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On Oct. 22, the U.S. Department of the Treasury's Office of Foreign ’,w%‘
Assets Control designated two of Russia's largest oil companies —

PJSC Rosneft Qil Co. and Lukoil OAO — and certain of their
subsidiaries as specially designated nationals.

These designations mark a significant escalation of the U.S. \
government's restrictions on Russia, and add a new layer of
regulatory complexity for the operations of the global energy sector. '

®
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The scope of permissible transactions in Russia and with Russian
entities is shrinking, which will likely lead to fewer businesses willing
to remain committed to engaging in business in Russia or with
Russian entities.

In October, the U.K. similarly designated Rosneft and Lukoil and
certain associated entities. But the European Union has not yet
followed suit — though the EU's recently enacted 19th sanctions
package includes significant measures targeting Russia's energy
sector.

U.S. Sanctions George Wang
Context for the U.S. Designations of Lukoil and Rosneft

The U.S. government designated Rosneft and Lukoil to exert pressure
on the Russian government for its lack of serious engagement in
negotiations to end the war with Ukraine.[1] These designations aim
to significantly curb oil and gas sales revenue for the Russian
government.

This is a significant escalation of U.S. sanctions against Russia, since
oil and gas sales are a large source of revenue for the Russian Anais Bourbon
military. These designations also affect countries not directly party to the conflict that rely
on Russian oil or gas for their domestic energy consumption.[2]

This is the first set of major Russia designations by this second Trump administration, and
could mark the beginning of a broader escalation of sanctions on Russia if the negotiations
to end the conflict remain unproductive, according to the U.S. government.

In response to this set of designations, we expect countries that have maintained their
purchase of Russian oil or gas to engage bilaterally with the U.S. government in an effort to
receive a carveout from these sanctions, which could enable them to continue their
purchase of Russian oil or gas.[3]

Specifics of the U.S. Designations of Lukoil and Rosneft
Lukoil, Rosneft and certain of their respective subsidiaries were designated as SDNs

pursuant to Executive Order No. 14024, as amended by Executive Order No. 14114.[4]
Accordingly, U.S. persons are prohibited from engaging in any dealings with these entities
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unless authorized by specific or general license.[5]

Lukoil and Rosneft blocked entities — companies in which an interest of 50% or greater is,
directly or indirectly owned, individually or in the aggregate, by one or more of these
designated entities — are also blocked and otherwise treated as SDNs, even if they are not
explicitly named in the designation.

Additionally, all Lukoil and Rosneft blocked entities' property or property interests within the
U.S., or in the possession or control of a U.S. person, is now blocked and must be reported
to OFAC. U.S. entities that engage in unlicensed transactions with Rosneft or Lukoil risk
significant civil penalties,[6] and may be prosecuted criminally for willful sanctions
violations.[7]

These designations also have implications for non-U.S. persons. Pursuant to Executive
Order No. 14024, any foreign financial institution that has conducted or facilitated any
significant transaction for or on behalf of Lukoil and Rosneft blocked entities may be subject
to U.S. correspondent accounts or payable-through accounts restrictions, or may even itself
be desighated.[8]

Such a designation would result in the foreign financial institution losing access to the U.S.
dollar, which for any internationally operating financial institution, would be a significant
issue for their business and operations.

Non-U.S. persons may also be held liable for causing a U.S. person to violate economic
sanctions by, for example, failing to disclose the involvement of a sanctioned jurisdiction or
person to a U.S. correspondent bank processing a U.S. dollar payment.

U.S. Wind-Down and Other General Licenses

Concurrently with the designation of the Lukoil and Rosneft blocked entities, OFAC issued
general licenses 126, 127 and 128 (later modified to 128B).[9] OFAC also issued general
licenses 129, 130 and 131 after these designations.[10]

General licenses authorize a range of transactions that would otherwise be prohibited by the
designations. General licenses 126 and 127 expired on Nov. 21, having authorized a broad
range of activities necessary to wind down transactions, and divest or transfer debt and
equity of the Lukoil and Rosneft blocked entities.

General licenses 128B, 129 and 130 are still valid and authorize a range of ordinarily
prohibited transactions until April 29, 2026. These licenses authorize certain transactions
involving Lukoil International GmbH for the purchase of goods and services from, or the
maintenance, operation or wind-down of retail service stations located outside of the
Russian Federation.

These licenses also authorize, with exceptions and conditions, transactions involving Rosneft
Deutschland GmbH, RN Refining & Marketing GmbH and certain Lukoil entities located in
Bulgaria.

Additionally, general license 131 is valid until Dec. 13, and authorizes certain transactions
relating to the negotiation and entry into contracts with Lukoil for the sale, disposition or
transfer of Lukoil International GmbH. Performance of such a contract would require
separate authorization from OFAC.

New U.K. Sanctions



On Oct. 15, the U.K. Office of Financial Sanctions Implementation, or OFSI, designated PJSC
Rosneft Oil Co. and PJSC Oil Company Lukoil, certain of their subsidiaries and certain other
entities pursuant to the Russia (Sanctions) (E.U. Exit) Regulations 2019.

As a result of these designations, U.K. persons[11] must freeze the assets of and are
prohibited from making any economic resources available to the designated person, which is
equivalent to a prohibition on all transactions involving these entities. Any entity that is
50% directly or indirectly owned or otherwise controlled by a designated entity will also be
subject to the same restrictions.[12]

U.K. persons who engage in unlicensed transactions with PJSC Rosneft Oil Co. and PJSC Qil
Company Lukoil risk civil penalties. Willful sanctions violations may be prosecuted
criminally.[13]

OFSI has issued general licenses authorizing transactions with the designated entities for a
specific period. These licenses enable U.K. companies to prepare for the termination of their
relationships with the designated entities.

Additionally, OFSI has authorized the continuation of certain business activities with specific
subsidiaries of the designated entities in certain EU countries through separate general
licenses. It is unclear whether OFSI will issue additional general licenses with respect to the
designated entities' subsidiaries.

To date, OFSI issued several general licenses, allowing for the wind-down of operations with
designated entities or continuation of certain dealings. Notably, OFSI issued two general
licenses that were valid through Nov. 13 and Nov. 28, respectively, and authorized the
wind-down of transactions involving designated entities.[14]

Furthermore, OFSI issued general licenses to allow dealings with certain of the designated
entities' subsidiaries in specific European countries, including a license valid through:

e Oct. 22, 2027, authorizing the continuation of business with of PJSC Rosneft Qil Co.'s
German named subsidiaries — Rosneft Deutschland GmbH, RN Refining & Marketing
GMbH, and any entity owned or controlled, directly or indirectly, by these entities
— which are under German state control;[15] and

e Feb. 14, 2026, authorizing the continuation of business with Lukoil Bulgarian
entities.[16]

OFSI also amended various general licenses adding the designated entities to the list of
designated persons from whom U.K. persons may purchase petrol at any petrol station in
Kyrgyzstan or Tajikistan that is owned by or sells to the designated person, provided that
the petrol is for the U.K. person's personal vehicle,[17] or permitting certain dealings
relating to petrol purchases and sales by U.K. persons and certain energy projects in Russia,
Kyrgyzstan, Tajikistan, Kazakhstan and Azerbaijan.[18]

New EU Sanctions

On Oct. 22, the EU adopted its 19th package of sanctions against Russia, focusing on key
sectors of the Russian economy including the energy and financial sectors.[19] Unlike the
U.S. and the U.K., the EU neither designated Lukoil or Rosneft entities nor otherwise
specifically targeted Lukaoil.


https://www.law360.com/agencies/office-of-financial-sanctions-implementation

Instead, it removed exemptions for oil and gas imports and related transactions involving
Rosneft and Gazprom Neft, effectively preventing EU operators from importing oil and gas
from Rosneft and Gazprom Neft.

The package also imposes a total ban on the import into the EU of Russian liquefied natural
gas by Jan. 1, 2027, for long-term contracts, and by April 23, 2026, for short-term
contracts.

The EU views energy as a principal source of revenue supporting the Russian military.
However, sanctions against Russian energy have been a subject of divergence within the
EU, as certain member states rely heavily on Russian energy for their domestic
consumption.

The 19th sanctions package demonstrates that the EU is taking further steps to exclude
Russian energy from its energy supply, notwithstanding the difficulties for certain of its
member states.

Interestingly, the EU's 19th sanctions package also designated entities in India and China,
among other third countries, due to their direct or indirect support of Russia's military-
industrial complex or their involvement in Russian sanctions circumvention.

EU operators must freeze the assets of designated individuals and entities. They are also
prohibited from making any economic resources available to these designated persons. This
includes entities that are owned by more than 50% — either directly or indirectly — or
otherwise controlled by, one or more of these designated entities.

The EU has expressed that further sanctions may be forthcoming. EU High Representative
Kaja Kallas has already indicated that "the 19th package will not be the last.”

Conclusion

These actions are a reminder that organizations should exercise increased caution in
counterparty due diligence, know-your-customer and similar exercises when transacting
with Russian related entities, particularly in the energy sector.

Russian SDNs may employ fairly sophisticated sanctions evasions techniques, such as using
complex ownership structures specifically intended to obscure the involvement of sanctioned
parties. Businesses are advised to heighten their due diligence requirements when preparing
to transact with Russian entities, or entities suspected of having Russian ownership or
significant ties to Russia.

When engaging with such entities, running sanctions screens on the counterparty's board
members, ultimate beneficial owners and key executives, as well as requesting certifications
of compliance with U.S. sanctions, are important steps to minimize possible exposure to
sanctions liability.

Additionally, the scope and intensity of existing sanctions may increase including though

additional designations, as the U.S., U.K. and EU continue seeking to weaken the Russian
wartime economy.
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