Supervisory Effectiveness - Using Sanctioning Powers including Fines

FATF Recommendation 35: “Countries should ensure that there is a range of effective, proportionate and dissuasive sanctions, whether criminal, civil or
administrative, available to deal with natural or legal persons covered by Recommendations 6, and 8 to 23, that fail to comply with AML/CFT requirements. Sanctions
should be applicable not only to financial institutions and DNFBPs, but also to their directors and senior management”.

Major AML Fines in the 21st Century - Banks & Other Fls

AML Fines > US$10 million - by Years Announced in 21st Century by FCN (in US$ millions - Total US$27.9 Billion)
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Major Sanctions Related Fines in the 21st Century - Banks & Other Fls

Sanctions Fines > US$10 million - by Years Announced in 21st Century by FCN (in US$ millions - Total US$17.8 Billion)
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Note: Does not include Cryptocurrency Firms or Other Industries outside of Banks & Fls Copyright: Financial Crime News/Metriga Ltd

Sanction Fines Effectiveness: Since 2000, US$17.8 billion in fines have been levied (99% by the US), which has used the
importance of USS in international trade and it’s extra territorial legal approach to penalise largely foreign Banks into fully
complying with US Sanctions as if they were US Banks. The use of fines and the potential for limiting access to USS market
has been effective in both improving sanctions compliance and in extending US sanctions far beyond the US. On the back
of this US success, other sanctions programmes have also benefited including the UK and the EU which most international
Banks apply along with the US and the UN sanctions on a global basis. Whilst the levying of large sanctions by US
authorities has been effective, it is likely that the other G7 countries and the EU will step up enforcement to new levels,
though Bank compliance with domestic programmes should be well established and therefore the focus may be more on
compliance with sanctions by other industries or on new pseudo financial products like cryptocurrency etc, and or or
trade products, where sanctions circumvention is most likely.

AML Fines Effectiveness: Since 2020, US$27.9 billion in fines have been levied (>50% % by the US, but also by the UK, the
Netherlands, Australia, Malaysia, Denmark and Sweden). Whilst large fines have not been seen elsewhere an increase in
the number of AML related fines has, including in Singapore, Canada, Germany, UAE. Switzerland, Hong Kong and Japan.
Larger and or more frequent fines reflect an increased supervisory apetite for increasing the tariff for AML violations.
Evidence is not compelling that these fines are effective proportionate or dissuasive, with both repeat and new offenders
found in violation of similar AML requirements. The increased incidence of AML related fines may also reflect FATF
assessors preferences. With the volume and value of ML activity showing no signs of being reduced, their will continue to
be cases where violations are likely and fines continue to be levied. With profits rising significantly across the Banking
sector in 2024, levels of AML related fines are unlikely to be seen as dissuasive, but the costs of remediation, the
reputation risks & other burdens, e.g. capital costs and or business restrictions may have more impact (see below).

Alternatives: Fines are often a first resort used by US Supervisors for sanctions violations, with a strict liability approach
taken, albeit the amount of fine varies depending on numerous aggregating or mitigating factors. Others like the EU are
expected to take a more proportionate approach and to base action on levels of intent or negligence involved.

Alternatives: Fines are often a last resort used by Supervisors for serious & or repeat violations. Alternatives that may
encourage better compliance & or ML risk management are the use of capital controls & or business restrictions which
impact the growth & or risk profile of the Bank. Targeting individuals & compensation can also be effective.




