
 

Price Cap on Russian oil agreed: 

What does this mean? 

 

In a move to further stifle Russia's ability to 

finance their invasion of Ukraine, the G7 
nations and Australia (the "Price Cap 

Coalition") have agreed a price cap of USD 60 
per barrel on exports of Russian oil.   

The Price Cap Coalition have collectively 
banned the import of Russian oil and oil 
products into their markets and agreed to a 

comprehensive prohibition of services which 
enable maritime transportation of Russian-

origin crude oil and petroleum products 
globally. The Price Cap Coalition have 
adopted an exception to the services ban, 

which will permit Russian oil to continue to be 
traded to and between third countries, 

provided that it is purchased at or below a 
price cap, initially set at USD 60 per barrel 
(the "Price Cap"). The Price Cap will be 

reviewed every two months. 

Importantly, despite some confusion in the market, 

the Price Cap does not create an exception to the 

UK, EU or US embargoes on Russian imports into 

their own markets; such imports remain prohibited.  

The purpose of the Price Cap, as explained by the 

G7, is to “reduce Russian revenues and Russia´s 

ability to fund its war of aggression whilst limiting 

the impact of Russia´s war on global energy prices, 

particularly for low- and middle-income countries.” 

The Price Cap system modifies and supplants a 

planned EU ban on insurance for Russian energy 

shipments globally (which had been set for 5 

December 2022), which was expected to have had a 

significant impact in terms of reducing Russian 

exports by sea to third countries.   

Russia has declared that in response to the Price 

Cap, it will prohibit Russian companies from trading 

oil with companies or countries that enforce the Price 

Cap.  

We set out below a brief summary of how the Price 

Cap impacts the UK, EU and US sanctions regimes.  

UK 

As explained in our previous article the 16th 

amendment to the UK's sanctions against Russia, 

The Russia (Sanctions) (EU Exit) Regulations 2019, 

operates to:  

 1. prohibit maritime transport of (a) Russian oil to 

and between third countries from 5 December 

2022, and (b) Russian oil products to and 

between third countries from 5 February 2023;  

2. prohibit ancillary services for transport identified 

at (a) and (b) above from 5 December 2022 and 

5 February 2023, respectively; and  

3. amend the commencement date for the ban of 

the import of Russian oil and oil products into the 

UK from 31 December 2022 to 5 December 2022. 

The introduction of the Price Cap provides an 

exception to (1) and (2) above; the maritime 

transportation and associated services ban will be 

permitted in circumstances where the Russian oil or 

Russian oil products are purchased at or below the 

Price Cap.  

Importantly, (3) above will not be affected by the 

Price Cap; the import of Russian oil into the UK is 

prohibited from 5 December 2022, irrespective of the 

price at which it was purchased.  

UK Government Guidance advises that all parts of 

the supply chain for oil imports into the UK 

undertake the necessary due diligence to ensure that 

sanctions are not being circumvented directly or 

indirectly.  

 

https://www.shlegal.com/news/uk-sanctions-prohibition-on-the-maritime-transportation-of-crude-and-petroleum-oil-and-products
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EU 

The European Council's 6th package of sanctions 

amending EU (COUNCIL REGULATION (EU) No 

833/2014) (the "EU Regulations"), among others, 

prohibits the:  

1. purchase, import or transfer of crude oil and 

certain petroleum products from Russia into the 

EU; 

2. provision of technical assistance, brokering 

services, financing or financial assistance or any 

other services related to the prohibition in (1) 

above;  

3. provision of technical assistance, brokering 

services, financing or financial assistance, related 

to the transport of Russian crude oil or petroleum 

products to third countries;  

4. transport of Russian crude oil to third countries 

from 5 December 2022; and  

5. transport of Russian petroleum products to third 

countries from 5 February 2023.   

Following a wind down period granted in the EU 

Regulations, the prohibitions in (1) and (2) above 

will apply with very limited exceptions from 5 

December 2022 for Russian crude oil and from 5 

February 2023 for other refined petroleum products. 

The introduction of the Price Cap provides an 

exception to the prohibitions in (3), (4) and (5) 

above; the transporting, or assisting with the 

transport of, Russian-origin oil to third countries will 

be permitted in circumstances where the Russian oil 

or Russian oil products are purchased at or below the 

Price Cap.  

Importantly, (1) and (2) will not be affected by the 

Price Cap. The Price Cap does not provide an 

exception to the import of Russian-origin oil into the 

EU. 

US 

The import of Russian oil into the US is prohibited 

pursuant to Executive Order 14066.  

On 21 November 2022, the US Government issued a 

Determination that prohibits US persons from 

providing certain services including shipping, 

insurance (including reinsurance and P&I), finance, 

customs brokering, flagging (i.e., ship registry 

services) and trading/commodities brokering 

("Covered Services") in relation to the maritime 

transport of Russian oil.  

However, the Determination contains an exception, 

which allows US persons to provide Covered Services 

when the price of the crude oil of Russian 

Federation-origin does not exceed the Price Cap. In 

order to lessen opportunities for evasion, the Price 

Cap continues to apply if the cargo is sold enroute, 

until the first landed sale of the oil. Once the Russian 

oil has cleared customs in a jurisdiction other than 

the Russian Federation, the Price Cap will not apply 

to any further onshore sales. However, unless after 

customs clearance, the Russian oil is refined or 

undergoes other substantial transformation outside 

the Russian Federation, if it is again shipped, the 

Price Cap will still apply. If it has been refined or 

otherwise substantially transformed, it will no longer 

be considered by OFAC to be of Russian origin, and 

therefore the Price Cap will no longer apply. OFAC 

has confirmed that blending crude oil itself will not 

be considered as "substantial transformation".  

OFAC Guidance has said that whilst shipping and 

insurance are Covered Services, the billing of 

"commercially unreasonable" shipping, freight, 

customs or insurance costs would be viewed by 

OFAC as a potential evasion of the Price Cap. As 

ever, caution should therefore be taken where there 

is cause for suspicion over inflated rates linked to the 

shipment of Russian oil that is nonetheless 

purchased at a price at or lower than the Price Cap.  

US persons providing Covered Services will be 

afforded a "safe harbour" i.e. protection from OFAC 

enforcement if they comply in good faith with due 

diligence standards set out in OFAC’s 22 November, 

2022 Guidance.    

These safe harbour due diligence standards are set 

out in tiers, depending on the type of service: 

• In the lowest tier – Tier III – insurers, reinsurers, 

P&I Clubs, ship owners/carriers, and ship 

registries need only to obtain attestations from 

their customer counterparties that the underlying 

oil was purchased in compliance with the Price 

Cap.  

• The requirements are more strict for companies in 

Tier II. Financial institutions providing trade 

finance, customs brokers, and ship/vessel agents 

should request and retain price information to the 

extent practicable, but can rely on an attestation 

from a Tier I customer counterparty when direct 

receipt of price information is not practicable.  

https://home.treasury.gov/system/files/126/determination_11222022_eo14071.pdf
https://home.treasury.gov/system/files/126/determination_11222022_eo14071.pdf
https://home.treasury.gov/system/files/126/price_cap_policy_guidance_11222022.pdf
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• Tier I are the trading companies themselves, who 

are required to maintain records showing that the 

oil traded under the Price Cap.   

This tiered safe harbour scheme largely aligns with 

the guidance issued by the UK on December 4, 2022. 

Comment 

Those service providers who are engaging in 

transactions involving the transport of Russian oil to 

third countries will be expected to show evidence of 

compliance with the Price Cap scheme. An inability 

to do so or a delay in providing the same will most 

likely lead to disruptions in transactions. For 

instance, banks will invariably refuse to process 

payments where it is not clear whether the subject 

trade falls within the Price Cap exception. In order to 

avoid such delays and disruptions, clear and 

unequivocal evidence of compliance should be 

obtained wherever possible.  

"Tier III" actors, including insurers, P&I Clubs, 

shipowners and flag registries, are unlikely to have 

direct access to the underlying sale contract which 

would evidence the price of the Russian oil. These 

service providers are therefore required to request 

attestations from their "Tier I" and "Tier II" 

counterparts/customers that confirm their 

compliance with the Price Cap scheme and to 

conduct appropriate due diligence.  

In the light of these requirements, service providers, 

particularly "Tier III" actors, should insist on the 

inclusion of express contractual provisions requiring 

counterparties/customers to provide the necessary 

attestation or evidence of compliance with the Price 

Cap within a short time frame.  

Further, there are significant differences between the 

UK, EU and US regimes, which need to be taken into 

account when considering compliance, particularly 

for UK, EU and/or US nationals wherever they are in 

the world. 

With thanks to Matthew Thomas of Blank Rome for 

his contribution in relation to the US sanctions 

regime. 
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