Corporate 
and Litigation Practices, and is international in its outlook, experience, network reach and reputation. 

mailto:CRMTeam@friedfrank.com
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