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It is now over 100 days since Russian military action began in Ukraine,
during which time Western governments and their allies have imposed raft
after raft of economic and trade restrictions on Russian-owned companies,
banks, industries and the individuals supporting the Kremlin. The newly
agreed Sixth Package of EU sanctions is of particularly wide scope. Some of
the most stringent measures are still to take full effect, including the banning
of imports of oil and gas - both strategically important exports for the
Russian economy - and a potential prohibition on future investment in that
country. But, by all accounts, the sanctions imposed to date are biting,
impacting the day-to-day operation of Russian enterprises and those
conducting business with them.

In our third update on sanctions developments across the UK, U.S. and
Europe we track the most recently imposed restrictions and look ahead at
what may yet be introduced?.

We recognise that a large number of our clients are experiencing
significant contractual difficulties with Russian counterparties, whether as
a result of actions mandated by sanctions or otherwise. Our arbitration
team is advising a wide range of clients on how to manage the risks
arising from the evolving legal framework in multiple jurisdictions,
including the UK, the EU, the U.S. and Russia. If you would like to discuss
any issues resulting from the imposition of sanctions and their impact on
your contractual relationships, please speak to Ben Carroll or Roland
Ziadé in our arbitration team or your usual Linklaters contact.

The UK

Financial sanctions, restrictions and licences
Sanctions and restrictions

The UK government continues to introduce further sanctions and restrictions
in relation to business conducted with Russian entities.

> Three Russian airlines were added to the Consolidated List on 19 May
2022 and became subject to an asset freeze: JSC Rossiya Airlines,
JSC Ural Airlines and PJSC Aeroflot. The government said in its press

This publication is up to date as at 10 June 2022. It follows on from our two previous briefing notes on
this topic, available here: The Russia/Ukraine Crisis - Sanctions Update | Linklaters (published on 3
March 2022) and here: Responses to the Russia/Ukraine Crisis - Sanctions Update No. 2 | Linklaters
(published on 29 April 2022).
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release that this would prevent the airlines selling their unused landing
slots at the UK’s airports, which could be worth £50 million.

On 5 May 2022 Evraz PLC, a UK-incorporated holding company of a
multinational steel manufacturing and mining company group, was
added to the UK’s Consolidated List and its assets frozen. On the same
day, General Licence INT/2022/1710676 was issued to permit the
continuation of the business operations of Evraz PLC’s three North
American subsidiaries, Evraz North America plc, Evraz Inc. NA and
Evraz Inc. NA — Canada, and permitting payments to be processed
accordingly. Evraz North America plc is also expressly permitted to pay
for audit services.

On 4 May 2022 the Foreign Secretary announced that a ban on
professional services exports to Russia, including accountancy,
management consultancy and public relations services, would be
introduced. At the time of writing, the legislation necessary for such a
ban had not yet been introduced.

Following the implementation by the EU of a ban on the provision of
shipping insurance for ships carrying Russian oil as part of its sixth
sanctions package (see below), it has been reported in the UK press
that the UK has agreed to introduce a similar ban, shutting Russian oil
cargos out of the Lloyd’s of London insurance market. At the time of
writing, the development had yet to be confirmed by the UK government.

On 8 June 2022 it was announced by Giles Thomson, Director of the
Office of Financial Sanctions Implementation (“OFSI”) that the legislation
giving OFSI power to impose civil monetary penalties for breach of
financial sanctions on a strict civil liability basis (section 54 of the
Economic Crime (Transparency and Enforcement) Act 2022) will come
into effect on 15 June 2022 for breaches that are committed after that
date. The previous requirement for OFSI to prove that a person had
knowledge or reasonable cause to suspect that they were in breach of
financial sanctions will be removed, although OFSI will still bear the
burden of proof to establish that there was a breach of financial
sanctions prohibitions. However, the amended OFSI enforcement and
monetary penalties guidance published on 8 June 2022 confirms that
OFSI will still take into account all relevant factors, including whether the
person committing the breach knew or suspected that their conduct
amounted to a breach, as well as the expected knowledge of the person
and their exposure to financial sanctions risk, along with the public
interest when determining what action should be taken.

Formal legislation still needs to be laid before Parliament before the new
provision can come into effect. That had not been published at the time
of writing but is expected imminently

Licences

A number of licences have been granted extending existing licences to
permit a longer wind down period for transactions or the continuation of
business activities.

>

On 13 May 2022 OFSI extended General Licence INT/2022/1469378 in
relation to the winding down of Sovcomflot to 30 June 2022. In addition,
General Licence INT/2022/1630477 permitting payments to be made to
Gazprombank or a Subsidiary under a contract entered into prior to 21
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April 2022 for the purpose of making gas available for use in the
European Union, or to receive payments from Gazprombank, (and
permitting any activity reasonably necessary to effect this including the
opening and closing of bank accounts) has been extended to 31 October
2022. Persons making payments under the licence must keep accurate
and complete records of any activity purporting to have been permitted
under this licence for a minimum of 6 years.

OFSl issued General Licence INT/2022/1678476 permitting Amsterdam
Trade Bank N.V. (a subsidiary of Alfa-Bank JSC) to make payment for
its basic needs including payment of wages, allowances or pensions of
employees; payment of tax; payments to suppliers of goods and
services and to take steps in relation to the insolvency of Amsterdam
Trade Bank, (provided that funds or economic resources are not made
available to or for the benefit of a designated person). The licence took
effect from 12 May 2022 and expires a year later.

On 30 May 2022 OFSl issued General licence INT/2022/1875276
permitting payments to or by ZAO TransTeleCom Company, the
sanctioned provider of a fiber-optics communication network operating in
Russia, for business operations involving the provision of Civilian
Telecommunication Services (defined as “an “electronic communication
network” or “electronic communications service”). The licence also
permits business operations related to News Media Services (defined as
“news reporting and journalistic services involved in the reporting of
news and current affairs by a recognised news publisher”) to continue,
subject to certain conditions. The licence takes effect from 30 May 2022
and expires on 30 May 2024.

In addition, several licences granted recently have a wider effect.

>

On 23 May 2022 OFSI issued General Licence INT/2022/1839676
permitting UK persons to buy flight and rail tickets for journeys
originating in Russia from four named Russian travel companies and
their subsidiaries: PJSC Aeroflot; JSC Rossiya Airlines; JSC Ural
Airlines; and Russian Railways. A UK person, relevant institution or
designated person is also permitted to carry out activities reasonably
necessary to effect the ticket purchase. The licence expires on 23 May
2023.

A licence has also been issued to permit Interim Managers and trustees
appointed by the Charity Commission to act as receivers and
managers in respect of the property and affairs of a charity linked to a
Designated Person. General Licence INT/2022/1834876, issued on 30
May 2022, permits the Interim Manager or trustee to authorise payments
for the basic needs of operation of the charity, including the routine
holding and maintenance of frozen funds or economic resources and the
payment of legal fees, the receipt and disbursement of Charitable Funds
and the payments associated with the wind up of a charity. The licence
takes effect from 30 May 2022 and expires on 30 May 2023.

On 10 June 2022 OFSI issued General Licence INT/2022/1919908
which permits a non-designated person to use the retail banking
services of a sanctioned entity, provided that payments made or
received are for the personal use of that person, up to a maximum of
£50,000. The licence expires on 10 September 2022.

Lastly, following the designation of Roman Abramovich and freezing of
his assets, including Chelsea Football Club, OFSI issued a licence for
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the club’s sale on 26 May 2022. The details of the licence have not been
made public. OFSI General Licence INT/2022/1327076 (Football
Matches) permitting Chelsea Football Club to continue certain
operations has expired and will not be extended, as no longer
applicable.

Additional trade restrictions, including increased tariffs and both import
and export bans, have been introduced on Russian and Belarusian goods.

> On 1 June 2022, pursuant to the Customs (Additional Duty) (Russia and
Belarus) (Amendment) Regulations 2022, import tariffs on a large
number of products originating from Russia and Belarus were increased
by 35%, including tariffs on diamonds and rubber, and many types of
food products, clothing and games and furniture, and came into force.

> A third package of tariffs was announced on 9 May 2022 but is not yet in
force. This will include an additional 35% import tariffs on a further £1.4
billion of products, including platinum and palladium. In addition, new
restrictions will ban the export of key materials to Russia’s
manufacturing and heavy machinery sectors, such as chemicals,
plastics, rubber and machinery.

> The Department of International Trade has published Guidance on how
the import and export restrictions introduced under the sanctions
regime apply to UK companies when trading with Russia, noting that
business should expect a high unpredictable trading environment as a
result of the designations of individuals and entities under the Russia
Sanctions Regulations by the UK and retaliatory measures applied by
Russia.

> On4 May 2022, 31 individuals and 32 entities were added to the asset
freeze list, including a number of media organisations, (such as the All-
Russia State Television and Radio Broadcasting Company and
Southfront (a website accused of spreading disinformation and
promoting a false narrative about the Russian invasion of Ukraine)) and
those working for them, and electronics and technology companies.

> On 13 May 2022 12 individuals were added to the asset freeze list,
including Vladimir Putin’s ex-wife, certain friends and members of his
extended family.

> However, most of the recent announcements have concerned the re-
certification of designations originally made under the UK’s urgent
procedure introduced by s.58 of the Economic Crime (Transparency and
Enforcement) Act 2022 to authorisation under the standard procedure.

The urgent procedure enabled the urgent designation of individuals and
entities on the basis that they were already sanctioned by another
relevant state and that the UK government considered it was in the
public interest to sanction them (Conditions B and C). However, under
that procedure, designations only last 56 days unless the Minister
certifies that Condition A applies (namely that there are reasonable
grounds to suspect that the person is an involved person within the
meaning of the Act), or Conditions B and C continue to be met.
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The majority of the amended entities have now been redesignated on
one of the bases set out above, although others have had more minor
amendments made to their designations.

> On 4 May 2022 the FCDO redesignated Russian media organisations
Rossiya Segodnya and TV-Novosti (which were already subject to
asset freezes) under regulations that came into effect on 29 April 2022
(The Russia (Sanctions) (EU Exit) (Amendment) (No. 9) Regulations
2022). Under these regulations, social media and internet service
providers are required to take reasonable steps to block their content /
internet services from being accessed in the UK.

The European Union

In addition to the restrictive measures which we set out in our 3 March 2022
and 29 April 2022 client alerts, the EU has introduced an additional round of
sanctions on Russia in response to the conflict in Ukraine, introducing both
new restrictions and extending the scope of existing measures.

On 3 June 2022, the EU adopted a sixth package of Russia-related
sanctions which:

> targets the Russian oil industry by (i) prohibiting the direct and indirect
purchase, import or transfer of some crude oil or petroleum products
originating in or exported from Russia and by (ii) prohibiting the transfer
or transport of crude oil delivered by pipeline into Member States to
other Member States or third countries;

> imposes additional economic sanctions, most notably against (i) the
registering of trusts having as trustor or beneficiary Russian nationals,
legal entities established in Russia, etc., and (ii) the provision of
accounting, auditing, consulting, public relations, etc., services to Russia
or legal entities established in Russia,

> takes aim at the Russian media, with a prohibition on advertising
products or services in any content produced or broadcast by the
Russian media outlets under the permanent control of the Russian
leadership subject to the suspension of broadcasting licences;

> amends the existing prohibition of specialised financial messaging
services (SWIFT), among others, by including new banks (Sberbank
being the most high-profile);

> adds a range of entities and individuals to the asset freeze list of
Regulation (EU) No 269/2014 (the “Asset Freeze Regulation”) and a
number of goods and technologies to the annexes of Regulation (EU)
No 833/2014 (the “Sectoral Regulation”); and

> requires Member States to provide for appropriate measures of
confiscation of proceeds of sanctions rules infringements.

Crude oil and petroleum products (Council Reg 2022/879)

> The sixth package prohibits the purchase, import or transfer (as well
as technical assistance, brokering services, etc.), directly or indirectly, of
some crude oil or petroleum products, as listed in Annex XXV of the
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Sectoral Regulation, if they originate in Russia or are exported from
Russia.

These products are:

> petroleum oils and oils obtained from bituminous minerals, crude (CN
Code 2709 00); and

> petroleum oils and oils obtained from bituminous minerals, other than
crude; preparations not elsewhere specified or included, containing by
weight 70% or more of petroleum oils or of oils obtained from bituminous
minerals, these oils being the basic constituents of the preparations;
waste oils (CN Code 2710).

This prohibition is subject to cut-off dates; that is, 5 December 2022 for
some one-off transactions for near-term delivery of 2709 00 oils’ and 5
February 2023 for other one-off transactions for near-term delivery of ‘2710
oils’. This exception is only valid if those contracts have been notified by the
relevant Member States to the Commission by 24 June 2022 and the
transactions are notified by the relevant Member States to the Commission
within 10 days of their completion.

Moreover, this prohibition does not apply to:

> the same products if those goods originate in a third country and are
only being loaded in, departing from or transiting through Russia,
provided that both the origin and the owner of those goods are non-
Russian;

> crude oil falling under CN 2709 00 which is delivered by pipeline
from Russia into Member States (until the Council decides
otherwise); and

> purchases in Russia of the same products if it is necessary to meet
essential needs of purchasers in Russia or of humanitarian projects
in Russia.

> The transfer or transport of crude oil delivered by pipeline into
Member States to other Member States or to third countries, or its sale
to purchasers in other Member States or in third countries is also
prohibited.

> Itis also forbidden to provide, directly or indirectly, technical
assistance, brokering services or financing or financial assistance,
related to the transport, including through ship-to-ship transfers, to
third countries of the same crude oil or petroleum products.

In addition, this is again not applicable to the aforementioned oil products if
those goods originate in a third country and are only being loaded in,
departing from or transiting through Russia, provided that both the origin and
the owner of those goods are non-Russian. As for cut-off dates, it will not
apply to the execution of contracts concluded before 4 June 2022 until 5
December 2022.

Asset freeze (Council Implementing Reg (EU) 2022/878 and Council
Reg (EU) 2022/880)

> The sixth sanctions package adds 65 individuals and 18 entities to
Annex | of the Asset Freeze Regulation. Examples of insertions include
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JSC Garnizon, OJSC Ulyanovsk, JSC Voentelecom and Independent
Insurance Group.

It also clarifies that the asset freeze and the prohibition of making
available funds or economic resources to listed individuals or entities
shall not apply to funds or economic resources that are strictly
necessary for the provision of electronic communication services
by Union telecommunication operators, for the provision of
associated facilities and services necessary for the operation,
maintenance and security of such electronic communication services, in
Russia, in Ukraine, in the Union, between Russia and the Union, and
between Ukraine and the Union, and for data centre services in the
Union.

Economic restrictions (Council Reg 2022/879)

>

The new package amends the Sectoral Regulation and prohibits the
registration or provision of a registered office, business or administrative
address, as well as management services to, a trust or any similar legal
arrangement having as a trustor or a beneficiary:

(a) Russian nationals or natural persons residing in Russia;
(b) legal entities established in Russia;

(c) legal entities whose proprietary rights are directly or indirectly owned
for more than 50 % by a natural person or legal entity as defined in
(a) and (b);

(d) legal entities controlled by a natural person or legal entity as defined
in (a), (b) or (c); or

(e) a natural or legal entity acting on behalf or at the direction of any of
the above.

It shall also be prohibited as of 5 July 2022 to act as, or arrange for
another person to act as, a trustee, nominee shareholder, director,
secretary or a similar position, for a trust or similar legal arrangement
as just defined.

A cut-off date is foreseen for operations that are strictly necessary for
the termination of contracts concluded before 9 April 2022. The
prohibition is not applicable when the trustor or beneficiary is a
national/resident of a Member States.

It is also prohibited to provide accounting, auditing, bookkeeping, tax
consulting, business and management consulting or public
relations services to Russia or legal entities established in Russia.

This prohibition does not apply to the provision of services that are
strictly necessary for the termination of contracts concluded before 4
June 2022. It is also not applicable for the provision of services that are
strictly necessary for the rights of defence in judicial proceedings.
Finally, it does not cover the provision of such services intended
exclusively for the use of legal entities established in Russia but owned
or controlled by legal entities incorporated under the law of a Member
State.
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> The list of goods and technology which might contribute to Russia’s
military and technological enhancement (the sale, transfer or export
of which is prohibited) has been enlarged — mostly in the realm of
chemicals and electronics.

> Finally, the list of goods which generate significant revenues for
Russia contained in Annex XXI to the Sectoral Regulation has been
extended to include spirituous beverages and various types of residues
(starch manufacture, beet-pulp, bagasse, waste of sugar manufacture,
etc.).

Media (Council Reg 2022/879)

> The advertisement of products or services in any content produced
or broadcast by entities listed in Annex Xl to the Sectoral Regulation
is prohibited, including transmission or distribution by any means such
as cable, satellite, IP-TV, internet service providers, internet video-
sharing platforms or applications, whether new or pre-installed.

> As regards the existing interdiction for operators to broadcast or to
enable, facilitate or otherwise contribute to broadcast, any content
by listed legal entities, the associated Annex XV has been amended to
include (i) Rossiya RTR / RTR Planeta, (ii) Rossiya 24 / Russia 24 and
(iii) TV Centre International.

SWIFT (Council Reg 2022/879)

> The prohibition of specialised financial messaging services and the
associated Annex XIV are amended, most notably to include new banks
such as Sberbank, Credit Bank of Moscow and JSC Rosselkhozbank.

> The Sectoral Regulation now specifically foresees a starting date of
application for this prohibition which vary from a listed entity to another.
For the three additions, this is 14 June 2022.

Confiscation (Council Reg (EU) 2022/880 and Council Reg 2022/879)

> Member States are nhow under the obligation to provide for appropriate
measures of confiscation of the proceeds of infringements to the Asset
Freeze Regulation as well as to the Sectoral Regulation.

Since our 3 March 2022 and 29 April 2022 client alerts, the European
Commission has also been very active in providing further guidance on how
to read and interpret the provisions of the Asset Freeze and the Sectoral
Regulations (including a new FAQs on the prohibition to engage with certain
state-owned enterprises). These guidelines are available here.

On 25 May 2022, the European Commission presented two proposals to
criminalise EU sanctions violations and strengthen enforcement (including
asset recovery and confiscation).

> The first proposal calls upon the Council to decide, with the consent of
the European Parliament, that violations of EU sanctions are a
“particularly serious crime with a cross-border dimension resulting from
the nature or impact of such offences or from a special need to combat
them on a common basis”. Such decision would allow the European
Commission to propose a directive defining the scope and penalties
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of the breach of EU sanctions under the ordinary legislative
procedure.

> The second proposal is a draft directive on asset recovery and
confiscation. It aims to establish minimum rules on the tracing and
identification, freezing, confiscation and management of property within
the framework of proceedings in criminal matters. It would also establish
rules to facilitate the effective implementation of Union restrictive
measures. It would, among other things, require Member States to
ensure post-conviction asset tracing investigations and to consider the
use of confiscated properties for public or social purposes.

The U.S.

As with the UK Government and the EU, the United States has continued to
issue new sanctions, and interpretations of existing sanctions, that have
expanded the restrictions targeting Russia.

> On 6 June 2022, the U.S. Department of the Treasury’s Office of Foreign
Assets Control (“OFAC”) released new guidance on the U.S. person
prohibition on new investment in the Russian Federation, which is
prohibited by Executive Order 14071. (See OFAC FAQs 1005, 1019,
and 1049-55.) The guidance also applies to the new investment
prohibition, which has been superseded by the broader prohibitions in
Executive Order 14071, originally contained in Executive Order 14066,
pertaining to new investment in the energy sector in the Russian
Federation, and authorized by Executive Order 14068.

> “New investment” is “the commitment of capital or other assets for
the purpose of generating returns or appreciation.” It includes
“purchasing both new and existing debt and equity securities issued by
an entity in the Russian Federation” and also “lending funds to, or
purchasing an equity interest in, entities located outside of the Russian
Federation” where “such funds are ... specifically intended for new
projects or operations in the Russian Federation” or “the revenues of the
entity located outside the Russian Federation are ... predominantly
derived from its investments in the Russian Federation.” However, U.S.
persons are not required to divest securities, or prohibited from “selling
or divesting, or facilitating the sale or divestment of, debt or equity
securities issued by an entity in the Russian Federation to a non-U.S.
person.”

> New investment also does not include “[tJransactions to ensure
continuity of pre-existing projects or operations located in the
Russian Federation, including payments to employees, suppliers,
landlords, lenders, and partners; [t]he preservation and upkeep of pre-
existing tangible property in the Russian Federation; and [a]ctivities
associated with maintaining pre-existing capital investments or equity
investments.” “Entry into, performance of, or financing of a contract,
pursuant to ordinary commercial sales terms, to sell or purchase goods,
services, or technology to or from an entity in the Russian Federation” is
also excluded. Please refer to OFAC’s FAQs for other guidance.
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> On 8 May 2022, OFAC released two Determinations that (i) prohibit the
provision of accounting, trust and corporate formation services, and
management consulting services to any person located in the Russian
Federation by U.S. persons, under the Determination Pursuant to
Section 1(a)(ii) of Executive Order 14071, and that (ii) authorize the
designation of anyone operating in those sectors of the Russian
economy, under the Determination Pursuant to Section 1(a)(i) of
Executive Order 14024. The U.S. person prohibition does not apply,
however, to “any service to an entity located in the Russian Federation
that is owned or controlled, directly or indirectly, by a United States
person” or “any service in connection with the wind down or divestiture
of an entity located in the Russian Federation that is not owned or
controlled, directly or indirectly, by a Russian person.”

> Later, on 9 June 2022, OFAC released guidance on the Determinations
(see OFAC FAQs 1058-68.) Notably, OFAC defines “person located in
the Russian Federation’ to include persons in the Russian Federation,
individuals ordinarily resident in the Russian Federation, and entities
incorporated or organized under the laws of the Russian Federation or
any jurisdiction within the Russian Federation.” The indirect provision of
services is also prohibited, with “indirect” including “when the benefit of
the services is ultimately received by a ‘person located in the Russian
Federation,” as are covered services by a U.S. subsidiary to its Russian
parent. In addition, “management consulting” is broadly defined as
“services related to strategic business advice; organizational and
systems planning, evaluation, and selection; development or evaluation
of marketing programs or implementation; mergers, acquisitions, and
organizational structure; staff augmentation and human resources
policies and practices; and brand management.” Please refer to OFAC’s
FAQs for other guidance.

> OFAC has continued to announce the new designations of numerous
individuals and entities, including media companies Joint Stock
Company Channel One Russia, Joint Stock Company NTV
Broadcasting Company, and Television Station Russia-1; Public
Joint Stock Company Severstal; and Nord Gold PLC.

> At 12:01 a.m. eastern daylight time, 25 May 2022, OFAC allowed the
authorization contained in paragraph c of General License 9C of “all
transactions prohibited by Directive 4 ... that are ordinarily incident and
necessary to the receipt of interest, dividend, or maturity payments in
connection with debt or equity of the Central Bank of the Russian
Federation [and] the National Wealth Fund of the Russian
Federation issued before March 1, 2022” to expire. Accordingly, for
example, U.S. persons are no longer permitted to receive bond interest
payments, even with respect to bonds issued prior to 1 March 2022.

> General licenses have also been issued or amended:
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> General License 25B (Authorizing Transactions Related to
Telecommunications and Certain Internet-Based Communications)
(June 2, 2022)

> General License 26A (Authorizing the Wind Down of Transactions
Involving Joint Stock Company SB Sherbank Kazakhstan, Sherbank
Europe AG, or Sberbank (Switzerland) AG) (May 5, 2022)

> General License 30 (Authorizing Transactions Involving Gazprom
Germania GmbH Prohibited by Directive 3 under Executive Order
14024) (May 2, 2022)

> General License 31 (Authorizing Certain Transactions Related to
Patents, Trademarks, and Copyrights) (May 5, 2022)

> General License 32 (Authorizing the Wind Down of Transactions
Involving Amsterdam Trade Bank NV) (May 5, 2022)

> General License 34 (Authorizing the Wind Down of Accounting,
Trust and Corporate Formation, and Management Consulting
Services) (May 8, 2022)

> General License 35 (Authorizing Transactions Involving Credit
Rating and Auditing Services) (May 8, 2022)

> General License 36 (Authorizing the Wind Down of Transactions
Involving Public Joint Stock Company Severstal) (June 2, 2022)

> General License 37 (Authorizing the Wind Down of Transactions
Involving Nord Gold PLC) (June 2, 2022)

> General License 38 (Authorizing Transactions Related to Pension
Payments to U.S. Persons) (June 2, 2022)

Please refer to the general licenses for their specific terms.
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