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New Iranian Sanctions Enacted 

January 5, 2012 

On December 31, 2011, despite some significant reservations, President 

Obama signed into law, H.R. 1540, the National Defense Authorization 

Act. Section 1245 of the Act, known as the "Menendez-Kirk Amendment," 

(the "Amendment"), further strengthens US actions designed to pressure 

Iran to discontinue its presumed development of nuclear weapons. The 

Amendment takes several steps in this regard, as follows: 

1. On November 21, 2011, the Obama Administration, under 

administrative authority, found the Islamic Republic of Iran to be a 

jurisdiction of primary money laundering concern. The 

Amendment, as a matter of statute, designates the financial sector 

of Iran, including the Central Bank of Iran ("CBI"), as being of 

primary money laundering concern.  

2. The Amendment requires the President, as a matter of statute, to 

block the property interests of all Iranian financial institutions to 

the extent they are in the United States, come within the United 

States, or come within the possession or control of a US person 

(the property interests of many Iranian financial institutions are 

already blocked pursuant to Presidential Executive Orders).  

3. Beginning 60 days after enactment, foreign financial institutions 

that the President determines knowingly conduct or facilitate any 

significant financial transaction with the CBI or a blacklisted 

Iranian bank would be barred from opening a correspondent or 

payable-through account in the United States. The President 

would also be required to prohibit or impose strict conditions on 

such foreign financial institutions maintaining existing 

correspondent or payable-through accounts, and would be 

authorized to impose sanctions against the CBI itself. An 

exception is provided for transactions involving the sale of food, 

medicine, or medical devices to Iran. Notably, this exception does 

not include the one existing in prior law for the sale of agricultural 

commodities to Iran. The existing agricultural commodity 

exception has been criticized for the way it has been interpreted in 

connection with US embargo programs (other than that applicable 

to Iran). 

4. In the case of foreign financial institutions owned or controlled by 

a foreign government (including central banks) that are conducting 
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business with the CBI/blacklisted Iranian banks, sanctions could 

be imposed only where the CBI/blacklisted Iranian bank-related 

transactions involving the foreign financial institution concerned 

petroleum or petroleum products, on or after 180 days from 

enactment. As with privately owned foreign financial institutions 

dealing with the CBI/blacklisted Iranian banks, opening or 

maintaining correspondent or payable-through accounts would 

also be prohibited or allowed only under strict conditions. 

5. For a foreign central bank or other foreign financial institution to be 

subject to sanctions for transactions that involve petroleum or 

petroleum products, the President would have to determine that 

there is a sufficient supply of petroleum and petroleum products 

from countries other than Iran to permit a significant reduction in 

purchases from Iran, by or through foreign financial institutions. To 

assist in this determination, the Amendment requires the 

Administrator of the Energy Information Administration (the 

"Administrator"), in consultation with the Secretary of Treasury, the 

Secretary of State, and the Director of National Intelligence, to 

report, within 60 days of enactment, and every 60 days thereafter, 

on the availability and price of petroleum products in countries 

other than Iran. Based on this report, within 90 days of enactment 

and every 180 days thereafter, the President would be required to 

determine whether the price and supply of petroleum and 

petroleum products allow purchasers to reduce purchases from 

Iran significantly. If the President determines that significant 

reduction is possible, sanctions would apply to those foreign 

financial institutions that conduct or facilitate CBI/blacklisted 

Iranian bank-related transactions for petroleum or petroleum 

products from Iran.  

6. Notwithstanding its involvement with CBI/blacklisted Iranian bank-

related transactions, a foreign financial institution could avoid 

sanctions if the President determines that the country with primary 

jurisdiction over it has significantly reduced its volume of crude oil 

purchases from Iran.  

7. The Amendment allows the President to waive, for successive 

120-day periods, the imposition of sanctions against any foreign 

financial institution if it is in the national security interest of the 

United States. 

8. Violations of the Amendment are subject to a civil penalty in an 

amount not to exceed the greater of $250,000, or twice the 
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amount of the transaction for which the penalty is being imposed. 

A person may also be subject to criminal penalties of not more 

than $1 million, imprisonment for not more than 20 years, or both. 

9. The Amendment requires the President to undertake a multilateral 

diplomacy initiative to restrict the types of purchases Iran may 

make from countries that buy Iranian oil, and to encourage other 

petroleum-producing countries to increase their crude oil output to 

assure adequate supply and limit price escalations resulting from 

the sanctions to be imposed pursuant to the Amendment. 

In his signing statement, the President criticized Section 1245, warning 

that it "would interfere with my constitutional authority to conduct foreign 

relations by directing the Executive to take certain positions in negotiations 

or discussions with foreign governments. Like Section 1244, should any 

application of these provisions conflict with my constitutional authorities, I 

will treat the provisions as non-binding." 

The new statute is the latest in a series of recent attempts to strengthen 

already aggressive US sanctions against Iran. On November 21, 2011, the 

President issued an Executive Order (No. 13590) expanding the types of 

Iran energy-related activities that would subject foreign firms to sanctions 

to include the knowing provision of goods, services, technology, or support 

(above certain limited monetary thresholds) to Iran that could directly and 

significantly contribute to either the maintenance or enhancement of Iran's 

ability to develop petroleum resources located in Iran, or to the 

maintenance or expansion of Iran's domestic production of petrochemical 

products.  

On December 14, 2011, the U.S. House of Representatives passed, by 

votes of 410-11 and 418-2, two bills that would provide new authority to 

the Executive Branch to expand and deepen Iran sanctions even further. 

The Senate is expected to prepare its own Iran sanctions legislation, with 

markup as soon as February, to be followed shortly thereafter by a House-

Senate Conference. Given the continuing and perhaps growing friction in 

US-Iran relations, additional actions against Iran can be expected. 

For more information, please contact Melvin S. Schwechter at +1 202 346 

8011 or +1 212 259 8676 or mschwechter@dl.com, Harry L. Clark at +1 

202 346 7980 or hclark@dl.com, W. Clark McFadden II at +1 202 346 

7955 or cmcfadden@dl.com, or your Dewey & LeBoeuf relationship 

lawyer. 

This memorandum is intended only as a 

general discussion of these issues. It is 

not considered to be legal advice. We 

would be pleased to provide additional 

details or advice about specific situations. 

For additional information on this 

important topic, please feel free to call 

upon your Dewey & LeBoeuf relationship 

lawyer. 
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