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WHAT ARE SANCTIONS?

Sanctions are a form of punitive or coercive measure imposed by one or more
countries, international organisations, or coalitions against another country, entity, or
individual. These measures are typically used as a tool of foreign policy to influence
the behaviour of the targeted party. Sanctions can take various forms, including
economic, trade, financial, diplomatic, or military measures.

Who must or should conduct a sanctions risk assessment?

international Businesses Tl Exporters and Importers
Companies engaged in MNonprefit organisations with Businesses involved in the export or Entities that contract with
international trade, such as international operations should import of goods and services should government agencies, particularly
importers, exporters, manufacturers, conduct risk assessments to ensure assess sanctions risks, particularly if those involved in defence or
and multinational corporations, that they are not inadvertently they deal with products or countries security-related industries, may be
should conduct sanctions risk providing support to sanctioned subject to sanctions. required to conduct risk assessments
assessments to ensure compliance entities or engaging in prohibited as part of their contractual
with sanctions laws and regulations. activities. obligations.
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: Companies
Companies that provide financial Companies in the transportation and Law firms, accounting firms, and Investors, including private equity
services, such as payment logistics sector, including shipping consulting firms advising clients firms, hedge funds, and institutional
processors, investment firms, and and freight forwarding firms, should engaged in international investors, should evaluate sanctions
insurance companies, should assess sanctions risks, given their transactions or business activities risks associated with their
perfarm risk assessments to protect role in facilitating international should consider conducting risk investments, particularly in
against sanctions violations and trade. assessments as part of their due companies operating in high-risk
related risks. diligence. regions.

£ | Individuals and Sole Proprietors

Individuals engaged in international
business activities or financial
transactions, such as freelance
consultants, sole proprietors, and
entrepreneurs, may also benefit from
conducting risk assessments to
ensure compliance and protect
themselves from legal and financial
consequences.



Why conducting a sanctions risk assessment is important?
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Legal Compliance

@ | Avoiding Financial Penalties

Ensuring compliance with sanctions Sanctions violations can result in

laws and regulations is not optional; significant financial penalties,
itis a legal requirement. Violating which can be financially
sanctions can lead to severe devastating for businesses and
penalties, including fines, asset individuals. A comprehensive risk
freezes, and criminal charges. assessment helps you minimise the

Conducting a sanctions risk
assessment helps you identify and
mitigate potential violations,
reducing the risk of legal
consequences.

risk of costly fines and asset freezes.

Preserving International

3)  Awolding Leget Action

Relationships

Legal action resulting from Engaging in international business
sanctions violations can be often requires building strong
time-consumning and costly. A risk relationships with partners,
assessment helps you proactively customers, and suppliers.Violating
address sanctions-related risks, sanctions can strain these
reducing the likelihood of legal relationships and result in loss of
disputes and litigation. business opportunities. A risk
assessment helps maintain healthy
international partnerships.

| Demonstrating Commitment

§ii | Global Reach of Sanctions
to Compliance

Enforcement

Sanctions enforcement can have a Awell-documented sanctions risk
global reach, meaning that assessment demonstrates to
violations in one jurisdiction can regulators, authorities, and
hawve consequences in other parts of stakeholders that you take sanctions
the world. A risk assessment helps compliance seriously. This can be a
you understand the extraterritorial mitigating factor if you ever face
impact of sanctions laws. enforcement actions or

investigations.

Preserving Reputational
Integrity

Violations of sanctions can tamish
your reputation and damage your
brand's integrity. Reputational
damage can lead to a loss of trust
amang customers, clients, partners,
and investors. A risk assessment
helps you avoid associations with
sanctioned entities and
demonstrates your commitment to
ethical business practices.
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By conducting due diligence and
screening processes as part of the
risk assessment, you can identify and
mitigate risks associated with
customers, clients, and
counterparties. This enables you to
make more informed decisions
about who to engage with in
international transactions.

5 . Operational Continuity

Sanctions violations can disrupt
your business operations,
including freezing assets and
preventing access to financial
services. A risk assessment allows
you to identify and address
potential disruptions in advance,
minimising operational
challenges.

Regulatory Changes

Sanctions regimes can change
rapidly due to geopolitical
developments and government
actions. Conducting regular risk
assessments helps you stay
informed about evolving sanctions
programs and adapt your
compliance measures accordingly.



About Arctic Intelligence

Arctic Intelligence (www.arctic-intelligence.com) is a multi-award winning, RegTech
firm that specialises in audit, risk and compliance software related to financial crime
compliance and risk management. Arctic Intelligence has helped hundreds of large and
small clients across over 20 industry sectors and 20 countries and has also developed
strong industry partnerships around the world.

Arctic has developed two leading cloud-based software solutions that leverage
technology to re-engineer the way in which major financial institutions and other
regulated businesses manage their enterprise-wide financial crime and non-financial

crime risks.
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