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February 2016

President Obama Signs Legislation Tightening North Korea Sanctions

On Feb. 18, 2016, President Obama signed into law the North Korea Sanctions and Policy Enhancement Act of 2016 (H.R.
757) (the Act), a bill tightening U.S. sanctions against North Korea. The legislation imposes strict licensing requirements
for the export or reexport to North Korea of any U.S.-origin goods, software, or technology, and grants the President the
authority to impose targeted sanctions on persons deemed to engage in certain types of activities related to the
Government of North Korea’s nuclear proliferation, money laundering, as well as its efforts to undermine cybersecurity.

Stricter Export Licensing Requirements

As a result of the Act, all exports or reexports to North Korea of U.S.-origin items or foreign-made items containing more
than 10 percent U.S.-origin content will require an export license from the U.S. Department of Commerce. License
applications will be considered under a presumption of denial, although the legislation provides that the U.S. government
may issue exemptions from this licensing requirement for transactions involving humanitarian aid and exports to North
Korea of non-luxury food products, agricultural products, medicine, or medical devices designated “EAR99” (the lowest
level of export control classification). At this time, it is unclear whether or how the U.S. Government will implement these
exemptions.

Although Department of Commerce export licenses were required for the export or reexport of most items to North

Korea before the signing of the Act, license applications were previously reviewed on a case-by-case basis, instead of
under the policy of denial now in effect.

Expansion of Targeted Sanctions

In addition to preexisting sanctions on certain persons engaged in the North Korean arms trade and nuclear proliferation
activities, the Act grants the President the authority to impose sanctions on individuals or entities that have, or have
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attempted to, knowingly engage or assist in the following:

Activities or transactions with the government of North Korea related to proliferation of weapons of mass
destruction;

Activities related to significant arms or related material;

Import or export of luxury goods to or from North Korea;

Censorship by the government of North Korea;

Serious human rights abuses by the government of North Korea;

Money laundering, counterfeiting, or narcotics trafficking involving or supporting the government of North Korea;
or

Significant activities undermining cyber security in support of the government of North Korea.

In addition, the President may impose sanctions on individuals or entities that have, or have attempted to, engage in,
facilitate, or support the following:

Transactions in violation of an applicable UN Security Council resolution; or
Any conduct prohibited by the UN Security Council or a U.S. Executive Order.

Notably, the Act also permits the President to impose sanctions on those determined to have knowingly contributed to
the bribery of a North Korean official or the misappropriation or theft of public funds by or for the benefit of such an
official.

Those individuals and entities targeted by the sanctions will be added to the U.S. Government List of Specially Designated
Nationals (SDN List), maintained by the U.S. Department of the Treasury’s Office of Foreign Assets Control (OFAC). U.S.
persons are prohibited from engaging in all transactions with any designated person, and the U.S. government is
prohibited from procuring any goods or services from a designated person. At this time, no new individuals or entities
have been added to the SDN List under this new authority.

Recognizing the Limitations of Permissible North Korea Activities

The Act tightens the United States’ already strict sanctions against North Korea, which, as noted above, included targeted
sanctions against dozens of individuals and entities, a license requirement for the export of most U.S.-origin items to
North Korea, as well as a prohibition on the import of any goods, services, or technology from North Korea into the
United States.

U.S. businesses and individuals interested in or currently pursuing opportunities in North Korea should continue to
exercise caution and carefully review all relevant sanctions and export controls provisions to determine whether
proposed activities are permissible. It will be critical for U.S. persons doing business with North Korea to consult with their
counsel about implementing sanctions and export compliance programs to avoid even inadvertent violations of the
relevant laws. All proposed or pending shipments to North Korea should be halted in order to determine whether any U.S.
items, individuals, or entities are involved in the transactions. Additionally, U.S. persons should review all their
transactions involving North Korea, and screen all parties and entities involved in such transactions against the most up-
to-date lists of designated and sanctions individuals and prohibited transactions.

Based in Washington, D.C., and Amsterdam our Export Controls team advises and represents clients on the full range of
international goods, software and technology transfer issues. We have broad experience providing export controls and
related regulatory counsel to both U.S. and foreign businesses. Our industry-specific experience includes assisting
companies in a wide range of industries such as aerospace, defense, firearms and ammunition, electronics, software and
information technology, financial services, food, consumer products, biotechnology, medical device, and engineering
services.
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