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Ukraine Crisis Update: EU Enacts Sanctions Targeting
Military Exports, Oil Sector and State-Owned Banks
The EU’s “Stage 3” sanctions restrict exports to the Russian military, exports of certain
technologies for the oil industry, and certain Russian State-owned banks’ access to EU
capital markets.

New EU Measures Target Sectors Not Directly Connected to Events in
Ukraine
On July 31, 2014, the EU enacted Council Regulation (EU) No 833/2014 (the Regulation), containing socalled “Stage 3” sanctions against Russia. These sanctions resemble — but in several respects differ
from — the enhanced US sanctions. Notably, the sanctions go beyond the designation of certain
individuals and entities for purposes of the EU asset freeze. The new sanctions must be reviewed by the
Council of the EU by October 31, 2014, and remain in force until July 31, 2015, unless they are renewed
or revoked at an earlier date.
Significantly, these latest sanctions target certain sectors of the Russian economy not directly connected
to events in Crimea and eastern Ukraine.
As anticipated, the Regulation prohibits the export of technologies related to deep water oil exploration
and production, Arctic oil exploration and production, and shale oil products, but does not restrict
investment or exports in the gas sector.
Similar to the recent US sanctions, the Regulation restricts access of certain State-owned banks to EU
capital markets. In addition, the EU sanctions prohibit dealings in transferable securities and moneymarket instruments with a maturity exceeding 90 days issued by Sberbank — which is not currently
targeted by the US sanctions — as well as VTB Bank, Gazprombank, VEB and Rosselkhozbank.

Exports to the Russian Military
Article 2 of the Regulation prohibits exports of dual-use goods and technology to Russia for military enduse. The Regulation provides that any exports to the Russian military are deemed to be for military enduse, thereby prohibiting any such sales. This supplements Article 2 of Council Decision 2014/512/CFSP,
which prohibits the export to and import from Russia of military items, including those listed in the EU
common military list.
Article 4 of the Regulation further prohibits the provision of technical, financial and related services in
relation to the export of military and dual-use items to Russia.
Latham & Watkins operates worldwide as a limited liability partnership organized under the laws of the State of Delaware (USA) with affiliated limited liability partnerships conducting the practice in the United
Kingdom, France, Italy and Singapore and as affiliated partnerships conducting the practice in Hong Kong and Japan. The Law Office of Salman M. Al-Sudairi is Latham & Watkins associated office in the
Kingdom of Saudi Arabia. In Qatar, Latham & Watkins LLP is licensed by the Qatar Financial Centre Authority. Under New York’s Code of Professional Responsibility, portions of this communication contain
attorney advertising. Prior results do not guarantee a similar outcome. Results depend upon a variety of factors unique to each representation. Please direct all inquiries regarding our conduct under New York’s
Disciplinary Rules to Latham & Watkins LLP, 885 Third Avenue, New York, NY 10022-4834, Phone: +1.212.906.1200. © Copyright 2014 Latham & Watkins. All Rights Reserved.

Exports of Oil Equipment
As anticipated, Article 3 restricts the export to Russia of certain “technologies” for the Russian oil industry.
This provision first specifies that the export of “technologies” listed in Annex II of the Regulation to or for
use in Russia requires authorization in accordance with the export licensing regime in force in the EU for
dual-use goods. Accordingly, the export control authority of the Member State where the exporter is
established (in the UK, the Export Control Organization) must obtain an export license before any of the
listed technologies may be exported.
Importantly, Article 3(5) specifies that export licenses shall not be granted if the export “is for projects
pertaining to deep water oil exploration and production, Arctic oil exploration and production, or shale oil
projects in Russia.”

Russian State-Owned Banks’ Access to EU Capital Markets
Article 5 is designed to restrict access by certain Russian State-owned banks (VTB Bank, Gazprombank,
VEB, Rosselkhozbank and Sberbank) to EU capital markets. However, the precise wording of this
provision requires careful consideration.
Article 5 provides that it shall be prohibited to “directly or indirectly purchase, sell, provide brokering or
assistance in the issuance of, or otherwise deal with transferable securities and money-market
instruments with a maturity exceeding 90 days, issued after 1 August 2014” by:
a) The major State-owned banks listed in Annex III, viz. VTB Bank, Gazprombank, VEB,
Rosselkhozbank and Sberbank
b) Subsidiaries of these banks “established outside the Union”
c) Legal persons “acting on behalf or at the direction of” either (a) or (b)
This prohibition is similar to the sectoral sanctions recently imposed by the U.S. Treasury Department’s
Office of Foreign Assets Control (OFAC). Under these provisions, US persons may not transact in,
provide financing for, or deal in new debt of longer than 90 days maturity or new equity for these financial
institutions (except with respect to Sberbank, which is not covered by the US sanctions). In a General
License issued on July 16, OFAC authorized transactions involving derivative products whose value is
linked to an underlying asset that would be considered prohibited new debt. Whether or not the EU
intends to adopt a similar approach remains unclear.
The practice of some Member States (including the UK) is to enact secondary legislation clarifying the
scope of EU sanctions regulations, and certain competent authorities (including HM Treasury) often issue
guidance notes. Potentially affected parties should consider future regulations and guidance carefully, as
well as any further regulations that the UK may enact extending these sanctions to British Overseas
Territories (such as the British Virgin Islands and Cayman Islands).

Potential for Additional Sanctions
We are continuing to monitor the implementation of these new measures and the potential for additional
sanctions.

Latham & Watkins

July 31, 2014 | Number 1723 | Page 2

If you have questions about this Client Alert, please contact one of the authors listed below or the Latham
lawyer with whom you normally consult:
Les P. Carnegie
les.carnegie@lw.com
+1.202.637.1096
Washington, D.C.

William M. McGlone
william.mcglone@lw.com
+1.202.637.2202
Washington, D.C.

Robert E. Sims
bob.sims@lw.com
+1.415.395.8127
San Francisco

John David Stewart
j.david.stewart@lw.com
+7.495.644.1927
Moscow

Eric S. Volkman
eric.volkman@lw.com
+1.202.637.2237
Washington, D.C.

Charles Claypoole
charles.claypoole@lw.com
+44.20.7710.1178
London

Jeffrey R. Lord
jeffrey.lord@lw.com
+1.202.637.2380
Washington, D.C.

Annie E. S. Froehlich
annie.froehlich@lw.com
+1.202.637.2375
Washington, D.C.

Robert Price
robert.price@lw.com
+44.20.7710.4682
London

You Might Also Be Interested In
Ukraine Crisis Update: US and EU Expand Sanctions, Restrict Certain Energy-Related Exports to
Russia (July 30, 2014)
Ukraine Crisis Update: US Imposes New Sanctions on Major Russian Banks and Energy Companies
(July 18, 2014)
Ukraine Crisis Update: US and EU Expand Sanction Lists; US Imposes Export Restrictions
(April 29, 2014)
Ukraine Crisis Update: US and EU Expand Sanctions (March 18, 2014)
Ukraine Crisis: US and EU Respond with Targeted Sanctions (March 7, 2014)
Client Alert is published by Latham & Watkins as a news reporting service to clients and other friends.
The information contained in this publication should not be construed as legal advice. Should further
analysis or explanation of the subject matter be required, please contact the lawyer with whom you
normally consult. The invitation to contact is not a solicitation for legal work under the laws of any
jurisdiction in which Latham lawyers are not authorized to practice. A complete list of Latham’s Client
Alerts can be found at www.lw.com. If you wish to update your contact details or customize the
information you receive from Latham & Watkins, visit http://events.lw.com/reaction/subscriptionpage.html
to subscribe to the firm’s global client mailings program.

Latham & Watkins

July 31, 2014 | Number 1723 | Page 3

