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UK Russia Response: New Law Passed 
Imposing Strict Liability for Financial Sanctions 
Breaches by Companies 

In response to Russia’s invasion of Ukraine, the UK has rushed through legislation that will make 

breaches of financial sanctions a strict liability civil offence, punishable by fines of up to £1m 

(approximately $1.3m) or 50% of the estimated value of the economic resources made available 

(whichever is the greater). In addition, the UK will have the power to “name and shame” companies found 

to have breached sanctions, even where no penalty is imposed. 

The new legislation will also remove the requirement for a UK Minister to personally review the fining 

decision – a simplification of the process, but one that may also be to the detriment of those that breach 

the financial sanctions (companies have often seen their fines reduced following review by a Minister). 

These changes will come into force once the secondary legislation has been adopted, which is expected 

shortly. 

The new law also makes it considerably easier for the government to designate persons, including by 

introducing an “urgent” sanctioning procedure, allowing the government to designate first, and build the 

case later, when a person has already been sanctioned in certain allied countries.1 This amendment 

came into force with passing of the new legislation, the Economic Crime (Transparency and Enforcement) 

Act 2022 (the “Act”) on 15 March 2022. 

Overall, these changes reflect a strengthening of the UK’s sanctions policy. With the standard of liability 

now lowered and the Russian invasion putting sanctions firmly in the public eye, we expect to see a 

significant increase in the level of penalties meted out, ending the UK’s to-date lackluster enforcement 

record. 

Background to the Act 

Despite being first proposed in 2016, the reforms of the Act had been a low priority on the legislative 

agenda until now. Following Russia’s invasion of Ukraine, the bill re-emerged and was put before 

Parliament on 1 March 2022 on an expedited basis as “part of HM Government’s urgent response to the 

                                                      
1 The Act also introduces a number of other important changes, such as reforms to unexplained wealth orders, 

and requirements to register overseas owners of property, but the subject of this alert is the Act’s reforms of the 

UK sanctions regime. 
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Russian invasion of Ukraine.”2 The bill has now passed through both Houses of Parliament and received 

Royal Assent at remarkable speed – in just two weeks. 

The political context has also set the tone for the amendments to the bill on the UK’s sanctions regime, 

which demonstrate a hardening of the government’s position on oligarchs. 

Nevertheless, Parliament rejected adopting a draconian ‘guilty until proven innocent’ approach, despite 

having the opportunity to do so through a proposed amendment to impose an immediate freeze on the 

assets of those persons merely being “considered” for designation.3 The proposed amendment, which 

would have prevented such persons from “selling, transferring or gifting” assets or from moving them 

outside of the UK, was ultimately defeated, somewhat unsurprisingly, given how this would conflict with 

the presumption of innocence and Convention rights, including Article 6 and Article 1 of Protocol 1. 

Key changes to the UK sanctions regime 

The Act as passed introduces four key changes to the sanctions regime. 

(i) Strict liability for civil financial sanctions breaches 

In order to impose a financial penalty, the body responsible for sanctions enforcement, the Office of 

Financial Sanctions Implementation (“OFSI”), has to date been required to show both that the relevant 

person was in breach of financial sanctions legislation and that they “knew, or had reasonable cause to 

suspect” that they were in such breach.4 In practice, this has been an onerous burden for OFSI to 

discharge. Since getting its fining powers in 2017, OFSI has investigated nearly 500 possible sanctions 

violations, but imposed just six financial penalties. With the exception of a penalty on Standard Chartered 

Bank of £20m (approximately $26m) (for repeatedly making funds available to a designated person 

without a license), no other fine has exceeded £150,000 (approximately $180,000).5 Indeed the remaining 

penalties have been set at £50k or less, despite the fact that OFSI can impose penalties of up to £1m 

(approximately $1.3m) or 50% of the estimated value of the economic resources made available 

(whichever is the greater). 

The Act removes the requirement for OFSI to prove knowledge6 – making it significantly easier for OFSI 

to impose a civil fine. OFSI now only needs to show that the person was in breach of the relevant 

sanctions. As such, a breach is now a civil offence of strict liability.7 OFSI will still have to show consent, 

connivance or neglect in order to fine an officer of the company, and the criminal test for liability has not 

changed either. 

                                                      
2 Explanatory Notes to the bill at para. 44, available here.  

3 See Marshalled List of Amendments to be Moved in Committee of the Whole House, 10 March 2022, 

Amendment 92 (available here). 

4 Policing and Crime Act 2017 (“PACA 2017”), s.146.  

5 Details on the fines imposed by OFSI to date can be found here.  

6 Act, s.54. 

7 As well as amending PACA 2017, the Act modifies the actual interpretation of the financial sanctions legislation 

when imposing civil financial penalties to remove the knowledge requirement. For example s.11 of the UK’s The 

Russia (Sanctions) (EU Exit) Regulations 2019 states that “a person (“P”) must not deal with funds or economic 

resources owned, held or controlled by a designated person if P knows, or has reasonable cause to suspect, that 

P is dealing with such funds or economic resources”. The effect of the Act is that OFSI is obliged to ignore the 

requirement for knowledge or reasonable suspicion when imposing civil financial penalties.  

https://publications.parliament.uk/pa/bills/cbill/58-02/0262/en/210262env2.pdf
https://bills.parliament.uk/publications/45648/documents/1574
https://www.gov.uk/government/collections/enforcement-of-financial-sanctions
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Given that the standard of liability has now been lowered, and the current attention on sanctions 

worldwide, we should expect a significant increase in fines as OFSI exercises its revamped powers. 

(ii) Abolition of personal review by a Minister 

Until now, any review of a financial penalty imposed had to be done personally by a Minister. That 

requirement is removed by the Act.8 HM Treasury (the governmental department of which OFSI is a part) 

noted in its assessment of the bill (the “HMT Report”) that this is a purely administrative amendment. 

However, it is notable that companies invoking their right to have the Minister review their fine have often 

been successful in getting the fine reduced. Standard Chartered Bank had its fine reduced by 35% upon 

review (down from £31.5m (approximately $40m)), and Telia Carrier UK Limited (which received OFSI’s 

second highest fine to date) had its fine reduced by 50% (down from £300,000 (approx. $380,000)). 

Whether such a trend will continue once review has been delegated to officials within the department 

remains to be seen. 

(iii) Reporting where no penalty imposed 

Under PACA 2017, OFSI should publish details only of those cases where it had in fact imposed a 

financial penalty. The Act now permits OFSI to publish reports where it has found that there was an 

infringement, even where it decides not to impose a financial penalty.9 

Although the Act does not state what information OFSI is required to publish, the HMT Report makes it 

clear that the intention is to publish the names of the relevant parties involved. The wider reporting 

powers therefore have the potential to act as a form of alternative ‘penalty’, and as a further deterrent. 

(iv) Designation: revised test and new urgent procedure 

The Sanctions and Anti-Money Laundering Act 2018 (“SAMLA”) permits a Minister to designate a person 

by name or by description, subject to certain conditions being met. The Act amends the relevant 

provisions of SAMLA to distinguish between designation under the “standard procedure” and a new 

“urgent procedure”, and in doing so makes it easier for the government to designate persons. 10 

Standard procedure simplified 

Under the standard procedure, the Act preserves the rule11 that a Minister cannot designate a person by 

name unless they are satisfied that that person is an “involved person”.12 However, the threshold for 

designation is now lowered; there is no longer a requirement to consider whether the designation is 

appropriate having regard to the purpose of the regulations or the “likely significant effects of the 

designation on that person”.13 

The Act also makes it simpler for the government to designate an entire described group of people (e.g. 

the Russian Duma). Until now, such a broad designation has been possible only where it was “not 

                                                      
8 Act, s.55. 

9 Act, s.56.  

10 See provisions of the Act at s.58. 

11 See s.11(2A) of SAMLA.  

12 An “involved person” is involved in the activities, owned or controlled, associated with or acting on behalf of such 

a person. See s.11(3) SAMLA.  

13 Removed by the Act, s.59. 
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practicable”14 for the Minister to designate by name all the persons falling within that description at that 

time. The revisions therefore pave the way for far broader designations. 

New urgent procedure introduced 

The Act introduces a new urgent produce that permits the Minister to designate a person for 56 days, 

simply by virtue of them having been already designated in the USA, the EU, Australia or Canada, and 

where the Minister considers it in the public interest to do so.15 

Designations under the urgent procedure expire at the end of 56 days unless the Minister certifies either 

that the relevant conditions are still met (i.e. that the person is still designated in one of the countries 

listed above and that it remains in the public interest to keep them designated in the UK too), or certifies 

that the conditions for standard designation (i.e. there are now reasonable grounds to suspect that that 

person is an “involved person”) are met. 

The urgent procedure has the potential to streamline and speed up the process by which the UK can 

participate in and respond to sanction regimes imposed by the countries specified in the Act, without 

having to satisfy the more onerous criteria under the standard procedure immediately. This is notable, 

given recent criticism that the UK has been slow in imposing sanctions, as compared to the EU. The new 

urgent procedure is intended to address this – allowing the UK to react quickly to designations, and then 

build its own case against the person afterwards. 

Nevertheless, there are other important implications of the urgent procedure. First, it must remain in the 

public interest to certify a person, and secondly, that the list of countries the UK will look to for designation 

can be expanded to “any other country” by a Minister. This has the potential for a further widening in the 

scope of these provisions in how they are applied to persons being considered for designation. 

Implications for businesses 

The new strict liability threshold for imposing civil financial penalties is clearly concerning for companies 

operating with a nexus to financial sanctions, especially given the speed with which new designations are 

being made at present. In this regard, the HMT Report notes that the government will be updating its 

guidance to reflect the revised strict liability standard and the expected enforcement approach. Currently, 

OFSI does not explicitly list having compliance policies as a mitigating factor, but it does note that it will 

take into account the level of knowledge a company can be expected to have regarding sanctions, and if 

it is operating in a professional/regulated industry.16 Given the move to strict liability, we would expect that 

OFSI will take into account the nature of the infringement in its assessment of whether to impose a fine or 

publically name and shame. Financial sanctions controls can be difficult to implement, especially where a 

designated person has a complex structure of controlled entities, and to the extent that minor excusable 

infringements occur, we would expect that to be reflected in OFSI’s revised penalty policy. 

In this regard, the HMT Report states that it does not expect companies to have to make significant 

investments to enhance their internal controls, considering that most companies active in high-risk areas 

                                                      
14 Previously s.12(4) of SAMLA, removed by the Act, s.59. The description must still be of a type that a “reasonable 

person would know whether that person fell within it” (see s.12(3) SAMLA). 

15 The Act similarly provides for the urgent procedure to apply to descriptions of persons too.  

16 OFSI, Monetary penalties for breaches of financial sanctions Guidance, (January 2022), para 3.19 and 3.20, 

available here.  

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1051875/Monetary_Penalties_Guidance__Jan_2022_.pdf
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(such as banks and payments processors) are likely to already have suitable screening measures in 

place. 

The use of public disclosure (or “name and shame”) powers will also be important to companies 

managing their sanctions exposure risk. On the one hand the government notes that the publication of 

breaches is beneficial in helping to disseminate learning points for others, as well as in offering an 

alternative, more lenient punishment than financial penalties. On the other hand, companies should be 

mindful of the potential reputational impact of having their (even inadvertent) breaches publicised. As the 

House of Commons Research Briefing on the bill states, publication “could have the effect of 

“stigmatising” people OFSI believes are involved in breaches even where they have not been fined”.17 

Conclusion 

In response to Russia’s invasion of Ukraine, the UK has rushed through legislation that will make 

breaches of financial sanctions a strict liability civil offence, punishable by fines of up to £1m 

(approximately $1.3m) or 50% of the estimated value of the economic resources made available 

(whichever is the greater). In addition, the UK will have the power to “name and shame” companies found 

to have breached sanctions, even where no penalty is imposed. 

The new legislation will also remove the requirement for a UK Minister to personally review the fining 

decision – a simplification of the process, but one that may also be to the detriment of those that breach 

the financial sanctions (companies have often seen their fines reduced following review by the Minister). 

These changes will come into force once the secondary legislation has been adopted, which is expected 

shortly. 

The new law also makes it considerably easier for the government to designate persons, including by 

introducing an “urgent” sanctioning procedure, allowing the government to designate first, and build the 

case later, when a person has already been sanctioned in certain allied countries. This amendment came 

into force with the Act on 15 March 2022. 

Overall, these changes reflect a strengthening of the UK’s sanctions policy. With the standard of liability 

now lowered and the Russian invasion putting sanctions firmly in the public eye, we expect to see a 

significant increase in the level of penalties meted out, ending the UK’s to-date lackluster enforcement 

record. 

* * * 

                                                      
17 House of Commons Research Briefing, 4 March 2022 (available here), p.29.  

https://researchbriefings.files.parliament.uk/documents/CBP-9486/CBP-9486.pdf
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