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Certified Professional in Sanctions Compliance

Managing Sanctions Compliance

Managing Sanctions Compliance is a critical area of focus for financial institutions and other organizations
that operate in the global marketplace. Sanctions are restrictions imposed by governments or international
organizations on certain individuals, entities, or countries to protect national security, foreign policy, or
economic interests. Compliance with sanctions is essential to avoid legal and reputational risks, as well as
potential financial penalties. In this explanation, we will discuss key terms and vocabulary related to
managing sanctions compliance.

1. Sanctions Programs

Sanctions programs are sets of restrictions imposed by governments or international organizations on
specific individuals, entities, or countries. Some of the most well-known sanctions programs include those
imposed by the United Nations, the European Union, and the United States. Sanctions programs can include
restrictions on financial transactions, trade, travel, and other activities.

Example: The U.S. Department of the Treasury's Office of Foreign Assets Control (OFAC) administers and
enforces economic and trade sanctions based on U.S. foreign policy and national security goals against
targeted foreign countries and regimes, terrorists, international narcotics traffickers, those engaged in
activities related to the proliferation of weapons of mass destruction, and other threats to the national
security, foreign policy or economy of the United States.

Practical Application: Financial institutions and other organizations should regularly monitor sanctions
programs to ensure they are in compliance with all applicable restrictions. This may involve conducting
regular risk assessments, implementing robust screening processes, and providing training to employees.

Challenge: Keeping up with changes to sanctions programs can be challenging, as restrictions can be
added, modified, or lifted at any time. Compliance teams must stay informed about these changes and
adjust their processes accordingly.

2. Screening

Screening is the process of checking customers, transactions, and other activities against sanctions lists to
ensure compliance with applicable restrictions. Screening can be conducted manually or using automated
tools.

Example: A financial institution may use a software tool to screen customer names against a list of
individuals subject to financial sanctions.

Practical Application: Screening should be conducted at various stages of the customer lifecycle, including
onboarding, ongoing monitoring, and termination. Financial institutions should also screen transactions and
other activities to ensure they are not inadvertently facilitating prohibited activities.
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Challenge: False positives, or matches that are not actually true matches, can be a significant challenge in
the screening process. Compliance teams must have processes in place to investigate and resolve false
positives to ensure that legitimate transactions are not unnecessarily delayed or rejected.

3. Red Flags

Red flags are indicators of potential sanctions compliance risks. They may be identified through various
means, including customer due diligence, transaction monitoring, and other compliance activities.

Example: A red flag may be triggered if a customer is located in a country subject to financial sanctions and
is attempting to conduct a large financial transaction.

Practical Application: Compliance teams should be trained to identify and respond to red flags. This may
involve conducting additional due diligence, escalating the matter to senior management, or filing a
suspicious activity report.

Challenge: Identifying red flags can be challenging, as they may be subtle or indicative of other compliance
risks. Compliance teams must stay up-to-date on the latest trends and techniques used by sanctions
evaders to ensure they can effectively identify and respond to red flags.

4. Due Diligence

Due diligence is the process of investigating and evaluating potential customers, partners, or other third
parties to ensure they are not subject to sanctions or other compliance risks. Due diligence may involve
reviewing public records, conducting interviews, and engaging in other investigative activities.

Example: A financial institution may conduct due diligence on a potential customer by reviewing their
business registration, checking for any negative news articles, and conducting a background check.

Practical Application: Due diligence should be conducted at various stages of the customer lifecycle,
including onboarding and ongoing monitoring. Compliance teams should also conduct due diligence on
third-party service providers, vendors, and other partners.

Challenge: Conducting due diligence can be time-consuming and resource-intensive. Compliance teams
must balance the need for thorough due diligence with the need to onboard customers and partners in a
timely manner.

5. Training

Training is an essential component of a robust sanctions compliance program. It ensures that employees
understand their obligations and responsibilities related to sanctions compliance, as well as the
consequences of non-compliance.

Example: A financial institution may provide training on sanctions compliance to new employees during
onboarding, as well as periodic refresher training to all employees.
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Practical Application: Training should be tailored to the specific roles and responsibilities of employees, as
well as the risks associated with their job functions. Compliance teams should also provide training on new
sanctions programs, changes to existing programs, and other relevant developments.

Challenge: Ensuring that all employees receive timely and effective training can be challenging, especially in
large organizations with multiple locations and job functions. Compliance teams must have processes in
place to track training completions and follow up with employees who have not completed training.

6. Monitoring

Monitoring is the process of tracking and analyzing customer transactions, activities, and other data to
identify potential compliance risks. Monitoring may involve automated tools, manual reviews, or a
combination of both.

Example: A financial institution may use automated transaction monitoring tools to identify patterns or
anomalies in customer activity that may indicate sanctions compliance risks.

Practical Application: Monitoring should be conducted on an ongoing basis, with the frequency and
intensity of monitoring commensurate with the level of risk associated with each customer. Compliance
teams should also monitor third-party service providers, vendors, and other partners.

Challenge: False negatives, or failures to detect actual compliance risks, can be a significant challenge in the
monitoring process. Compliance teams must ensure that monitoring processes are calibrated appropriately
and that alerts are investigated and resolved in a timely manner.

7. Reporting

Reporting is the process of documenting and communicating compliance risks, issues, and other relevant
information to senior management, regulators, and other stakeholders. Reporting may involve filing
suspicious activity reports, conducting internal audits, and engaging in other compliance activities.

Example: A financial institution may file a suspicious activity report with the relevant regulatory body if it
identifies potential sanctions compliance risks.

Practical Application: Reporting should be timely, accurate, and complete. Compliance teams should have
processes in place to document and track compliance risks, issues, and other relevant information.

Challenge: Ensuring that reporting is comprehensive and accurate can be challenging, especially in large
organizations with multiple compliance risks and issues. Compliance teams must have processes in place to
verify the accuracy and completeness of reporting.

8. Lookbacks

Lookbacks are retrospective reviews of past transactions, activities, and other data to identify potential
compliance risks. Lookbacks may be conducted manually or using automated tools.
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Example: A financial institution may conduct a lookback of past transactions involving a customer who has
been added to a sanctions list.

Practical Application: Lookbacks should be conducted regularly, with the frequency and intensity
commensurate with the level of risk associated with each customer. Compliance teams should also conduct
lookbacks on third-party service providers, vendors, and other partners.

Challenge: Lookbacks can be time-consuming and resource-intensive. Compliance teams must balance the
need for thorough lookbacks with the need to manage resources effectively.

9. Risk Assessments

Risk assessments are the process of identifying, analyzing, and prioritizing compliance risks. Risk
assessments may be conducted at various stages of the customer lifecycle, including onboarding, ongoing
monitoring, and termination.

Example: A financial institution may conduct a risk assessment of a potential customer by reviewing their
business registration, checking for any negative news articles, and conducting a background check.

Practical Application: Risk assessments should be conducted regularly, with the frequency and intensity
commensurate with the level of risk associated with each customer. Compliance teams should also conduct
risk assessments on third-party service providers, vendors, and other partners.

Challenge: Conducting risk assessments can be time-consuming and resource-intensive. Compliance teams
must balance the need for thorough risk assessments with the need to onboard customers and partners in a
timely manner.

10. Escalation

Escalation is the process of elevating potential compliance risks to senior management, legal counsel, or
other stakeholders for review and action. Escalation may be necessary when a compliance risk is deemed to
be significant or when additional expertise or resources are required to address the risk.

Example: A compliance officer may escalate a potential sanctions compliance risk to senior management if
the risk involves a large financial transaction or
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