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Russia and Ukraine: What Financial Institutions, 
Asset Managers, Investors and Companies 
Need to Know About the New U.S. and EU 
Sanctions 

This memorandum discusses recent United States and European Union (“EU”) actions to implement and 

expand sanctions in response to the crisis in Ukraine and provides an update to our previous writings on 

this topic. This memorandum is divided into the following sections: (i) Overview; (ii) U.S. Sanctions in 

Response to the Ukraine Crisis; (iii) EU Sanctions in Response to the Ukraine Crisis; (iv) Key 

Implications; and (v) Conclusion. For your convenience and future reference, we have included links to 

source documents cited in this memorandum. 

For more information regarding previous U.S. and EU sanctions imposed in connection with the Ukraine 

crisis, please read our memoranda dated March 10, 2014 and May 5, 2014. 

Overview 

Russia’s failure to adequately address U.S. and EU demands of working towards a diplomatic solution to 

the Ukraine crisis has resulted in an escalation of measures taken by the U.S. and EU. On July 16, 2014, 

“[i]n response to Russia’s continued attempts to destabilize eastern Ukraine and its ongoing occupation of 

Crimea,” OFAC announced “sectoral” sanctions for the first time since the start of the Ukraine crisis.
1
 

These new sanctions target the Russian financial and energy sectors, as well as certain individuals and 

entities working to undermine Ukraine’s sovereignty. Specifically, OFAC created a new Sectoral 

Sanctions Identification (“SSI”) list, set forth the restrictions on U.S. financing for entities on the SSI list, 

and added individuals and entities to the SDN list. On July 29, 2014, OFAC placed three additional 

financial institutions on the SSI list and added one defense technology firm to the SDN list. 

On July 31, 2014, in coordination with U.S. efforts, the EU escalated its sanctions regime to “phase three” 

of its three-tier plan, which it first set out on March 6, 2014. In essence, phase three sanctions target 

entire sectors of the Russian economy, rather than certain individuals and entities. The sweeping 

                                                      

1
  Press Release, U.S. Department of the Treasury, Announcement of Treasury Sanctions on Entities Within the 

Financial Services and Energy Sectors of Russia, Against Arms or Related Material Entities, and those 

Undermining Ukraine's Sovereignty (July 16, 2014), available at http://www.treasury.gov/press-center/press-

releases/pages/jl2572.aspx.  

http://www.friedfrank.com/siteFiles/Publications/Finalv4-%20031014%20-%20FF%20MEMO%20-%20The%20Crisis%20In%20Ukraine_What%20Investment%20Funds%20Financial%20Institutions%20and%20Operating%20Companies%20Need%20to%20Know.pdf
http://www.friedfrank.com/siteFiles/Publications/FINAL%20-%205.5.2014%20-%20TOC%20Memo%20-%20The%20Crisis%20in%20Ukraine%20Updated%20Sanctions%20Guidance.pdf
http://www.treasury.gov/press-center/press-releases/pages/jl2572.aspx
http://www.treasury.gov/press-center/press-releases/pages/jl2572.aspx
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measures target the Russian financial sector and the country’s energy industry, as well as imposing an 

arms embargo and dual-use restrictions. Prior to that, on July 25, 2014 and July 30, 2014, respectively, 

the EU Council designated 18 entities (including nine companies), and three additional entities, 

respectively, making them subject to EU restrictive measures. This is a significant step, because hitherto 

only two entities had been listed by the EU in addition to the 72 natural persons mentioned above.   

The downing of Malaysia Airways Flight MH17, Russia’s subsequent failure to help secure access to the 

crash site for investigators and reports of Russia continuing to allow heavy weapons across the border 

into Ukraine appear to have acted as a catalyst for the U.S. and EU member states to embark on a more 

aggressive line vis-à-vis Russia. As a consequence of these latest developments, companies and 

financial institutions dealing with Russian counterparties should review and monitor developments closely 

to ensure they are acting in accordance with these new greatly expanded sanctions regimes.  

New U.S. Sanctions in Response to the Ukraine Crisis  

The new U.S. sanctions (i) implement Executive Order 13662 (“E.O. 13662”) against five major financial 

institutions and two energy firms operating in the Russian Federation, and (ii) designate additional parties, 

pursuant to Executive Order 13660 (“E.O. 13660”) and Executive Order 13661 (“E.O. 13661”), including 

certain defense companies, pro-Russian separatists, and  Russian government officials. The new 

sanctions are designed to increase the economic isolation of key Russian financial services and energy 

firms by restricting their access to medium- and long-term U.S. financing, and to cut off certain arms and 

related materiel sector firms from the U.S. financial system and the U.S. economy more generally.
2
 

U.S. E.O. 13662 Sanctions 

Pursuant to E.O. 13662
3
, on July 16, 2014 and July 29, 2014, OFAC imposed sanctions that prohibit U.S. 

persons from providing certain new financing to Russian financial institutions Gazprombank OAO
4
, VEB

5
, 

                                                      

2
  In conjunction with the imposition of sanctions by OFAC, the U.S. Department of Commerce's Bureau of Industry 

and Security announced export restrictions on the trade of certain items for use in Russia’s energy sector and 

with certain Russian defense technology companies. Press Release, U.S. Commerce Department, U.S. 

Commerce Department Expands Export Restrictions on Russia (July 29, 2014), available at 

http://www.bis.doc.gov/index.php/about-bis/newsroom/press-releases/107-about-bis/newsroom/press-

releases/press-release-2014/710-u-s-commerce-department-expands-export-restrictions-on-russia.  

3
  E.O. 13662, issued on March 24, 2014, authorizes OFAC to implement sanctions against parties operating in 

sectors of the Russian economy as the Secretary of the Treasury may determine, in consultation with the 

Secretary of State, “such as financial services, energy, metals and mining, engineering, and defense and related 

material.” Exec. Order 13662, 79 Fed. Reg. 16167 (Mar. 24, 2014), available at 

http://www.treasury.gov/resource-center/sanctions/Programs/Documents/ukraine_eo3.pdf.   

4
  Gazprombank OAO was originally established to provide financial services to companies in Russia’s energy 

industry, but has expanded to provide services to more than 45,000 companies and three million private 

individuals.  

5
  VEB is a Russian state-owned financial institution that acts as a development bank and payment agent for the 

Russian government and is the legal successor to Vnesheconombank of the USSR, which was a specialized 

Russian state bank.  

http://www.treasury.gov/resource-center/sanctions/Programs/Documents/ukraine_eo3.pdf
http://www.treasury.gov/resource-center/sanctions/Programs/Documents/ukraine_eo.pdf
http://www.treasury.gov/resource-center/sanctions/Programs/Documents/ukraine_eo2.pdf
http://www.bis.doc.gov/index.php/about-bis/newsroom/press-releases/107-about-bis/newsroom/press-releases/press-release-2014/710-u-s-commerce-department-expands-export-restrictions-on-russia
http://www.bis.doc.gov/index.php/about-bis/newsroom/press-releases/107-about-bis/newsroom/press-releases/press-release-2014/710-u-s-commerce-department-expands-export-restrictions-on-russia
http://www.treasury.gov/resource-center/sanctions/Programs/Documents/ukraine_eo3.pdf
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Bank of Moscow
6
, Russian Agricultural Bank

7
, and VTB Bank OAO

8
  (the “SSI List Financial Institutions”) 

and Russian energy firms OAO Novatek
9
 and Rosneft.  

The SSI List, issued pursuant to E.O. 13662, establishes two separate categories of sanctions, known as 

“Directives.”   

 Directive 1 prohibits U.S. persons and those within the United States from transacting in, 

providing financing for, or otherwise dealing in new debt of longer than 90 days maturity or new 

equity by, on behalf of, or for the benefit of the SSI List Financial Institutions.  

 Directive 2 prohibits U.S. persons and those within the United States from transacting in, 

providing financing for, or otherwise dealing in new debt of longer than 90 days maturity by, on 

behalf of, or for the benefit of
10

 OAO Novatek and Rosneft.   

The Directives apply to debt or equity issued on or after July 16, 2014
11

 and not only to the named 

entities, but also to their property and their interests in property, including entities as to which the named 

entities own 50 percent or more. The Directives apply to the creation of new debt with a maturity of longer 

than 90 days pursuant to the rollover of existing debt and also prohibit the provision of services in support 

of new debt, and in the case of Directive 1, new equity. Standing alone, maintenance of a correspondent 

account and processing U.S. dollar-clearing transactions for the entities named in the Directives does not 

violate the Directives.
12

  

                                                      

6
  Bank of Moscow is a Russian state-owned financial institution through its parent bank, VTB Bank OAO. 

7
  Russian Agricultural Bank (A.K.A. Rosselkhozbank) is a Russian state-owned bank, which acts as a Russian 

government agent and has the second-largest regional branch network in Russia. 

8
  VTB Bank OAO is a Russian state-owned bank, and, together with its subsidiaries (“the VTB Group”), is Russia’s 

second-largest banking group.  The VTB Group has more than 1,600 offices in Russia, and operates more than 

thirty banks in twenty-three countries across Europe, Asia, and Africa.   

9
  OAO Novatek is Russia’s largest independent natural gas producer. 

10
  We note that the Directives do not use the language “by, on behalf of, or for the benefit of” but instead simply 

state that the prohibited activity is prohibited to be done “for” the listed persons. However, OFAC has clarified 

that the prohibited activity includes that done “by, on behalf of, or for the benefit of” the listed persons. Office of 

Foreign Asset Control, Frequently Asked Questions and Answers, #370, available at 

http://www.treasury.gov/resource-center/faqs/Sanctions/Pages/answer.aspx#370 (last visited July 28, 2014). 

11
  Office of Foreign Asset Control, Directives 1 and 2 Pursuant to EO 13662 (July 16, 2014), available at 

http://www.treasury.gov/resource-center/sanctions/Programs/Documents/eo_13662_directives.pdf. “The term 

debt includes bonds, loans, extensions of credit, loan guarantees, letters of credit, drafts, bankers acceptances, 

discount notes or bills, or commercial paper.  The term equity includes stocks, share issuances, depositary 

receipts, or any other evidence of title or ownership.” Office of Foreign Asset Control, Frequently Asked 

Questions and Answers, #371, available at http://www.treasury.gov/resource-center/sanctions/OFAC-

Enforcement/Pages/20140728.aspx (last visited July 28, 2014). 

12
  For further guidance on whether the Directives prohibit (i) dealing in depositary receipts based on the equity of a 

listed entity, (i) drawing down on an existing revolving credit-facility or long-term loan of a listed entity and (iii) 

advising or confirming a letter of credit when the beneficiary is a listed entity, see Office of Foreign Asset Control, 

Frequently Asked Questions and Answers, #391, 394 and 395, available at http://www.treasury.gov/resource-

center/sanctions/OFAC-Enforcement/Pages/20140728.aspx (last visited July 28, 2014). In addition, on July 16, 

2014, OFAC issued General License 1 authorizing certain transactions involving derivative products, available at 

http://www.treasury.gov/resource-center/sanctions/Programs/Documents/ukraine_gl1.pdf (last visited July 28, 

2014). 

http://www.treasury.gov/resource-center/sanctions/Programs/Documents/eo_13662_directives.pdf
http://www.treasury.gov/resource-center/sanctions/OFAC-Enforcement/Pages/20140728.aspx
http://www.treasury.gov/resource-center/sanctions/OFAC-Enforcement/Pages/20140728.aspx
http://www.treasury.gov/resource-center/sanctions/OFAC-Enforcement/Pages/20140728.aspx
http://www.treasury.gov/resource-center/sanctions/OFAC-Enforcement/Pages/20140728.aspx
http://www.treasury.gov/resource-center/sanctions/Programs/Documents/ukraine_gl1.pdf
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Notably, the Directives are not blocking provisions.  They do not require U.S. persons to block the 

property or interests in property of entities on the SSI list.  

U.S. E.O. 13660 and E.O. 13661 Sanctions
13

 

In addition to the sectoral sanctions discussed above, OFAC added five individuals and twelve entities to 

the SDN list, requiring that any assets of the entities or individuals designated that are within U.S. 

jurisdiction be frozen and generally prohibiting transactions by U.S. persons or within the United States 

involving the entities or individuals designated.
14

 

OFAC designated and blocked the assets of: 

 nine Russian defense technology firms for their role in the production of a range of materiel in the 

Russian Federation that includes small arms, mortar shells, tanks and naval ships
15

; and 

 the “Luhansk People’s Republic” and the “Donetsk People’s Republic,” which have asserted 

governmental authority over parts of Ukraine without the authorization of the Government of 

Ukraine; and Aleksandr Borodai, the self-declared “prime minister” of the Donetsk People’s 

Republic, for threatening the peace, security, stability, sovereignty, and territorial integrity of 

Ukraine. 

OFAC also designated: 

 Feodosiya Enterprises, a key shipping facility in the Crimean peninsula, for being complicit in the 

misappropriation of state assets of Ukraine; and 

 four individuals for their status as Russian government officials.
16

  

Congressional Response to U.S. Sanctions 

While lawmakers generally applauded the imposition of these new sanctions, particularly following the 

July 29 announcement of expanded sanctions by both the U.S. and EU, key lawmakers continue to call 

for stronger sanctions and, in some cases, military support for Ukraine. A bipartisan group of lawmakers 

has introduced legislation that would expand the current sanctions to include Russian weapons dealer 

Rosoboronexport. 

On July 22, 2014, Senate Intelligence Committee Chairwoman Dianne Feinstein of California, Senate 

Armed Services Committee Chairman Carl Levin of Michigan, and Senate Foreign Relations Committee 

                                                      

13
  Exec. Order 13660, 79 Fed. Reg. 13493 (Mar. 10, 2014), available at http://www.treasury.gov/resource-

center/sanctions/Programs/Documents/ukraine_eo.pdf.  Exec. Order 13661, 79 Fed. Reg. 15535 (Mar. 19, 

2014), available at http://www.treasury.gov/resource-center/sanctions/Programs/Documents/ukraine_eo2.pdf.  

14
  Any entity which is majority owned (50 percent or greater) by an individual or entity that is designated on a 

restricted parties list is also deemed subject to sanctions. 

15
  The nine defense technology firms are Almaz-Antey, Federal State Unitary Enterprise State Research and 

Production Enterprise Bazalt, JSC Concern Sozvezdie, JSC MIC NPO Mashinostroyenia, Kalashnikov Concern, 

KBP Instrument Design Bureau, Radio-Electronic Technologies, Uralvagonzavod and United Shipbuilding 

Corporation. 

16
  The four individuals are Sergey Besesda, Oleg Savelyev, Sergei Neverov and Igor Shchegolev. 

http://www.treasury.gov/resource-center/sanctions/Programs/Documents/ukraine_eo.pdf
http://www.treasury.gov/resource-center/sanctions/Programs/Documents/ukraine_eo.pdf
http://www.treasury.gov/resource-center/sanctions/Programs/Documents/ukraine_eo2.pdf
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Chairman Robert Menendez of New Jersey signed a letter to President Obama expressing their outrage 

over the downing of Malaysia Airlines Flight MH17 and urging the President to consider imposing 

additional sanctions “to penalize the Russian Federation for its material support of the self-proclaimed 

Donetsk People’s Republic” and to deter Russia from further destabilizing Ukraine.  

In a statement released July 30, 2014, Senator John McCain of Arizona stated, “While I welcome the 

additional U.S. and E.U. sanctions that were imposed on Russia yesterday, I am skeptical that these 

measures can change President Putin’s calculus and thus believe that even tougher sanctions are still 

necessary. There is growing risk that Putin may escalate hostilities in Ukraine in pursuit of his ambition to 

dominate the country, so we must act with a sense of urgency.” Senator McCain also called for “greater 

military and intelligence support to the Ukrainian government.”  

In announcing the July 29 sanctions, President Obama stressed that efforts to impact the Russian 

economy is “the main tool that we have to influence Russian behavior.” The President expressed and 

promised continued support for the Ukrainian people.  

EU Sanctions in Response to the Ukraine Crisis 

Initially reluctant to impose far-reaching sanctions against Russia
17

, the EU was prompted into expanding 

its restrictive measures in response to recent developments in eastern Ukraine. The EU adopted 

legislative measures widening the scope of its sanctions regime even before it had time to digest the 

news of the downing of Malaysia Airlines Flight MH17. However, the suspected supply by Russia of the 

weapons system used in shooting down the aircraft is seen as a possible “game-changer” in relation to 

EU member states’ attitudes concerning the imposition of sanctions on Russia.  

To sum up the recent flurry of EU activity in relation to the Ukraine crisis:  

 On July 18, 2014, the EU Council expanded the EU’s legislative framework to target directly legal 

entities and bodies materially or financially supporting actions which are suspected of 

undermining or threatening the territorial integrity, sovereignty and independence of Ukraine.
18

 

The legislative measures of July 18, 2014 expand Council Regulation (EU) 269/2014 of March 

17, 2014 which had been limited to natural persons found to undermine or threaten the territorial 

integrity, sovereignty and independence of Ukraine, and natural or legal persons, entities or 

bodies associated with them. This distinction in itself is an important, albeit fine one, because the 

previous framework had only permitted entities to be added to the EU’s “black list” if they were 

associated with a natural person who was seen to be undermining or threatening the territorial 

                                                      

17
  Partly due to commercial ties, important energy links and a commitment to maintaining good diplomatic relations 

with Russia, several EU member states have been reluctant to agree to more sweeping measures directed at the 

Russian Federation or, indeed, sanction entire industry sectors in Russia. However, the death of 193 Dutch, 10 

UK, 4 Belgian and 4 German passengers on board flight MH17 has led to a hardening of public opinion. This has 

been reflected in more vitriolic statements by several political leaders, including UK Prime Minister David 

Cameron and Dutch Prime Minister Mark Rutte. 

18
  See Council Regulation (EU) No 783/2014 of July 18, 2014, available at 

http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:JOL_2014_214_R_0002&from=EN  

and Council Decision 2014/475/CFSP of July 18, 2014, available at 

http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:JOL_2014_214_R_0009&from=EN.  

http://www.foreign.senate.gov/imo/media/doc/7.22.14%20-%20Russia%20Letter.pdf
http://www.mccain.senate.gov/public/index.cfm/press-releases?ID=0ef88037-eff7-4d42-9f3f-6bdb8a7b7790
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:JOL_2014_214_R_0002&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:JOL_2014_214_R_0009&from=EN
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integrity, sovereignty and independence of Ukraine. As a result, only two entities
19

 previously had 

been subject to the EU’s sanctions regime. The expanded framework now allows the EU to list 

entities independently of individuals. This expansion of EU measures was designed and 

announced before the downing of Malaysia Airlines Flight MH17.
20

  

 On July 22, 2014, the EU’s High Representative on Foreign Affairs, Baroness Ashton, 

summarized the EU’s position following a meeting of the EU Foreign Affairs Council. The meeting 

had been dominated by discussions on the downing of Flight MH17 and what measures the EU 

should take in response to this incident. Baroness Ashtion said:  

 “We today decided to accelerate the preparation of targeted measures agreed at the summit last 

week, in particular to put in place very quickly a list of entities and people, including from Russia, 

under the new, enhanced criteria, and to expand the restrictive measures to target individuals or 

companies who actively benefit from support of the Russian decision makers responsible for the 

annexation of Crimea or the destabilisation of eastern Ukraine. We are also ready to introduce 

without delay a package of further significant restrictive measures, if we do not see full and 

immediate cooperation. We have asked the Commission and the External Action Service to 

present proposals for action, including on access to capital markets, defence, dual use goods and 

sensitive technologies, including in the energy sector.”
21

  

 On July 24, 2014, EU ambassadors in Brussels discussed options for the introduction of “sector-

wide” embargoes against the Russian Federation.
22

 

 On July 25, 2014, the EU added 15 additional persons and 18 additional entities (half of which 

are companies) to its list of persons and entities subject to restrictive measures in view of the 

situation in Ukraine
23

. The nine companies added to the list are companies whose ownership has 

been appropriated by the “Republic of Crimea” contrary to Ukrainian law. The companies include 

port facilities and transport and infrastructure businesses in Sevastopol and Kerch, for instance 

the Crimea state-owned aviation enterprise Universal Avia, as well as agricultural businesses in 

Crimea (wine and sparkling wine producers, and a distillery) and a holiday resort in Yalta. Nine 

                                                      

19
  The entities in questions are Feodosia and PJSC Chernomorneftegaz, both of which were listed on May 12, 

2014. Feodosia is a Crimea-based energy firm that operates a key shipping facility in Crimea for oil imports and 

exports. It was one of Ukraine’s primary transhipment terminals, capable of handling 12 million metric tons of 

petroleum products annually and transferring crude oil from ocean-going tankers on to freight trains. PJSC 

Chernomorneftegaz is a Crimea-based company involved in offshore exploration and production of natural gas 

deposits in the Black Sea. In 2013 the company produced more than one billion cubic meters of gas. 

20
  See, for example European Council conclusions on external relations (Ukraine and Gaza), July 16, 2014, 

available at http://www.consilium.europa.eu/uedocs/cms_Data/docs/pressdata/en/ec/143990.pdf.  

21
  Remarks by EU High Representative Catherine Ashton following the Foreign Affairs Council, July 22, 2014, 

available at http://www.eeas.europa.eu/statements/docs/2014/140722_06_en.pdf.  

22
  See EU targets state-owned Russia banks in sanctions plan, Reuters News Report of July 24, 2014, available at 

http://uk.reuters.com/article/2014/07/24/uk-ukraine-crisis-eu-idUKKBN0FT1LC20140724.  

23
  See Council Implementing Regulation (EU) No 810/2014 of July 25, 2014 available at 

 http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:JOL_2014_221_R_0001&from=EN and Council 

Decision 2014/499/CFSP of July 25, 2014 available at 

http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:JOL_2014_221_R_0004&from=EN  

http://www.consilium.europa.eu/uedocs/cms_Data/docs/pressdata/en/ec/143990.pdf
http://www.eeas.europa.eu/statements/docs/2014/140722_06_en.pdf
http://uk.reuters.com/article/2014/07/24/uk-ukraine-crisis-eu-idUKKBN0FT1LC20140724
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:JOL_2014_221_R_0001&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:JOL_2014_221_R_0004&from=EN
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other entities added to the EU list include separatist political, military or para-military groups, such 

as the ‘Donetsk People’s Republic,’ the ‘Federal State of Novorossiya,’ the ‘Lugansk Guard,’ or 

the ‘Army of the Southeast,’ all of which are considered to be responsible for undermining or 

threatening the territorial integrity, sovereignty and independence of Ukraine. The 18 natural 

persons added to the list include Russian government officials considered responsible for the 

situation in eastern Ukraine and self-appointed members of separatist groups or regional 

decisionmakers. These include, for example, Mikhail Vladimirovich Degtyarev, Member of the 

State Duma and Pavel Gubarev, self-described leader of the ‘people’ Republic of Donetsk.’ A full 

list, detailing the additions to the EU list of July 25, 2014, is attached hereto as Appendix A.  

 On July 30, 2014, the EU added eight additional persons and three additional entities to its list of 

persons and entities subject to restrictive measures in view of the situation in Ukraine.  The 

natural persons added to the list include further self-appointed members of sepeartist groups or 

regional decision makers and four individuals seen as belonging to the ‘inner circle’ of President 

Vladimir Putin. The three companies were added to the list for undermining Ukrainian territorial 

integrity. The Russian National Commercial Bank had become fully owned by the ‘Republic of 

Crimea.’ Dobrolet is a subsidiary of a Russian state-owned airline and is exclusively operating 

flights between Moscow and Simferopol. It is therefore seen as facilitating the integration of the 

illegally annexed ‘Republic of Crimea’ into the Russian Federation. Finally Joint-Stock Company 

Concern Almaz-Antei is a Russian state-owned company that manufactures weaponry including 

surface-to-air missiles. These weapons are suspected to have been used by the separatists, 

including to shoot down aeroplanes. Details of the additions made to the list on July 30, 2014 are 

attached hereto as Appendix A. The total list of persons and entities subject to EU restrictive 

measures in view of the situation in the Ukraine now stands at 95 natural persons and 23 entities 

(including 14 companies). 

 On July 31, 2014, the EU Council adopted further legislative measures imposing “sector-wide” 

embargoes against the Russian Federation and targeting Russia’s financial sector, its energy 

sector, as well as imposing an arms embargo and dual-use obligations on exports to Russia.  In 

detail, the EU 

o restricted Russia's access to EU capital markets, by prohibiting “the direct or indirect 

purchase or sale of, the brokering or assistance in the issuance of, or any other 

dealing with bonds, equity or similar financial instruments with a maturity exceeding 

90 days, issued after 1 August 2014 by”
24

 major state-owned Russian banks, their 

subsidiaries outside the EU and those acting on their behalf. This category of 

Russian state-owned banks was reported to have raised almost half of its capital 

needs in 2013, i.e., EUR15.8 billion ($21.3 billion), on EU markets. Major Russian 

banks with state-ownership of over 50% include Sberbank, VTB, Russian Agriculture 

Bank (Rosselkhozbank), Gazprombank and VEB. 

o made exports of certain energy-related equipment and technology to Russia 

subject to prior authorization by competent authorities of EU member states. Export 

                                                      

24
  Article 5 of Council Regulation  (EU) No 833/2014, available at http://eur-lex.europa.eu/legal-

content/EN/TXT/PDF/?uri=OJ:JOL_2014_229_R_0001&from=EN. 

http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:JOL_2014_229_R_0001&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:JOL_2014_229_R_0001&from=EN
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licenses will be denied if products are destined for deep water oil exploration and 

production, arctic oil exploration or production and shale oil projects in Russia.
25

 The 

sanctions are aimed at restricting future investment rather than current supplies, with 

restrictions being placed on specific pieces of sophisticated technology which are 

listed in Annex II to Council Regulation (EU) No 833/2014. 

o prohibited the provision, directly or indirectly, of technical assistance and financing 

related to items on the Common Military List, as well as related to dual-use goods 

and technology. Items on the EU’s Common Military List cannot be sold to “any 

natural or legal person, entity or body in Russia for use in Russia” and dual-use items 

cannot be sold to such persons if the items are or may be intended for military use.  

To put these recent developments into context, on March 6, 2014, the EU had mapped out a three-step 

approach
26

, should the situation in Ukraine remain incapable of being resolved diplomatically. On the 

basis of this three-tier approach, the EU first decided to suspend bilateral talks with the Russian 

Federation on visa matters, as well as on a new trade agreement between the EU and Russia (step one). 

Second, the EU then adopted targeted restrictive measures, such as travel bans and asset freezes (step 

two). Third, any “further steps by the Russian Federation to destabilise the situation in Ukraine” would 

lead to “additional and far reaching consequences” for relations “in a broad range of economic areas” 

between the EU and its member states, on the one hand, and the Russian Federation, on the other 

hand.
27

 With the imposition of sector-wide measures on July 31, 2014, the EU sanctions regime on 

Russia now includes the most extreme category of measures envisaged by the EU in its initial three-step 

plan.  

Key Implications 

 In light of the significant expansion of U.S. and EU sanctions in connection with the Ukraine crisis, 

we recommend that financial institutions, asset managers, investors and companies carefully 

assess whether their business has a direct or indirect Russia nexus (e.g., as an investor, portfolio 

company, joint venture partner, creditor, borrower, underwriter, supplier or distributor, etc.) which 

makes their business vulnerable to the current, or any future, U.S. or EU sanctions regime.  

 We recommend that clients exercise particular caution when investing in or dealing with 

counterparties that operate in the sectors of the Russian economy that have been identified by 

the U.S. and EU sanctions regimes. 

 Financial institutions, asset managers and investors should be mindful of these new sanctions, 

including with respect to the extension of existing credit to entities on the SSI list and major state-

owned Russian banks.  

                                                      

25
  Article 3 of Council Regulation (EU) No 833/2014, available at http://eur-lex.europa.eu/legal-

content/EN/TXT/PDF/?uri=OJ:JOL_2014_229_R_0001&from=EN 

26
  Remarks by President of the European Council Herman Van Rompuy following the extraordinary meeting of EU 

Heads of State or Government on Ukraine, available at 

 http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ec/141373.pdf.  

27
  Ibid. 

http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:JOL_2014_229_R_0001&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:JOL_2014_229_R_0001&from=EN
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ec/141373.pdf
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 Companies, especially those in the arms and defense sector, should take the newly announced 

designations into account in their compliance activities.  In particular, one designated entity – the 

Kalashnikov Concern – is the manufacturer of the popular AK-47 rifle.  While U.S. persons may 

continue to trade and use AK-47 rifles that have been fully paid for, they may not purchase new 

arms from Russia or otherwise deal in arms in which the Kalashnikov Concern maintains an 

interest. 

 We further recommend that our clients conduct screenings of current and potential counterparties 

(including, where possible, affiliates, directors, officers and shareholders thereof) against 

applicable restricted parties lists maintained by the U.S. and the EU. This includes a 

consideration of whether counterparties are “owned or controlled” by designated parties, and are 

thus also subject to sanctions, regardless of whether the actual counterparties appear on a 

restricted parties list. Clients who identify current counterparties that are subject to sanctions 

should take the necessary steps to block the property of such persons and file any necessary 

reports with the Department of the Treasury’s Office of Foreign Assets Control within the 

applicable period.  

 To further ensure compliance, we recommend that clients consider inserting or amending 

contract language to provide suitable comfort that counterparties are not subject to U.S. or EU 

sanctions and to mitigate counterparty risk in the event that they must cease performance under 

an existing agreement because a counterparty subsequently becomes subject to sanctions. 

Conclusion  

For its part, the United States has significantly expanded the scope of its sanctions regime over the past 

several weeks. The imposition of sector-wide sanctions against financial and energy firms so central to 

the Russian economy, as well as the designation of many Russian defense firms, significantly expands 

U.S. efforts to impact Russian behavior. From an EU perspective, the sanctions regime in place against 

Russia has been escalated to the highest tier – tier three – with “sector-wide” sanctions now in place 

covering some of the most important industries in Russia, namely the finance, energy and defense 

sectors. These “sector-wide” sanctions are in addition to sanctions aimed at targeted individuals and 

entities suspected of undermining and threatening the territorial integrity, sovereignty and independence 

of Ukraine.  

Please let us know if you have any further questions regarding the U.S. or EU Ukraine-related sanctions 

and how these restrictions may impact your business.  

* * * 
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APPENDIX A 

EU list of persons subject to restrictive measures in respect of actions undermining or threatening the 

territorial integrity, sovereignty and independence of Ukraine  

July 25, 2014 

Companies 

1. Kerch ferry 

2. Sevastopol commercial seaport 

3. Kerch commercial sea port 

4. Universal –Avia 

5. Nizhnyaya Oreanda 

6. Azov distillery plant 

7. National Association of producers Massandra 

8. State enterprise Magarch of the national institute of wine 

9. Factory of sparkling wine Novy Svet 

Entities 

1. Lugansk People’s Republic 

2. Donetsk People’s Republic 

3. Federal State of Novorossiya 

4. International Union of Public Associations ‘ Great Don Army’ 

5. Sobol 

6. Lugansk Guard 

7. Army of the Southeast 

8. Donbass People’s Militia 

9. Vostok batallion 

Persons 

10. Mikhail Efimovich FRADKOV 

11. Nikolai Plantonovich PATRUSHEV 

12. Aleksandr Vasilievich BORTNIKOV 
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13. Rashid Gumarovich NURGALIEV 

14. Boris Vyacheslavovich GRYZLOV 

15. Sergei Orestovoch BESEDA 

16. Mikhail Vladimirovich DEGTYAREV 

17. Ramzan Akhmadovitch KADYROV 

18. Alexander Nikolayevich TKACHYOV 

19. Pavel GUBAREV 

20. Ekaterina GUBAREVA 

21. Fedor BEREZIN 

22. Valery Vladimirovich KAUROV 

23. Serhii Anatoliyovych ZDRILIUK 

24. Vladimir ANTYUFEYEV 

 

July 30, 2014 

 

Entities 

 

1. Joint-Stock Company Concern Almaz-Antei 

 

2. Dobrolet 

 

3. Russian National Commercial Bank 

 

Persons 

 

1. Alexey Alexeyevich GROMOV 

 

2. Oksana TCHIGRINA 

 
3. Boris LITVINOV 

 
4. Sergey ABISOV 

 
5. Arkady Romanovich ROTENBERG 

 
6. Konstantin Valerevich MALOFEEV 

 
7. Yuriy Valentinovich KOVALCHUK 

 
8. Nikolay Terentievich SHAMALOV
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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 US government's regulation of international business 

activities, such as economic sanctions, export controls, anti-corruption, anti-bribery and the Committee on 

Foreign Investment in the United States (CFIUS). 

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 US government and diplomatic service, combines policy insight with deep 

technical expertise and business judgment, is fully integrated with Fried Frank’s preeminent Corporate 

and Enforcement Practices, and is international in its outlook, experience, network reach and reputation. 
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