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C O M P R E H E N S I V E
S A N C T I O N S :  I R A N ,
S Y R I A ,  N O R T H  K O R E A
23 SEPTEMBER 2020 ARTICLE

This  ar t ic le  i s  the second of  a seven-par t  ser ies  on the appl ica t ion of  US sanc t ions to  the sh ipping

communi ty .

This ar�cle will focus on “comprehensive sanc�ons,” which prohibit most trade between the US and the target country, with a

par�cular focus on three countries currently targeted by comprehensive sanc�ons: Iran, Syria and North Korea. Similar

jurisdic�ons which are subject to varying levels of comprehensive sanc�ons, including Cuba, the Crimea region (Russia/Ukraine)

and Venezuela (which may be thought of as subject to “quasi-comprehensive” sanc�ons) will be dealt with later in the series.

I RAN

His tor y of  I ran Sanct ions

The first US sanc�ons on Iran were imposed in 1979 in response to the US embassy

hostage crisis, but these were fully revoked in 1981 as part of the nego�a�on for the

release of the hostages. The current sanc�ons regime began in 1987 when the US

banned most Iranian imports, and was expanded in 1995 to cover most trade

between the two countries. In 1996, the Iran Sanc�ons Act (originally the “Iran and

Libya Sanc�ons Act”) introduced for the first �me “secondary sanc�ons” against

Iran, targe�ng non-US persons who invested in the Iranian petroleum sector.

Nevertheless, these secondary sanc�ons were subject to limited enforcement, and

for many years no one was found in viola�on. One small but important change to the Iran sanc�ons regime occurred in 2008,

when the US revoked the “U-turn” excep�on, which had permi�ed US dollar transac�ons with Iran, so called because US dollar

wires were ini�ated by a non-US bank, transited into the US, and then made a “U-turn” back out of the US. A�er the U-turn

excep�on was repealed, par�es could no longer deal with Iran using US dollars.
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" The  Tr ump
Adm in i s t ra t i o n  ha s
s i n ce  expanded  t h e
san c t i o n s  y e t  f u r t h e r,
go i ng  beyond  t h e
JCPOA by  t a rge t i ng
ce r t a i n  me t a l s ,  a s
we l l  a s  I ran ’s
con s t r u c t i o n ,  m i n i ng ,
manu fa c t u r i ng  and
t ex t i l e s  s e c t o r s . "

The US sanc�ons regime against Iran was substan�ally ramped up in 2010 with the enactment of the Comprehensive Iran

Sanc�ons, Accountability, and Divestment Act (CISADA), which broadened and strengthened secondary sanc�ons on the country.

Addi�onal secondary sanc�ons over the next few years further targeted Iran’s oil and gas sector as well as its shipping, ports and

shipbuilding sectors, among others.  The secondary sanc�ons operated by threatening non-US par�es who dealt with the

targeted Iranian sectors or targeted Iranian par�es with themselves becoming subject to US sanc�ons of varying degrees of

severity.

The escala�ng secondary sanc�ons beginning in 2010, as well as several eye-popping enforcement ac�ons by OFAC resul�ng in

fines of hundreds of millions, or even billions, of dollars, created a significant chilling effect on global trade with Iran. As a result,

Iran entered into nego�a�ons with the US and other par�es, culmina�ng in 2015 with the Joint Comprehensive Plan of Ac�on

(JCPOA), known informally as the “Iran Nuclear Deal.” In exchange for Iran’s scaling back its nuclear program, the JCPOA provided

for the waiver or revoca�on of most US secondary sanc�ons on Iran (along with certain UN and EU sanc�ons). The JCPOA also

provided limited US primary sanc�ons relief, largely rela�ng to certain imports of Iranian products to the US and the provision of

goods and services in support of Iranian civil avia�on, as well as a license for non-US subsidiaries of US persons to deal with Iran

more broadly. The JCPOA sanc�ons relief went into effect in January 2016.

While Iran’s economy was undoubtedly helped by the li�ing of sanc�ons, the

benefits were not as pronounced as some had predicted. This was due in part to the

con�nued prohibi�on on using US dollars, as well increasing sensi�vity in dealing

with countries subject to US sanc�ons, even when no US persons were involved.

Meanwhile, the US con�nued to impose limited sanc�ons targe�ng Iran’s support

for Bashar Assad in the Syrian Civil War, its ongoing support for the militant group

Hezbollah, and its human rights viola�ons. In 2017, a bipar�san US Congress

enacted the Countering America’s Adversaries Through Sanc�ons Act (CAATSA),

which was most noteworthy for its inclusion of sanc�ons on Russia, but also targeted

Iran and North Korea with addi�onal sanc�ons.

Donald Trump campaigned heavily against the JCPOA, and made mul�ple threats

that the US would pull out. In May 2018, President Trump made good on his threat,

implemen�ng a staged withdrawal from the JCPOA that culminated in November

2018. As a result of the withdrawal, by November 2018, all or almost all of the US primary and secondary sanc�ons that had

been li�ed under the JCPOA were reinstated. In a minor concession, the US issued a waiver that permi�ed a limited quan�ty of

Iranian crude oil to be exported to a handful of countries, but this waiver was revoked in May 2019. The Trump Administra�on

has since expanded the sanc�ons yet further, going beyond the pre-JCPOA sanc�ons by targe�ng certain metals, as well as Iran’s

construc�on, mining, manufacturing and tex�les sectors. The Trump Administra�on has also directly targeted Iran’s Supreme

Leader, Ali Khamenei. In response, Iran has indicated that it will no longer comply with some of the JCPOA’s limita�ons on

nuclear ac�vity.

The EU has a�empted to salvage the JCPOA by implemen�ng the “Blocking Statute,” prohibi�ng EU persons from complying with

US secondary sanc�ons on Iran. We will address the Blocking Statute in a later ar�cle.
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Most recently, the US a�empted to enforce the “snapback” provisions of the JCPOA by causing the UN Security Council to extend

arms restric�ons on Iran set to expire in October 2020 under the JCPOA, notwithstanding the fact that the US withdrew from the

JCPOA in 2018. As a result, the US has publicly declared that the UN sanc�ons are now in effect, while the other Security Council

members have denied the validity of the US ac�ons. On September 21, 2020, the US imposed new secondary sanc�ons targe�ng

par�es that provide arms to Iran. However, these sanc�ons were largely duplica�ve of currently exis�ng sanc�ons. It is unclear

what further steps, if any, the US will take in this regard.

Current  I ran Sanct ions

Current US sanc�ons against Iran are broad and far-reaching. Primary US sanc�ons, which apply to US persons (but s�ll have

substan�al extraterritorial effect due to the prohibi�on on US dollars and “facilita�on”) have been fully reimposed, so the limited

Iranian exports to the US, US goods and services in support of Iranian civil avia�on, and ability of non-US subsidiaries of US

persons to transact with Iran, have all been repealed. Furthermore, secondary sanc�ons targe�ng mul�ple Iranian economic

sectors, most notably oil and gas and shipping/shipbuilding/ports apply to prevent non-US persons from dealing with these

sectors.

E V E N  I F  T H E  J C P O A  I S  F U L LY

R E S TO R E D,  I T  S E E M S  L I K E LY  T H AT

M U C H  O F  T H E  S H I P P I N G

C O M M U N I T Y  W I L L  B E  C A U T I O U S  I N

R E - E N G A G I N G  W I T H  I R A N

Secondary sanc�ons typically target “significant” or “material” transac�ons “knowingly” undertaken with the targeted sectors or

persons. Hypothe�cally, a very small transac�on is unlikely to trigger the full weight of US secondary sanc�ons on Iran.

Nevertheless, given the poten�al catastrophic consequences of a viola�on, most worldwide par�es are unwilling to take the risk,

and have forestalled all trade with Iran involving prohibited sectors or persons (and many have cut off trade with Iran

altogether).

Any hope there may have been that the secondary sanc�ons could be downplayed was sha�ered in September 2019, when the

US imposed sanc�ons on COSCO Shipping Tanker (Dalian) Co., Ltd. (COSCO Dalian), a significant shipping subsidiary of Chinese

conglomerate COSCO Shipping, for surrep��ously trading with Iran (the US also sanc�oned several smaller players who had

dealt with Iran). The effect on global shipping was profound. Mul�ple par�es in the shipping community scrambled to adjust to

COSCO Dalian’s new status as a blacklisted en�ty, and tanker rates soared. Belatedly, in December 2019, the US issued limited

relief permi�ng par�es to wind down their opera�ons with COSCO Dalian. The main sanc�ons against COSCO Dalian were li�ed

in January 2020, although sanc�ons against a smaller affiliate remain in effect.

The Fu ture of  I ran Sanct ions
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"Se conda r y  s an c t i o n s
t yp i ca l l y  t a rge t
“ s i gn i f i c an t ”  o r
“ma t e r i a l ”
t ran sa c t i o n s
“ know ing l y ”
unde r t a ken  w i t h  t h e
t a rge t ed  s e c t o r s  o r
pe r s on s . "

"Un l i ke  I ran ,  S y r i a
wa s  no t  i n i t i a l l y  t h e
t a rge t  o f  s e conda r y
san c t i o n s ,  s o  non -US
pe r s on s  cou l d
gene ra l l y  con t i n ue
dea l i ng  w i t h  S y r i a . "

Much depends on the forthcoming US presiden�al elec�on. In the event that Donald

Trump wins re-elec�on, it seems safe to predict that there will be no significant

easing of sanc�ons, absent a major geopoli�cal shi� in Iran’s government. In

contrast, Democra�c nominee Joe Biden has stated publicly that he would re-join

the JCPOA if Iran returns to full compliance. A Biden victory would result in several

ques�ons regarding the par�culars of the JCPOA, such as whether there would be

any changes to the deal, as well as the �ming of sanc�ons relief. It is noteworthy

that former President Obama nego�ated the JCPOA in the face of substan�al

domes�c US opposi�on, and a future President Biden would likely face similar

pushback.

Even if the JCPOA is fully restored, it seems likely that much of the shipping

community will be cau�ous in re-engaging with Iran, cognizant of the ongoing risks. Otherwise, we can all look to know more

a�er the US elec�on, scheduled for November 3, 2020.

SYR IA

US comprehensive sanc�ons on Syria were enacted in 2011 following the onset of civil war in that country. These sanc�ons

prohibited most trade between the US and Syria, as well as preven�ng the use of US dollars in dealing with Syria. Unlike Iran,

Syria was not ini�ally the target of secondary sanc�ons, so non-US persons could generally con�nue dealing with Syria, albeit

carefully, due to the wide extraterritorial effect of US sanc�ons.

In 2018 and 2019, the US issued several “mari�me advisories” cau�oning the shipping community of risks in dealing with Syria,

and lis�ng ships that had traded oil to or engaged in ship-to-ship transfers of oil that ended up in Syria. We will discuss these

advisories in a later ar�cle.

In 2019, Congress enacted the “Caesar Syria Civilian Protec�on Act,” which was

incorporated into the Na�onal Defense Authoriza�on Act, the military budge�ng

legisla�on that always has bipar�san support. The Caesar Act (so-named a�er a

pseudonymous photographer who documented atroci�es in the Syrian Civil War)

imposed secondary sanc�ons on non-US persons who engage with the Syrian

government in rela�on to the military (including avia�on that can be used for

military purposes), oil and gas, and construc�on and engineering sectors. The

sanc�ons seem designed to inhibit the rebuilding of Syria following the Syrian Civil

War. Hypothe�cally, and in contrast to the Iran sanc�ons, the Caesar Act sanc�ons

target only transac�ons involving the Syrian government, so purely private sector

transac�ons would be permi�ed. Nevertheless, given the outsize role of the Syrian government in the na�onal economy, it

would be difficult as a prac�cal ma�er to engage in transac�ons in these sectors without dealing with it.

NORTH KOREA
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"A  t rade  t o  o r  f rom
I ran  i n vo l v i ng  no
san c t i o ned  good s  o r
pe r s on s  and  no  US
pe r s on s  g ene ra l l y
wou l d  be  pe r m i t t e d . "

North Korea is subject to extremely far-reaching US primary and secondary sanc�ons, prohibi�ng almost all trade with the US,

and targe�ng most of the country’s economy with secondary sanc�ons. Nevertheless, US sanc�ons against North Korea are of

minimal impact on the shipping community, given the substan�al UN sanc�ons against it also, and very limited trade with the

na�on generally. Most of the global shipping community has no desire to do business with North Korea, so the effect of US

sanc�ons is largely moot.

Perhaps the most relevant North Korean sanc�ons rule for shipping is the 180-day rule. A ship that has called at North Korea

cannot call at a US port for 180 days a�er that. In addi�on (and of more concern), a vessel that has engaged in a ship-to-ship

transfer with another vessel that has called at a North Korean port is further barred from the US for 180 days (whether or not

the ship-to-ship transfer involved goods shipped to or from North Korea). This creates a strong disincen�ve to engage in ship-to-

ship transfers with any ships that have traded to North Korea.

COMPREHENSIVE  SANCT IONS:  PAST  AND FUTURE

The list of countries and territories subject to comprehensive sanc�ons changes less frequently than other sanc�ons lists, but

there have been changes over �me. Most recently, in 2017, Sudan was removed from the list, so US persons generally are now

permi�ed to engage in transac�ons with Sudan, including the Sudanese government, subject to the remaining limited sanc�ons

(it is noteworthy that Sudan remains subject to comprehensive US export controls, so there are s�ll significant prohibi�ons on

expor�ng or reexpor�ng US or US origin goods to the country). Previous sanc�ons programs targe�ng Myanmar and Libya (and

further back, Iraq and Former Yugoslavia) have also been li�ed. The most recent comprehensive sanc�ons program may be

thought of as Venezuela in 2019, although Venezuela sanc�ons are technically not comprehensive. Otherwise, the most recent

target is Crimea in 2014.

It may be difficult to predict what countries will be added to or deleted from the comprehensive sanc�ons list. Considera�ons

o�en include both complex geopoli�cs and US domes�c poli�cs. The shipping community should con�nue to follow changes in

sanc�ons closely.

FREQUENTLY  ASKED QUEST IONS

Q: Can non-US shipping companies trade with Iran without viola�ng US sanc�ons?

A: Yes, but it’s difficult. First, US persons and dollars can’t be involved. Second, the

cargo can’t be part of a prohibited sector, most importantly, oil and gas, but also

certain drybulk metals and materials. Third, none of the par�es involved (including

consignees/receivers) can be prohibited persons or owned or controlled by

prohibited persons, including Iran’s Supreme Leader, as well as the Islamic

Revolu�onary Guard Corps (IRGC). Also, there may be substan�al business or

contractual impediments to trade. That said, a trade to or from Iran involving no sanc�oned goods or persons and no US persons

generally would be permi�ed. For this purpose, payment of rou�ne port fees to government officials (but not payments to the

IRGC or other en��es designated as terrorists, and not payment of bribes) would generally be permi�ed.

Q: Can non-US shipping companies trade oil or gas to or from Syria without viola�ng US sanc�ons?
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A: Probably not. Although the secondary sanc�ons target only transac�ons with the Syrian Government, because it largely

controls the oil and gas sector, it would be difficult to get comfort that a trade to or from Syria did not involve it.

Q: Can you illustrate the 180-day rule for North Korea, as applied to ship-to-ship transfers?

A: Certainly.  On January 1, Ship A delivers a non-sanc�oned cargo to North Korea (or merely makes a dry call at a North Korean

port). Ship A then sails away empty. On June 29, Ship B transfers cargo to Ship A in a ship-to-ship transfer. Both ships have no US

owners or other US �es. Because the ship-to-ship transfer occurred within 180 days of Ship A calling in North Korea, Ship B is

barred from calling at a US port for 180 days a�er the ship-to-ship transfer (i.e., through December 25).
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