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UK Office of Financial Sanctions 
Implementation Imposes First Substantial Fine 

On 18 February 2020, the Economic Secretary to the Treasury (“Minister”) upheld the Office of Financial 

Sanctions Implementation’s (“OFSI”)1 imposition of a substantial penalty on Standard Chartered Bank 

(“SCB”), a UK based international bank, for its violation of European Union (“EU”) sanctions rules. SCB’s 

violation entailed granting loans to a majority owned subsidiary of a Russian sanctioned bank. 

This £20.47 million (US$25.1 million) penalty marks the first substantial monetary penalty imposed by 

OFSI since its formation in 2016, and makes the OFSI’s mark as the new regulator on the block that will 

need to be taken seriously. This penalty also demonstrates the immediate need for financial institutions 

and companies putting in place effective sanctions regulations compliance measures. 

Legal background 

In July 2014, the EU through EU Council Regulation 833/2014 (“EU Regulation”) and the UK through 

The Ukraine (European Union Financial Sanctions) (No.3) Regulations 2014 (“UK Regulation”) imposed 

restrictive measures against those responsible for actions undermining the territorial integrity, sovereignty 

and independence of Ukraine. Article 5(3) of the EU Regulation prohibits any EU person from making 

loans or credit or being part of an arrangement to make loans or credit, available to sanctioned entities or 

their majority owned subsidiaries where those loans or credit have a maturity of over 30 days, if issued 

after 12 September 2014.2 However, Article 5(3)(a) of the EU Regulation makes an exemption for loans 

or credit which have the specific and documented objective of financing the import or export of non-

prohibited goods between the EU and any third country (“EU Nexus Exemption”). 

Breaches of financial sanctions regulations occurring after 1 April 2017 may be penalised by HM Treasury 

under section 146 of the Policing and Crime Act 2017 (“PACA”). Any person on whom a penalty is 

imposed then has the right to apply for a Ministerial review of the penalty under section 147 of the PACA, 

and subsequently make an appeal to the Upper Tribunal. 

Section 146 of the PACA provides that a penalty may be imposed where, on a balance of probabilities, 

there has been a breach of sanctions-related regulations and the person committing it knew or had 

reasonable cause to suspect they were committing a breach. Every case that meets the criteria for the 

                                                      
1  OFSI is the equivalent of the US Department of the Treasury’s Office of Foreign Assets Control in the UK, and is 

responsible for enforcement of compliance with financial sanctions in the UK. 
2  Regulation 3B of the UK Regulation contains a similar provision. 
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imposition of a penalty is “serious”. However, some cases are “most serious”, as they involve a high 

value, blatant flouting of the law or severe or lasting damage to the purposes of sanctions regimes. Cases 

considered “most serious” cases are likely to attract a higher level of penalty. 

When calculating the quantum of penalty, OFSI first works out the statutory maximum penalty it could 

impose, which is the greater of £1 million or 50% of the value of the breach.3 Based on this, the OFSI 

then decides on a penalty that is reasonable and proportionate based on the seriousness of the case. 

The OFSI may then reduce the penalty amount to account for prompt and complete voluntary disclosure 

of breaches of financial sanctions. The reduction could be up to 50% of the penalty amount for “serious” 

cases and up to 30% of the penalty amount for “most serious” cases. 

Treasury and OFSI’s decision 

Between April 2015 and January 2018, SCB granted a series of loans to Denizbank, an almost wholly 

owned subsidiary of Sberbank. Sberbank is a Russian bank that was a sanctioned entity under the 

Regulation at the relevant time. In the OFSI’s assessment, SCB breached the EU and UK Regulations in 

granting 70 loans with a combined transaction value of over £266 million (US$326.5 million). This was 

because those loans did not have an EU nexus and therefore did not qualify for the EU Nexus Exemption. 

21 of those 70 loans, with an estimated transaction value of £97.4 million (US$119.5 million), were 

granted by SCB after 7 April 2017. The OFSI, under the powers available to it under the PACA after 1 

April 2017, penalised SCB for granting these loans. 

In the OFSI’s assessment, the breach by SCB was “most serious”, as SCB was aware of the sanctions 

regime and had initially taken steps to comply. However, subsequently over an extended period of time, it 

inappropriately granted dispensations enabling such loans to be made even where the EU Nexus 

Exemption was not applicable. The OFSI therefore imposed a total penalty of £31.5 million (US$38.6 

million) on SCB. This included a 30% reduction in the penalty amount, as SCB had disclosed the 

suspected breaches to the OFSI, provided a detailed report of its internal investigation to the OFSI and 

cooperated with the OFSI’s investigation. 

SCB applied for a Ministerial review of the penalty under section 147 of the PACA. The Minister agreed 

with the OFSI’s decision that SCB’s behaviour was a “most serious” breach of the EU and UK 

Regulations. However, he reduced the total penalty imposed on SCB to £20.47 million (US$25.1 million) 

on the basis that the OFSI had not given sufficient weight to the fact that SCB had not wilfully breached 

the sanctions regime, had acted in good faith, had intended to comply with the restrictions, had 

cooperated with the OFSI and had taken remedial steps following the breach. The final penalty is still one 

of the largest penalties imposed by any sanctions authority in the EU. 

On 9 April 2019, the US Department of the Treasury’s Ofiice of Foreign Assets Control (“OFAC”) 

sanctioned SCB a total of US$657 million (£535 million) to settle its liability for the violation of numerous 

US economic sanctions programs. That settlement did not extend to any Russia-related sanctions 

programs, and there is no indication as of the date of the writing of this note that the OFAC has started 

investigating SCB for violation of any Russia-related sanctions programs. 

                                                      
3  This compares to OFAC, which can impose a maximum statutory penalty that is the greater of US$302,584 

(£246k) or twice the value of the transaction. Thus, while OFSI has opted for a higher specified numeric value (at 

£1m), its powers will be limited to just a quarter of OFAC’s when it comes to basing a fine on the transaction size. 
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OFSI penalties so far 

To date, the OFSI has imposed only four penalties. The three penalties other than that imposed on SCB 

have all been modest, the maximum being £146k (US$179k) on Telia Carrier UK Limited for indirectly 

facilitating international telephone calls to Syriatel, a sanctioned Syrian entity, and the minimum (and first) 

being £5k (US$6k) on Raphaels Bank for handling funds belonging to a sanctioned Egyptian entity. The 

fine imposed on SCB is therefore noteworthy for not only being the highest penalty imposed to date, but 

also for following the increasing trend of the quantum of penalty being imposed by the OFSI and for being 

substantially higher than the previous highest penalty issued only six months earlier.  

Key takeaways 

This decision demonstrates that the OFSI will be enforcing compliance with sanctions regulations more 

strictly going forwards. It is therefore imperative that financial institutions and companies put in place 

robust sanctions regulation compliance programs as a matter of priority. Such compliance programs 

should also include “know-your-counterparty” checks to ensure that the counterparty is not majority 

owned by a sanctioned entity, as neither the EU nor the UK publishes a list of majority owned subsidiaries 

of sanctioned entities. 

The decision also demonstrates that it might be worthwhile seeking a Ministerial review of any penalty 

imposed by the OFSI, as the Minster has the power to revise the penalty amount. However, it must be 

noted that the PACA grants the Minister the power to substitute the penalty amount imposed by the OFSI, 

and he could, therefore, possibly also revise the penalty amount upwards. Thus, any application for 

Ministerial review should first be carefully considered to weigh the likelihood of an upward revision of 

penalties. 

Lastly, this decision demonstrates that voluntary disclosure of breaches to, and cooperation with, the 

OFSI is highly valued, and could result in a significant reduction in penalties.  

* * * 
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