An overview of O.F.A.C. Regulations involving Sanctions against Iran

Iranian Transactions Regulations - 31 C.F.R. Part 560

As a result of Iran’s support for international terrorism and its aggressive actions against non-belligerent shipping in the
Persian Gulf, President Reagan, on October 29, 1987, issued Executive Order 12613 imposing a new import embargo on
Iranian-origin goods and services. Section 505 of the International Security and Development Cooperation Act of 1985
(“ISDCA”) was utilized as the statutory authority for the embargo, which gave rise to the Iranian Transactions Regulations,
Title 31, Part 560 of the U.S. Code of Federal Regulations (the “ITR”).

Then, effective March 16, 1995, as a result of Iranian support of international terrorism and Iran’s active pursuit of
weapons of mass destruction, President Clinton issued Executive Order 12957 prohibiting U.S. involvement with
petroleum development in Iran. On May 6, 1995, he signed Executive Order 12959, pursuant to the International
Emergency Economic Powers Act (“IEEPA”) as well as the ISDCA, substantially tightening sanctions against Iran.

On August 19, 1997, the President signed Executive Order 13059 clarifying Executive Orders 12957 and 12959 and
confirming that virtually all trade and investment activities with Iran by U.S. persons, wherever located, are prohibited.
Effective November 10, 2008, the authorization for “U-turn” transfers involving Iran was revoked. As of that date, U.S.
depository institutions are no longer authorized to process transfers involving Iran that originate and end with non-Iranian
foreign banks. Details concerning the revocation of the U-turn authorization and a description of currently permissible
funds transfers can be found in the Financial Dealings with Iran section of this document.

Effective September 29, 2010, the authorization to import into the United States, and deal in, certain foodstuffs and carpets of Iranian
origin was revoked pursuant to section 103 of the Comprehensive Iran Sanctions, Accountability, and Divestment Act of 2010. The
exceptions to the prohibition on importing goods and services are listed below:

* IMPORTS FROM IRAN - Goods or services of Iranian origin may not be imported into the United States,
either directly or through third countries, with the following exceptions:

Gifts valued at $100 or less;

Information and informational materials;

Household and personal effects, of persons arriving in the United States, that were actually used abroad by the
importer or by other family members arriving from the same foreign household, that are not intended for any other person
or for sale, and that are not otherwise prohibited from importation; and

Accompanied baggage for personal use normally incident to travel.

U.S. persons are prohibited from providing financing for prohibited import transactions. There are restrictions on letter of
credit transactions involving the Government of Iran (see FINANCIAL DEALINGS WITH IRAN below).

* EXPORTS TO IRAN - In general, unless licensed by OFAC, goods, technology, or services may not be
exported, reexported, sold or supplied, directly or indirectly, from the United States or by a U.S. person, wherever located,
to Iran or the Government of Iran. The ban on providing services includes any brokering function from the United States or
by U.S. persons, wherever located. For example, a U.S. person, wherever located, or any person acting within the United
States, may not broker offshore transactions that benefit Iran or the Government of Iran, including sales of foreign goods
or arranging for third-country financing or guarantees.

In general, a person may not export from the U.S. any goods, technology or services, if that person knows or has reason to know such
items are intended specifically for supply, transshipment or reexportation to Iran. Further, such exportation is prohibited if the exporter
knows or has reason to know the U.S. items are intended specifically for use in the production of, for commingling with, or for
incorporation into goods, technology or services to be directly or indirectly supplied, transshipped or reexported exclusively or
predominately to Iran or the Government of Iran. A narrow exception is created for the exportation from the United States or by U.S.
persons wherever located of low-level goods or technology to third countries for incorporation or substantial transformation into
foreign-made end products, provided the U.S. content is insubstantial, as defined in the regulations, and certain other conditions are
met.

Donations of articles intended to relieve human suffering (such as food, clothing, and medicine), gifts valued at $100 or less, licensed
exports of agricultural commodities, medicine, and medical devices, and trade in “information and informational materials™ are
permitted. “Information and informational materials” are defined to include publications, films, posters, phonograph records,
photographs, microfilms, microfiche, tapes, compact disks, CD ROMs, artworks, and news wire feeds, although certain Commerce



Department restrictions still apply to some of those materials. To be considered informational material, artworks must be classified
under chapter subheadings 9701, 9702, or 9703 of the Harmonized Tariff Schedule of the United States.

With certain exceptions, foreign persons who are not U.S. persons are prohibited from reexporting sensitive U.S.-origin goods,
technology or services to Iran or the Government of Iran. Foreign persons involved in such reexports may be placed on the U.S.
Commerce Department’s “Export Denial Orders” list.

U.S. persons may not approve, finance, facilitate or guarantee any transaction by a foreign person where that transaction by a foreign
person would be prohibited if performed by a U.S. person or from the United States.

* DEALING IN IRANIAN-ORIGIN GOODS OR SERVICES - U.S. persons, including foreign branches of U.S. depository
institutions and trading companies, are prohibited from engaging in any transactions, including purchase, sale, transportation, swap,
financing, or brokering transactions related to goods or services of Iranian origin or goods or services owned or controlled by the
Government of Iran.

Services provided in the United States by an Iranian national already resident in the United States are not considered services of
Iranian origin.

These prohibitions apply to transactions by United States persons in locations outside the United States with respect to goods or
services which are of Iranian origin or are owned or controlled by the Government of Iran. U.S. persons may not import such goods or
services into or export them from foreign locations. A U.S. person may, however, engage in transactions in third countries necessary
to sell, dispose of, store, or maintain goods located in a third country which were legally acquired by that U.S. person prior to May 7,
1995 on the condition that the transactions do not result in an importation into the United States of goods of Iranian origin.

* FINANCIAL DEALINGS WITH IRAN - New investments by U.S. persons, including commitments of funds or other assets, loans
or any other extensions of credit, in Iran or in property (including entities) owned or controlled by the Government of Iran are
prohibited. For your information, Appendix A contains a list of banks or entities owned or controlled by the Government of Iran.
While U.S. persons may continue to charge fees and accrue interest on existing Iranian loans, a specific license must be obtained to
reschedule or otherwise extend the maturities of existing loans.

Payments for licensed sales of agricultural commodities, medicine and medical devices must reference an appropriate OFAC license
and may not involve a debit or credit to an account of a person in Iran or the Government of Iran maintained on the books of either a
U.S. depository institution or a U.S. registered broker or dealer in securities. Payments for and financing of such licensed sales may be
accomplished by cash in advance, sales on open account (provided the account receivable is not transferred by the person extending
the credit), or by third-country financial institutions that are neither U.S. persons nor government of Iran entities. Any other
arrangements must be specifically authorized by OFAC. U.S. depository institutions may advise and confirm letters of credit issued by
third-country banks covering licensed sales of agricultural commodities, medicine and medical devices.

Effective November 10, 2008, the authorization for “U-turn” transfers involving Iran was revoked. As of that date, U.S. depository
institutions are no longer authorized to process such transfers, thereby precluding transfers designed to dollarize transactions through
the U.S. financial system for the direct or indirect benefit of Iranian banks or other persons in Iran or the Government of Iran.
However, U.S. depository institutions are permitted to handle funds transfers, through intermediary third-country banks, to or from
Iran or for the direct or indirect benefit of the Government of Iran or a person in Iran, arising from several types of underlying
transactions, including:

a)

a noncommercial family remittance;

b)

an exportation to Iran or importation from Iran of information and informational materials;

<)

a travel-related remittance;

d)

a payment for the shipment of a donation of articles to relieve human suffering; or

e)

a transaction authorized by OFAC through a specific or general license.

Several Iranian banks have been separately designated under the Nonproliferation of Weapons of Mass Destruction (“NPWMD”) or
Specially Designated Global Terrorist (“SDGT”) programs for their involvement in the financing of either WMD or ballistic missile
proliferation or of terrorism, respectively. Such banks’ property and interests in property that are in the United States or in the
possession or control of U.S. persons, wherever located, are blocked. U.S. persons are prohibited from engaging in any transaction or
dealing in property or interests in property of these designated Iranian banks. Please see the brochures on Nonproliferation and
Terrorism for further information on these programs.

* "PRE-ZERO CONTRACTS" - Letters of credit and other financing arrangements with respect to trade contracts in force as of May
6, 1995, may be performed pursuant to their terms provided that the underlying trade transaction was completed prior to June 6, 1995
(February 2, 1996 for “agricultural commodities™), or as specifically licensed by OFAC. Standby letters of credit that serve as
performance guarantees for services to be rendered after June 6, 1995, cannot be renewed and payment may not be made after that
date without authorization by OFAC.

* OTHER BANKING SERVICES - U.S. depository institutions, including foreign branches, are prohibited from servicing accounts of
the Government of Iran, including banks owned or controlled by the Government of Iran (as in Appendix A) or persons in Iran.
However, they are authorized to pay interest, deduct reasonable and customary service charges, process transfers related to exempt
transactions, such as the exportation of information or informational material, a travel-related remittance, or a payment for the
shipment of a donation of articles to relieve human suffering. They may not otherwise directly credit or debit Iranian accounts.

U.S. depository institutions and U.S. registered brokers or dealers in securities initiating or receiving payment orders involving Iran on
behalf of customers must determine prior to processing such payments that they do not involve transactions prohibited by the Iranian
Transactions Regulations.



* TRAVEL - All transactions ordinarily incident to travel to or from Iran, including the importation of accompanied baggage for
personal use, payment of maintenance and living expenses and acquisition of goods or services for personal use are permitted.

* INTERNATIONAL ORGANIZATIONS — Under a general license issued by OFAC, effective August 22, 2006, U.S. persons that
are employees or contractors for the following international organizations - the United Nations, the World Bank, the International
Monetary Fund, the International Atomic Energy Agency, the International Labor Organization or the World Health Organization -
are authorized to engage in transactions for the conduct of official business in or involving Iran. Authorized transactions may include
leasing office space or purchasing Iranian-origin goods necessary to carry out official business, provided that the funds transfers to and
from Iran do not involve a debit or credit on the books of a U.S. financial institution. The exportation or the re-exportation of US-
origin or non- U.S.-origin goods

or technology listed on the Commerce Control List in the Export Administration Regulations is not authorized.

* OVERFLIGHT PAYMENTS - Payments to Iran for services rendered by the Government of Iran in connection with the overflight
of Iran or emergency landing in Iran of aircraft owned by United States persons or registered in the U.S. are authorized.

* PERSONAL COMMUNICATIONS, INFORMATION AND INFORMATIONAL MATERIALS - The receipt or transmission of
postal, telegraphic, telephonic or other personal communications that does not involve the transfer of anything of value between the
United States and Iran is permitted. The importation into the United States from Iran and the exportation from the United States to Iran
of information and informational materials, whether commercial or otherwise, regardless of format or medium of transmission, and
any transaction incident to such importation or exportation is permitted.

* TRANSACTIONS INVOLVING U.S. AFFILIATES - No U.S. person may approve or facilitate the entry into or performance of
transactions or contracts with Iran by a foreign subsidiary of a U.S. firm that the U.S. person is precluded from performing directly.
Similarly, no U.S. person may facilitate such transactions by unaffiliated foreign persons.

* IRANIAN PETROLEUM INDUSTRY - U.S. persons may not trade in Iranian oil or petroleum products refined in Iran, nor may
they finance such trading. Similarly, U.S. persons may not perform services, including financing services, or supply goods or
technology that would benefit the Iranian oil industry.

This document is explanatory only and does not have the force of law. The Executive Orders and implementing regulations dealing with Iran contain the
legally binding provisions governing the sanctions. This document does not supplement or modify those Executive Orders or regulations.
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