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On February 7 2022, the US Department of
Commerce added 33 Chinese companies

to its Unverified List (UVL). Because the

US government uses a variety of list-based
sanctions, it is important to understand

the restrictions associated with a specific
designation, such as the UVL. Unfortunately,
business partners often misunderstand the
impact of a UVL designation and unnecessarily
sever relationships or cancel orders based on
the listing.
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Certain US government lists, such as the US Department of
Commerce's Entity List or the Specially Designated Nationals
and Blocked Persons List or “SDN" List, maintained by the
US Department of the Treasury's Office of Foreign Asset
Controls, are largely punitive, meaning inclusion on such lists
serves to punish a party for violating laws or regulations.
However, listing a company on the UVL is not intended to

be punitive. As such, a party’'s inclusion on the UVL does not
indicate that the company is known to have, or suspected

of having, violated any US law or regulation. Instead, being
placed on the UVL simply means that the Department of
Commerce obtained insufficient or inconsistent information
when it attempted to verify the end use or end user of certain
shipments to the listed party.
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Because there has been no violation of any law or regulation,
vendors may continue to supply items subject to the Export
Administration Regulations (EAR) to a party on the UVL.
Under Section 744.15 of the EAR, in addition to the normal
export licensing and compliance requirements set forth
elsewhere in the EAR, a vendor seeking to export, re-export,
or transfer (in country) an item subject to the EAR to a party
on the UVL must either:

(1) Apply for a license from the Department’s Bureau of
Industry and Security

(2) If a license is not required for the item (e.g., EAR 99
items), have the listed entity complete a UVL statement
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This UVL statement certifies, among other things, that

the listed party will not use the item(s) for any purpose(s)
prohibited by the EAR and that it will not re-export or transfer
(in-country) such item(s) to any destination, use or user
prohibited by the EAR.
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One UVL statement may be used for multiple exports,
re-exports and transfers (in-country) of the same item(s)
between the same parties, as long as the party names, the
description of the item(s) and the Export Control Classification
Number (alpha-numeric designations used to identify dual-
use items for export control purposes) are correct. If one
statement is used for multiple exports, re-exports and
transfers (in-country), the exporter, re-exporter, or transferor
must maintain a log or other record that identifies each
export, re-export and transfer (in-country) and the specific
UVL statement that is associated with each. Alternatively, the
exporter, re-exporter, or transferor may obtain a different UVL
statement from the listed entity for each transaction.
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Accordingly, for items not subject to licenses, as long as
a vendor complies with the above requirements, it may
continue to do business with a listed party.
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It is important to note the UVL is only relevant to suppliers
of a listed party, meaning there is no impact on customers of
a party on the UVL unless they are also engaged in export,
reexports and transfers (in-country) of items subject to the
EAR to the listed party.

AR ERENE, UVLASHIIZIHRMEEEEX, X&E
TREWD 2 LT PRS2 R .

Despite the clear rules under Section 744.15 of the EAR, in
practice, we have encountered many conservative suppliers
who over interpreted the implication of UVL and decided to
pause or cancel all the businesses. In our experience, a candid
and comprehensive communication between the lawyers of
the parties could often result in common understanding and
business continuity.
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Meanwhile, the listed company could work diligently to
effect its removal from the UVL. Such a removal process also
distinguishes the UVL from other sanctions lists. Although

it can be very difficult to be removed from certain restricted
party lists, such as the Entity List, we know from experience
a company can work with the US government to be removed
from the UVL. We have successfully helped clients be
removed from the UVL, and we are happy to address any
questions regarding such removal efforts.
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Subscribe to The Trade Practitioner blog for updates and alerts on topics, including export controls, sanctions, investment
security and tariffs, among others; for access to our proprietary database of publicly known Committee on Foreign
Investment in the United States (CFIUS) filings; and to be notified of bespoke training opportunities and events.
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Our export controls and sanctions lawyers have the ability
to provide advice on the shifting regulatory framework on
both sides of the Atlantic. \We have extensive experience
in advising and representing a wide range of companies
and financial institutions in Europe, the US and other
jurisdictions on export control and sanctions from a
multijurisdictional perspective. Our team is part of our
overall International Trade Practice, providing a “one-stop
shop” solution to global trade compliance through rapid,
professional and tailored advice and compliance tools to
fit your business needs and processes.
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ITAR Handbook
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Organizations engaged in the trade of items specially
designed for military or space applications are encouraged
to download our complimentary ITAR Practitioner's
Handbook, which covers the International Traffic in Arms
Regulations (ITAR) and the US Department of Commerce
“600 Series.”
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The opinions expressed in this update are those of the author(s) and do not necessarily reflect the views of the firm, its clients, or any of its or
their respective affiliates. This article is for general information purposes and is not intended to be and should not be taken as legal advice.
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